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Regulations

TITLE f--_AD hIISTRATIVE£

PMSONNEL
Chapter I--Cvil Servce Commmsion
PAnT 18--WAn SERVICE REGUL&ITOzS

RELEASE FRO= GOVERNZIENT ZIiPLOYZIENT

In § 18.10 paragraph (a) is amended
as follows:

§ 18.10 Release from Government em-
vloyment-(a) Consent for reappont-
ment, remstatement, and reemployment.
No department or agency will effect the
transfer or the appointment, reappoint-
ment, reinstatement, or reemployment
within sixty days of separation from the
servce of any employee, or former em-
ployee, as the case may be, of another
department or agency without the ex-
press pnor approval of the Civil Servce
Commssion.

Effective February 9, 1945.
(E.O. 9063 as amended by E.O. 9378, E.O.
9243, 3 CR Cum. Supp. Directive X,
War Manpower Commission, Sept. 14,
1942, 7 Fl?. 7298)

By the United States Civil Service
Commssion.

[EIAL] M. B. MxTCHEL,
Prestdent.

JAz UARY 18, 1945.

[F. R. Dc. 45-1507; Mled, Jan. 25, 1945;
U:09 a. m.]

TITLE 7-AGRICULTURE
Chapter XI-War Food Admnstration

(Distributioz Orders)

[WFO 42a, Amdt. 3]

PART 140D-Fns AnD OILs
REDUCTION OF QUOTAS

War Food Order No. 42a, as amended
(9 P.. 12078, 14E26),i s further amended
by deleting the table at the end of para-
graph (b) (1) and substituting m lieu
thereof the following:

Permittcd
Class of product: rcnta3C

Paints, vnrnlcbc, lacqucruo and other
protcctive cr&tqn ........ . 50

Linoleum, oilcloth (for fiar cover-
Ini5), and felt 1az Leor csrcr-
Ings ------------ ED

Oiloth (Except for hor covaruf*)
and an other coated fabrl ....-. -

Paint containing not more than 2
pounds of fat and olls per gallon
(by a manuiicturcr of p.ta ratcr,
dry c=aen or dry protein paint)
durng the baca perlcd.._.. . E0

This amendment *hall become effec-
tive at 12:01 a. m., e. w. t., Jauary 1,
1945. WIth reopect to violations, rights
accrued, liabilities Incurred, or apneals
taken, prior to said date, under War
Food Order No. 42a, as amended, all
provisions of said order Ehall be deemed
to remain In full force for the purpose of
sustaining any proper suit, action, or
other proceeding with re-pect to any
such violation, right, liability, or appeal.
(E.O. 928D. 7 P.R. 10179; E.O. 9322, 8
P.R. 3807 , .). 9334, 3 P.R. 5423; E.O.
9392, 8 IPaL-?. 14783)

Issued this 24th day of January 1945.

Azinm= SELL=s,
Assistant War Food Administrator.

[P. R. Doe. 45-1478; Y4cd, Jan. 21, 1045;
3:.7 p. m.]

TITLE 16-CO1MERCIAL PRACTICES
Chapter I-Federal Trade Commission

[Dacct 1o. 48181

PART 3--Dxocsr or Cxsr Aiw D=,-L
OaDEZS

ED. NV. AIiXOLD COLWMY, IT AL.

§ 3.6 (n) Adcert iing acly or mft-
leadinglv--Naturc-Product: 0 3.6 (t)
Adertising falsely or mfslcCzgq!,,-
Qualities or ipropertfes of Pro£u.ct or
srzvce: §3.95 (a) Using m f,3:adUng
narae--Goods--Qualfitcs or provertles.
In connection with the offering for sale,

ae or distribution of repondents' bath
caOlnet designated "Arnold's Electro.
Vapornzed Mineral Bath" and "New Da-
luxe Multi-Treatment Cabinet' and re-
spondents' masaging device des-gnated
"TI-Way Asager" or any other arti-
cles or devices of substantially rimilar
construction or possessing substantially

(Continued on next rZe)
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similar properties, whether sold under
the same names or any other names,
disseminating, etc., any advertise-
ments by means of the United States
mails, or in. commerce,_. . by any
means to induce, etc., diirtly or in-
directly, purchase in commerce, etc., of
said products, which advertisements rep-
resent, directly or by implication, (a)
that respondents' bath cabinet is a cure
or remedy for or possesses any thera-
peutic value in the treatment of diabetes,
high blood pressure, blood disorders,
dropsy, asthma, fevers, toxic or acid con-
ditions, sclerosis, kidney trouble, blind-
ness, gonorrhea, cancer, syphilis, par-
alytic insanity, colds, sore throat,
catarrhal conditions, ulcers, erysipelas,
adhesions, skin eruptions, cysts, ear dis-
charges, head noises, tuberculosis of the
bowels, rectal troubles, heart troubles,
cramps, pains or tortures peculiar to
women, weaknesses or worn down con-
ditions, general debility, sleeping sick-
ness, blood poison, poisons from bad
teeth, or rheumatic fever; (b) that said
cabinet is a cure or remedy for rheuma-
tism, lumbago, or neuritis; or that it
possesses any therapeutic value in the
treatment of such conditions except in-
sofar as it may, through the application
of heat, afford temporary relief for the
pains accompanying such conditions;
(c) that said cabinet is a cure or remedy
for St. Vitus's dance; or that it possesses
any therapeutic value in the treatment
of such condition except insofar as it
may afford temporary comfort and re-
laxation through the application of
heat; (d) that said cabinet Is a cure,

or remedy for insomnia; or that it pos-
sesses any therapeutic value in the treat-
ment of such condition except Insofar
as it may afford temporary soothing and
relaxing effects through the application
of heat; (e) that said cabinet is a cure
or remedy for headaches; or that It pos-
sesses any therapeutic value in the treat-
'ment of headaches except insofar as it
may, through the application of heat,
afford temporary soothing and relaxing
effects upon the nerves in the case of
nervous headaches; (f) that said cabinet
will reduce obesity, build up under-
weight, restore vim or vigor, eliminate
broken down tissues, increase vitality,
increase the activity of the liver, or com-
bat poisons; or that said cabinet will
neutralize bacterial poisons, cell wastes
or other undesirable matter, or eliminate
such conditions from the body; (g) that
said cabinet will rejuvenate or vitalize
the nervous system, cleanse or purify the
blood, elinlinate contraction of the blood
capillaries, thin the blood, increase oxi-
dation, neutralize or eliminate toxins or
poisons, or "detoxinize" the body; (h)
that said cabinet constitutes an effCetive
method of health culture or health
building, or of preventing disease; (i)
that said cabinet contains healing ele-

oments or aids in restoring health to those
who are diseased; Mi) that said cabinet
affords any therapeutic benefits In the
treatment of any ailment or condition
other than such temporary benefits as
may result from the application of the
heat generated by the cabinet; (W) that
respondents' massaging device is a sci-
entific instrument or produces a scien-
tiflc massage; (1) that said device saves
time or labor; (in) that said device will
reduce fat spots, reduce the waistline,
or otherwise redute the weight or re-
contour the body; (n) that the use of
said device leaves the flesh more firm
or solid, picks up or kneads the flesh, or
oxidizes fatty deposits within the body;
(o) that said device relieves constipation
or promotes regular bowel action; (P)
that said device limbers up or relieves
tension in sore, stiff, or aching muscles
in the feet, legs, neck, or any other part
of the body, (q) that said device relieves
Insomnia o induces sleep; (r) that said
device relieves nerve pressure or nerve
tension; (s) that said device affords to
the surface of the body benefits equiv-
alent to those afforded by exercise; or
which advertisements Ct) use the word
"Mineral" to designate, describe, or refer
to respondents' bath cabinet, or other-
wise represent, directly or by implica-
tion, that a mineral bath may be ob-
tained by the use of said cabinet; pro-
hibited. (See. 5, 38 Stat. 719, as amend-
ed by sec. 3, 52 Stat. 112; 15 T.S,C,,
Sec. 45b) [Cease and desist order, Ed.
W Arnold Company, et al., Docket 4818,
December 20, 1944]

In the Matter ol Ed. W. Arnold Company,
a Common Law Trust Doing Business
Under the Trade Names Edward W
Arnold Company and Edw. W Arnold
Company, and Ed. W Arnold, Indi-
andually and as Sole Trustee of Ed. W
Arnold Company, ch Common Law
Trust.
At a regular session of the Federal

Trade Commission, hell at its office in
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the City of Washington, D. C., on the
20th day of December, A. D. 1944.

This prcceeding having been heard by
the Federal Trade Commssion upon the
hqomplaint of the Commission (no answer
having been filed by respondents) -esti-
mony and other evidence, report of the
trial exammer upon the evidence, and
briefs in support of and in opposition to
the complaint (oral argument not having
been requested) and the Commission
having made its findings as to the facts
and its conclusion that the resnondents
have violated the provisions of the Fed-
eral Trade Commission Act:

It is ordered, That the respondents, Ed.
W. Arnold Company, a common law
trust, trading as Edward W. Arnold Com-
pany and as Edw. W Arnold Company,
or trading under any other name, and
Ed. W. Arnold, individually and as sole
trustee of Ed. W. Arnold Company, and
respondents' agents, representatives, and
employees, directly or through any cor-
porate or other device, in connection with
the offering for sale, sale, or distribution
of respondents' bath cabinet designated
"Arnold's Electro-Vaponzed Iineral
Bath" and "New Deluxe Multi-Treat-
ment Cabinet" and respondents' massag-
ing device designated "Tu-Way las-
sager," or any other articles or devices
of substantially similar construction or
possessing substantially similar prop-
erties, whether sold under the same
names or any other names, do forthwith
cease and desist from:

1. Disseminating or causing to be dis-
semmated any advertisement by means
of the United States mails, or by any
means in commerce, as "commerce" is
defined in the Federal Trade Commission
Act, which represents, directly or by im-
plication:

(a) That respondents' bath cabinet is
a cure or remedy for or possesses any
therapeutic value in the treatment of
diabetes, high blood pressure, blood dis-
orders, dropsy, asthma, fevers, toxic or
acid conditions, sclerosis, kidney trouble,
blindness, gonorrhea, cancer, syphilis,
paralytic insanity, colds, sore throat,
catarrhal conditions, ulcers, eryspelas,
adhesions, skin eruptions, cysts, ear dis-
charges, head noises, tuberculosis of the
bowels, rectal troubles, heart troubles,
cramps, pains or tortures peculiar to
women, weaknesses or worn down condi-
tions, general debility, sleeping sickness,
blood poison, poisons from bad teeth, or
rheumatic fever;

(b) That said cabinet is a cure or
remedy for rheumatism, lumbago, or
neuritis; or that it possesses any thera-
peutic value in the treatment of such
conditions except insofar as it may,
through the application of heat, afford
temporary relief for the pains accom-
panying such conditions;

(c) That said cabinet is a cure or
remedy for St. Vitus's dance; or that it
possesses any therapeutic value m the
treatment of such condition except in-
sofar as it may afford temporary comfort
and relaxation through the application
of heat;
(d) That said cabinet is a cure or

remedy for insomnia; or that it pos-
sesses any therapeutic value in the
treatment of such condition except in-

sofar as It may afford temporary sooth-
Ing and relaxing eficcU, through the
application of heat;

(e) That said cabinet is a cure or rem-
edy for headaches; or that It pozss=ses
any therapeutic value in the treatment
of headaches except insofar as it may,
through the application of heat, afford
temporary soothing and relaxing efiects
upon the nerves in the c=e of nervous
headaches;

(f) That said cabinet will reduce
obesity, build up underweight, restore
vim or vigor, eliminate broken down tts-
sues, increase vitality, Increase the activ-
ity of the liver, or combat poisons; or
that said cabinet will neutralize bacterial
poisons, cell wastes, or other undc-irable
matter, or eliminate such conditions
from the body;

(g) That said cabinet will rejuvenate
or vitalize the nervous system, cleanse
or purify the blood, eliminate contrac-
tion of the blood capillarle:s, thin 1he
blood, increase oxidation, neutralize or
eliminate toxins or poisons, or "detoxln-
Ize" the body;

(h) That said cabinet constitutes an
effective method of health culture or
health building, or of preventing disease;

(i) That said cabinet contains healing
elements or aids in restoring health to
those who are diseased;

Qi) That said cabinet affords any
therapeutic benefits In the treatment of
any ailment or condition other than such
temporary benefits as may result from
the application of the heat generated by
the cabinet;

(W) That respondents' mas-,aging de-
vice is a scientific instrument or produces
a scientific massage;

U) That said device saves time or
labor;

(m) That said device will reduce fat
spots, reduce the waistline, or otherwie
reduce the weight or recontour the body;

(n) That the use of said device leaves
the flesh more firm or solid, picks up or
kneads the flesh, or oxidizes fatty lie-
posits within the body-

(o) That said device relieves constipa-
tion or promotes regular bowel action;

(p) That said device limbers up or re-
lieves tension in sore, stiff,' or aching
muscles in the feet, legs, ne&, or any
other part of the body;

(q) That said device relieves insomnia
or induces sleep;

(r) That said device relieves nerve
pressure or nerve tension;

(s) That said device affords to the
surface of the body benefits equivalent
to those afforded by exercise;

or which advertisement
(t) Uses the word "iJneral" to des-

ignate, describe, or refer to respondents'
bath cabinet, or otherwise represents,
directly or by implication, that a mineral
bath may be obtained through the use of
said cabinet.

2. Dlsseminating or causing to be
disseminated any advertisement by any
means for the purpose of inducing
or which is likely to induce, directly or
indirectly, the purchase of said prod-
ucts in commerce, as "commerce" is de-
fined in the Federal Trade CommLion
Act, which advertisement contains any
representation prohibited In paragraph
1 hereof.

I t, further ordered, That the resirnd-
ents shall, within sixty (CO) days atc=r
service upon them of this order, fIa v.-ih
the Commission a repxrt in writing, .-
ting forth in detail the manner aI foirm
in which they have complied with this
order.

By the Commission.
[-ILI A. N. R-ss,

Acting Szercfar';

[F. R. Dcc. 45--I54; Filcd, J=i. 25, 1545;
21:34 a. m.1

TITLE 21--HOUSING C"REDIT

Chapter VTI--.National Housing Agezcy
[1HA Reg. 63-4D1

PA T 701--Exczmor.s o CrDlz Per Dz-
r.sz Hou=nia F=0:1 Co.-.=-= Camrna
Rssu-Mxo:-S

Dfl=I'IO OF =110ns TO =aoirS
&ND Lnifl'.S TO =C= 111 0i!D=nG AND

=llAfJAI5 cr=ssns rzoss raGVz-
sioas 0 ON ossoMs cr=Iu rEGr~Io.
The purpose of this reaulation is to

repeal IR& Reulation N1o. 60-4C and to
reinstate NMA Ganeral Order(g.) No.
60-4B (8 P.R. 15312; 24 CFR, 1243 Supp.,
Part '04)

NHA Re-ulation No. 60-4C is hereby
repslcd and ZURA General Ozdar (R:g.)
No. 60-4B is hereby readopted and made
effective on the effective date of this reg-
ulation. Form NRA. 60-5 (Rev. 8/6/44)
shall be used as prescribed in NHA Gen-
eral-Order (Reg.) No. 60-4M.

This re-ulation shall be effective on
January 26th, t1C45.

(55 Stat. 839; E.O. 9070, 3 CFR, Cum.
Supp., 40 Stat. 415, as amended; E.O.
8243; 3 CFR, Cum. Supp., 12 CFR, Cum.
Supp., 222.8 (e))

Jo=n B. BLumron, Jr.,
Admnustrator.

IF. F. Doz. 45-1493; Filed, Jan. 25, 1945;
10:46 a. m.]

TITLE 30-MINERAL RESOURCES
Chapter VI-Solid Fuels Admunstration

for War

P,*.nT G02--Gnixas 0=.xn AsDm
Di cTIvES

D=nC5IOIT TO ALL PFODUCzns OF CO'L I
DIS=riCr 0 S=Mssi TO =EAMIL ISa'
To assure the equitable distribution of

coal producEd in District 8 to retail
dealers, It is necessary, pursuant to
SFAW Regulation No. 1, as amended, to
Issue the folowing direction:

1. raclh producer cf coal In Dstrlct G ttho
chlp coal to retail delers pursuant to the
provLson of SAW Raulatfon No. 23, az
amendc:, r,1' dcsrm1ne the amount of coal
rlhlch be is cblIatcd to furnsh each retail
dealcr during the poricl Fe-ruay 1, 155
to March 31, 1015, a=d he Is pmf-ftitzd from
chIlplng to any siich dealer during the month
of Fcbruary more than 9 par cant of such
amount oZ coa.

In determining the amount of coal ca
ho Lo obl-atcl to shlp to reta l dasl=-r, the
producer shall:
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(a) Include all orders entitled to prefer-
ence under § 602.505 of SFAW Regulation No.
23 (except as modified by the notice of direc-
tion to all persons shipping, and to all retail
dealers in the States of Illinois, Iowa, Minne-
sota, Missouri, Nebraska, North Dakota,
South Dakota and Wisconsin receiving cer-
tain sizes of high volatile domestic coal pro-
duced in District 8, issued January 15, 1945)
and coal to be shipped to retail dealers pur-
suant to specific permission or direction by
SFAW" but

(b) Exclude coal in Size Groups 11-14,
inclusive, and 18-22, inclusive (as Indicated
in the minimum price schedules of the former
Bituminous Coal Division).

2. Each producer shall submit on or be-
fore February 1, 1945, to Mr. Wayne P. Ellis,
Area Distribution Manager for District 8,
610 Transportation Building, Cincinnati 2,
Ohio, a statement showing separately by
areas (as indicated in § 602.505 (a) (3) of
SFAW Regulation No. 23) and separately for
the months of February and March the aggre-
gate amount of coal which the producer is
obligated, consistent with paragraph 1,
above, to furnish to retail dealers located in
Consuming Areas 1, 2 and the unrestricted
portion of 3. This statement shall show
separately the amount of coal in Size Groups
1-7, inclusive, 8-9, and 10 (as indicated in
the minimum price schedules of the former
Bituminous Coal Division).

3. Each producer subject to paragraphs
1 and 2, above, shall furnish to Mr. Wayne
P. Ellis, Area Distribution Manager, 610 Trans-
portation Building, Cincinnati 2, Ohio, on
or before February 1, 1945, a statement show-
ing the surplus tonnage, grouping sizes as
set forth in paragraph 2, above, which he has
or expects to have available for distribution
to retail dealers during the month of Feb-
ruary and during the month of March.

This direction shall become effective
immediately.

(E.O. 9332, 8 F.R. 5355; E.O. 9125, 7 F.R.
2719; See. 2 (a) 54 Stat. 676, as amended
by,55 Stat. 236 and 56 Stat. 176)

Issued this 24th day of January 1945.

.C. J. POTTER,
Deputy Solid Fuels Admmistrator

for War

[F. R. Doc. 45-1508; Filed, Jan. 25, 1945;
11:18 a. m.]

TITLE 32-NATIONAL DEFENSE
Chapter IX-War Production Board

AurHoary: Regulations in this chapter,
unless otherwise noted at the end of docu-
ments affected, issued under sec. 2 (a), 54
Stat. 676, as amended by 55 Stat. 236 and 56
Stat. 177; E.O. 9024, 7 F.R. 329; E.O. 9040, 7
P.R. 527; E.O. 9125, 7 P.R. 2719; W.P.B. Reg. 1
as amended Dec. 31, 1943, 9 F.R. 64.

PART 3175-REGULATIONs APPLICABLE TO
THE CONTROLLED MATERIALS PLAN

[CMP Reg. 1, as Amended Jan. 25, 1945]

Par.
(a) Purpose and scope.
(b) Definitions.
(c) General allotment procedure.
(d) Bills of materials and applications for

allotments.
(e) Responsibility for statements of re-

quirements.
(f) Forms in which allotments made.
(g) Allotments by consumers.
(h) Methods of allotment.
(i) Method of cancelling or reducing al-

lotments.
(j) Assignment of allotments.
(k) Grouping of allotments and schedules

by major programs

Par.
(k-i) Class A products sold to distributors

or for MRO,
(I) Small order procedure.
(m) Relationship between allotments and

production schedules.
(n) Manner of authorizing production

schedules.
(o) Authorized production schedules must

be filled.
(p) Protection of Class A product sched-

ules.
(q) Reconciliation of conflicting schedules.
(r) Alternative procedure for simultane-

ous allotments.
(s) How to place orders with controlled

materials producers.
(s-i) Restrictions on plading authorized

controlled material orders.
(t) Controlled materials producers.
(u) Restrictions on use of allotments and

materials.
(v) Adjustments for purchases on other

than authorized controlled materl
orders.

(w) What to do if requirements change.
(x) Other War Production Board regula-

tions and orders.
(y) Records and reports.
(z) Appeals and applications for relief.
(aa) Penalties.

PURPOSE AND SCOPE

§ 3175.1 CMP Regulation 1. (a) This
regulation explains how allotments for
manufacturing operations are made
under the Controlled Materials Plan,
how production schedules are authorized
and how controlled materials are ob-
tained. Other CMPregulations cover in-
ventory restrictions, preference ratings,
warehouses and distributors, mainte-
nance, repair and operating supplies,
construction and other matters.

DEFINITIONS

(b) The following definitions shall ap-
ply for the purposes of this regulation
and for the purposes of any other CMP
regulation unless otherwise indicated:

(1) "Controlled material" in e a n s
steel-both carbon (including wrought
iron) and alloy-copper (including cop-
per base alloys) and aluminum, in each
case only In the forms and shapes indi-
cated in Schedule I attached.

(2) "Controlled Materials Division"
means the Steel Division', the Copper
Division-or the Aluminum Division of
the War Production Board.

(3) "Industry Division" means the Di-
vision, Bureau, or other unit of the War
Production Board which is charged with
supervision over the operations of a par-
ticular industry. The term also includes
any other government agency which, by
arrangement with the War Production
Board, may perform similar functions
with respect to a particular industry.

(4) "Claimant Agency" means the fol-
lowing government offices and such oth-
ers as may be designated from time to
.time. (Identifying symbols are indi-
cated in parentheses.)
War Department (W)--except Ordnance

which is identified by the symbol (0).
Navy Department (N).
Maritime Commission (M).
Aircraft Resources Control Office (agent for

Army Air Forces and Bureau of Aeronautics
of United States Navy (C).

Foreign Economic Administration-Office of
Lend-Lease Administration (L).

Foreign Economic Administration-Office of
Economic Warfare (E).

Office of Civilian Requirements (V).

Department of Agriculture (A)
Offlce of Defense Transportation (T).
Office of Rubber Director (R).
Petroleum Administration for War (P).
National Housing Agency (H).
Office of War Utilities (U).

The symbol (F) will be used by several
Claimant Agencies to identify certain
construction programs; the symbols (B),
(G), (J) and (K) will be used to identify
certain B product programs: the symbol
(D) will be used to identify certain pro-
grams covering items destined for the
Dominion of Canada; the symbol (S)
will be used to identify certain miscel-
laneous programs including certain B
product programs and construction pro-
grams; the symbol (SO) will be used to
identify small orders as defined In para-
graph (1) and the symbol (Z) will be
used to identify production authorized
under Priorities Regulation 25 and cer-
tain other programs. The symbols (B),
(D), (F), (0), (J) (K), (Z), (SO) and
(RO) constitute Claimant Agency sym-
bols for the purpose of all CMP regu-
lations.

(5) "Allotment" means (i) a determi-
nation by the Requirements Committee
of the War Production Board of the
amoujit of controlled materials which a
Claimant Agency may receive during a
specified period, or (i) a further deter-
mination pursuant thereto by a Claimant
Agency, Industry Division, prime con-
sumer or secondary consumer, as to the
portion of its allotment of controlled ma-
terials which may be received by one of
its prime consumers or secondary con-
sumers, as the case may be.

(6) "Prime consumer" means any per-
son who receives an allotment of con-
trolled material from a Claimant Agency
or an Industry Division.

(7) "Secondary consumer" meabs any
person who receives an allotment of
controlled material from a prime con-
sumer or another secondary consumer.

(8) "Class A product" means any
product which is not a Class B product
(as defined in subparagraph (9) below),
and which contains any steel, copper or
aluminum, fabricated or assembled be-
yond the forms and shapes specified in
Schedule I, other than such steel, cop-
per or aluminum as may be contained in
Class B products Incorporated In It as
parts or sub-assemblies.

(9) "Class B product" means any
product designated as such in the "Offi-
cial CMP Product List" printed in "Prod-
ucts and Priorities" issued by the War
Production Board, as the same may be
modified from time to time, which con-
tains any steel, copper or aluminum,
fabricated or assembled beyond the
forms and shapes specified in Schedule
I, other than such as may be contained
in other Class B products incorporated
In It as parts or sub-assemblies.

(10) "Program" means a plan speci-
fying the total amount of an item or
class of items to be provided In a speci-
fied period of time.

(11) "Authorized program" means a
program specifically authorized by the
Requirements Committee or by a Claim-
ant Agency or Industry Division within
the limits of its allotment.

(12) "Production schedule" means a
plan specifying the total amount of an
item or class of items to be produced by
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an mdividual consumer in a specified
period of time.

(13) "Authorized production sched-
ule" means a production schedule spe-
cifically authorized within the limits of
an authorized program by a Claimant
Agency or by an Industry Division with
respect to a prime consumer, or specifi-
cally authorized by a prime or secondary
consumer with respect to a secondary
consumer producing products for it as
required to meet an authorized produc-
tion schedule.

(14) "Delivery order" means any pur-
chase order, contract, release or shipping
instruction which constitutes a definite
and complete instruction from a pur-
chaser to a seller calling for delivery
of any material or product. The term
does not include any contract, purchase
order, or other arrangement which, al-
though specifying the total amount to
be delivered, contemplates that further
instructions are to be given.

(15) "Authorized controlled material
order" means any delivery order for any
controlled material as such (as distinct
from a product containing controlled
material) which is placea pursuant to
an allotment as provided in paragraph
(s) of this regulation or which is spe-
cifically designated to be such an order
by any regulation or order of the War
Production Board.

GENERAL ALLOTLE PROCEDURE

(cl This paragraph explains the gen-
eral allotment procedure.
Allotments by Requirements Committee

to Claimant Agencies
(1) The Requirements Committee of

-the War Production Board will distrib-
ute the available -supply of controlled
materials by making allotments to the
Claimant Agencies or Industry Divisions
for each quarter, designating the amount
of each form of controlled material
available, during the quarter, to each
Claimant Agency or Industry Division
for allotment to its prime and secondary
consumers.
Allotments by Claimant Agencies to

Prime Consumers Producing Class A
Products
(2) Each Claimant Agency will dis-

tribute the allotments received by it
by making further allotments to the
prime consumers who produce Class A
products for it. Such allotments will
designate the amount of each form of
controlled material available to each such
prime consumer, during the quarter, for
use by it or allotment to the secondary
consumers producing Class A products
as parts or sub-assemblies for it. A
prime consumer producing Class A prod-
ucts for several-Claimant Agencies shall
obtain separate allotments from each,
A Claimant Agency, may, in particular
cases, make allotments through an In-
dustry Division.
Allotments by Industry Dimszons to pro-

ducers of Class B- products
(3) Unless otherwise specifically di-

rected, allotments to producers of Class
B products will be made only by Industry
Divisions, both in the case of Class B
products which are end-products and in
the case of Class B products which are
incorporated in other products whether

Class A or Class B. Allotments made
by the Requirements Committee may be
made available to the Industry Divislons
for this purpose by the Claimant Agen-
cies. Each Industry Division will make
allotments to the prime consumers pro-
ducing Class B products under Its juris-
diction. In addition, allotments for
products for which application may be
made under Priorities Regulation 25, will
be made by the Field Offices of the War
Production Board. Such allotments will
designate the amount of each form of
controlled material available to each
such prime consumer, during the quar-
ter, for use by It or allotment to second-
ary consumers producing Class A prod-
ucts for it. A manufacturer of several
Class B products coming under the Juris-
diction of different Industry Divisions
shall obtain separate allotments from
each. A consumer producing Class B
products is always a prime consumer with
respect to such production.

Allotments by Prime and Secondary
Consumers

(4) Each prime consumer receiving
an allotment may use that portion of
the allotment which he requires to ob-
tain controlled materials as such for
his authorized production schedule, and
shall allot the remainder to his sec-
ondary consumers producing Clas A
products for him, to cover their require-
ments for controlled materials. Allot-
ments by secondary consumers to sec-
ondary consumers supplying them may
be made in the same fashion. A second-
ary consumer producing Class A prod-
ucts for several other consumers shall
obtain separate allotments from each.

Advance Allotments
(5) Advance allotments by Claimant

Agencies or Industry DivIsions to prime
consumers may be made within specified
limits before receipt of allotments from
the Requirements Committee In order to
assure fulfillment of lonm term proarams
and schedules. Prime consumers receiv-
ing such advance allotments may, in
turn, make allotments to their secondary
consumers, and secondary consumers
may make further allotments, in the
same manner as in the case of ordinary
allotments, but no consumer shall make
any allotment in advance of receiving
his own allotment.

Allotment Numbers
(6) (1) Allotments to prime consum-

ers shall usually be identified by allot-
ment numbers consisting of a Claimant
Agency letter symbol and seven digits.
This seven-digit allotment number Is
known as a: "Full MIP allotment num-
ber." The Claimant Agency symbol is in-
dicated after the name of each Agency in
paragraph (b) (4) of this regulation.
The first four digits Identify the author-
ized program of the Claimant Agency.
The next three digits Identify the author-
ized production schedule of the prime
consumer. The numerical Identification
of months and quarters as previously re-
quired is abolished. Allotments must
show the quarter for which the allot-
ment is valid-for example, "3rd quar-
ter 1943" instead of "19" This may
be abbreviated as "3Q43" and should ap-
pear immediately following the allot.

ment number. Orders for controlled
materials must Indicate the month de-
livery is required instead of a month
number-for example, "July, 1943." The
change from the numerical system shall
take effect on July 1, 1943, but shall not
apply to orders placed, or allotments
made, before then.

(i) Allotments to secondary con-
sumers shall be Identified by a CLP
allotment symbol consisting only of a
major program identification. The
major pro:ra identification shall
conoist of the Claimant Agency letter
symbol followed by the first digit only
of the program number (omitting the
last three digits of the program number
and the entire schedule number) For
eample, in the case of an allotment to
a prime consumer for the third quarter
of 1943, designated W-2345-607, the al-
lotment to a secondary consumer will be
simply W-2-3Q43 denoting an allotment
for major program number 2 of the War
Dpartment for delivery of controlled
materials in the third quarter of 1943.
The term "abbreviated allotment num-
ber" will no longer be usad. Instead, the
term "CLIP allotment symbor' il in-
clude an abbreviated allotment number,
as well as any other symbol (such as,
'TIRO") which is so designated by any
War Production Board order or re-ula-
tion.
MMLOF 1A1TlS AND APPLICA IONS FOR

ALL07Z'JENT
(d)" This paragraph explains the use

of bills of materials, applications for
allotments and other information, in
making allotments.

General
(1) The basis for an allotment to a

consumer shall be his actual require-
ments for controlled materials in con-
nection with the fulfillment of an au-
thorized production schedule. The pro-
duction schedule shall be authorized as
provided in paragraph (n) of this regu-
lation. Information as to requirements
*hall be in the form of a bill of ma-
terlals, an application for allotment
and/or other information as provided
below in this paragraph (d) -.

Bills of Materials
(2) A bill of materials shows the

amounts of controlled materials re-
quired by a consumer and his secondary
consumers, irrespective of time of deliv-
ery and inventory, for production of one
unit or a specifled number of units of his
product. Bills of materials shall be pre-
pared in the manner specified in "Gen-
eral Instructions on Bills of Mlatera,"
on forms CMP-1, CLIP-2 and CMP-3 or
on such other forms as may be pre-
scribed. No consumer shall be required
to furnish a bi of materials on any form
which is not officially preceribed (as indi-
cated by a Bureau of Budget number),
but in cases where another form is in use
which gives the same information as the
olcinl form, the Claimant Agency, In-
dustry Division or consumer to whom a
bill of materials is to be furnished may
accept It on such other form.

Application for Allotment
(3) An application for allotment shows

the aggregate amount of each form of
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controlled material required (after tak-
ing inventories into account to the extent
required by CMP Regulation No. 2) by
a consumer and his secondary consumers
during each quarter for his entire pro-
duction of a specified product or class
of products for the same customer, in
the case of Class A products, or for all
customers (unless otherwise directed)
In the case of Class B products. Appli-
cations are to be made by manufactur-
ers of Class A products on Form CMP-
4A as issued by the appropriate Claim-
ant Agency, and .by manufacturers of
Class B products on Form CMP-4B as
issued by the War Production Board,
Form WPB-4000 (for production
under Priorities Regulation 25) or cn
such other forms as may be pre-
scribed. Allotments are to be made on
a quarterly basis and applications for
allotments are also to be made on a
quarterly basis, in lieu of a monthly
basis as originally prescribed, except as
may otherwise be required in any allot-
ment or by the applicable application
form.

Class B Components Not Included

(4) A bill of materials or application
for allotment shall not include controlled
materials required for manufacture of
Class B products which will be mcorpo-
rated in the product with respect to
which the bill of material or application
is submitted, although information as to
the number or value of such Class B
products is to be given in bills of mate-
rials to the extent required by the
instructions.

MRO Excluded
(5) Requirements for maintenance,

repair or operating supplies shall not be
included in bills of materials or applica-
tions for allotment. Requirements for
such purposes are to be obtained sepa-
rately as provided in CMP Regulation
No. 5, CMP Regulation No. 5 A and or-
ders in the P and U series.

Where and When to File
(6) Bills of materials and applications

for allotments shall be filed with the
Claimant Agency, Industry Division or
other consumer by whom the allotment is
to be made, as indicated in paragraph
(c) of this regulation. Bills of materials
shall be filed only when and as called for
by such Claimant Agency, Industry Di-
vision or other consumer. Manufactur-
ers of Class A products shall file appli-
cations for allotments only when and as
called for by the Claimant Agency or
other consumer for whom they make
their products. Manufacturers of Class
B products who will require controlled
materials from controlled materials pro-
ducers (or whose secondary consumers
will require the same) must file applica-
tions for allotments on Form CMP-4B
by such date as may be designated orap-
proved by the appropriate Industry Di-
vision (or In special cases by a Claimant
-Agency) Those manufacturers of Class
B products who will obtain their require-
ments of controlled materials entirely
from warehouses or retailers, and whose
secondary consumers will do the same,
need not file any applications for allot-
ments. Procedures for obtaining con-

trolled materials from warehouses or re- (3) If any consumer receives any
tailers, and limitations on the amount statement of requirements which he
which may be obtained are provided in knows or has reason to believe to be
CMP Regulation No. 4. Manufacturers substantially excessive (whocher by In-
of Class A products who sell them for use advertence or otherwise), he shall with-
as maintenance, repair or operating sup- hold any allotment based thereon (either
plies, or deliver them to distributors, entirely or In an amount sufficient to cor-
shall obtain allotments on Form CMP-4B rect the maximum excess) until satisfied
as provided in paragraph (k-i) of this that the statement is not excessive or
regulation, that it has been appropriately modified.

If unable to obtain sufficient Informa-
Additional information tion or an appropriate modification, he

(7) Each person making an allotment shall promptly report the matter to the
may require such other information in appropriate Claimant Agency or Indus-
lieu of, or in addition to, a bill of mate- try Division. Failure to withhold allot-
rials or application for allotment as is ments or to make such report shall be
required to enable him to make the allot- deemed participation in the offense,
ment requested or to furnish any bill of (4) If, after making any allotment, a
materials, application for allotment or consumer ascertains or has reason to be-
other information that may be required ileve that the allotment was substantially
of him. If the consumer from whom in excess of actual requirements, he shall
such other information is requested is either (i) correct the excess by cancelling
of the opinion that compliance with such or reducihg the allotment or other al-
request would be unreasonably burden- lotments made by him to the same con-
some he may appeal for relief as pro- sumer, or (11) report the matter promptly
vided in paragraph (z) of this regulation, to the appropriate Claimant Agency or

Industry Division. Failure to make such
Wamver correction or report shall be deemed par-

(8) Any consumer making an allot- ticipation in the offense.
ment may waive the furmshing of a bill (5) An Inadvertent overstatement of
of materials or application for allotment, requirements shall be deemed substan-
or both, if he has other information as tially excessive for purposes of subpara-
to actual requirements of his secondary graphs (2) (3), and (4) of this para-
consumers (taking into account the in- graph (e) if, but only if, it exceeds actur.1
ventory restrictions of CMIP Regulation requIrements by either (i) one-third or
No. 2) which is sufficiently accurate and more of actual requirements or (ii) the
detailed to enable him to make the al- minimum mill quantity specified in
lotment and to furnish any bill of ma- Schedule IV attached, whichever is less,
terials, application for allotment or other FORMS IN WHICH ALLOTMENT. MADIE
information that may be required of him. (f) Each allotment, whether made by

RESPONSIDILITY FOR STATEMENTS OF a Claimant Agency, an Industry Division
REQUIREMENTS or a prime or a secondary consumer,

(e) (1) The furnishing of any bill of shall specify the form of the controlled
materials, application for allotment or material allotted. Allotments of steel
other information as to requirements by shall be in terms of (1) carbon steel
a consumer, shall constitute a represen- (including wrought iron) and (2) alloy
tation by him to the person to whom it is steel, without further breakdown. Al-
furnished, to the appropriate Claimant lotments of aluminum will be in terms
Agency and to the War Production of "aluminum" without any breakdown,
Board, that the statements contained instead of the breakdown formerly pro-
therein are complete and accurate, to the vded rof nine forms and shapes, Allot
best of his knowledge and belief, not only ments of copper shall be broken down as
with respect to such consumer's own re- indicated In Schedule 1. A consumer
quirements but also with respect to those may make allotments only in the same
of his secondary consumers. forms of controlled materials in which

(2) Any person whoascertansthathe he has received his allotment, except(2) Anusnwhyoerta s twhather that a corsumer may, if he desires, breakhas substantially overstated (whether allotments of aluminum down Into the
by inadvertence or otherwise) his re- altet fauiu onIt h
qyirements,c e or thewf is secondary forms and shapes formerly provided, In
consumers, for any form of controlled such a case, however, the person receiv-

material, shall immediately report such ng the allotment may Ignore the bread-
error to the person to whom the state-
ment of requirements was furnished. in terms of "aluminum"
If he has already received an allot- ALLOTMENTS BY CONSUMIEnS
ment based on such overstatement, (g) (1) No consumer shall make any
he shall immediately cancel or reduce allotment in an amount which exceeds
the same (or an equivalent amount of the related allotment received by him,
other allotments received for the same after deducting all other allotments made
authorized production schedule) to the by him and all orders for controlled ma-
extent of such excess, and report such terials placed by him pursuant to his
.cancellation or reduction to the person related allotment.
-from whom the allotment was received; (2) No consumer shall make any al-
or if he is unable for any reason to make lotment in excess of the amount re-such cancellation, he shall immediately quired, to the best of his knowledge and

belief, to fulfill the related authorized
make a full report to the person from production schedule of the secondary
whom he received the allotment, and consumer to whom the allotment is made
shall send a copy of such report to the (including the schedules of any second-
appropriate Claimant Agency .or Indus- ary consumers supplying the latter)
try Division, if the allotment was re- (3) No consumer shall make any al-
ceived from another consumer, lotment for the production of Class B
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products and no person shall accept any
allotment from a consumer for the pro-
duction of Class B products, except as
permitted by Direction 36 to CM Regu-
lation No. 1.

(4) No consumer who has received his
allotment for an authorized production
schedule shall place any'delivery order
(other than small orders placed pursuant
to paragraph (1) of this regulation) for
any Class A product required to fulfill
said schedule, unless concurrently there-
with, he makes an allotment to the
person with whom the order is placed,
in the amount- required by such per-
son to fill said order (taking such per-
son's inventory into account to the ex-
tent required by CIP Regulation No. 2),
however, if he purchases a Class A prod-
uct which has been manufactured under
the provisions of paragraph (k-i) of this
regulation, he need make no allotment
for such product.

(5) Paragraph (g) (4) does not apply
in the case of any order for a Class A
product required to ll an authorized
production schedule identified by a CMP
allotment symbol Z-1. However, in such
a case, the manufacturer of the Class A
product may reject the order, whether
the order is rated or not, if an allotment
is not made, or controlled materials fur-
nished, in an amount required to fill the
order (taking his inventory into account
to the extent required by CMP Regula-
tion 2)

isETHODS OF ALLOTLiI'VT

(h) (1) A consumer may make an al-
lotment to his secondary consumer on
such form (including Form CMP-5 set
forth in Schedule II) as may be pre-
scribed for the purpose. Allotments may
be made by telegraphing the information
required by the appropriate form and
confirming the same with such form.

2. Every consumer shall place on each
allotment made by him the CMP allot-
ment symbol which is on the related
allotment received by him, and shall in-
dicate the quarter for which the allot-
ment is valid, except that if the full
allotment number described in subdi-
vision (i) of paragraph (c) (6) of this
regulation is on the allotment received
by him, he need only place on related
allotments made by him the CMP allot-
ment symbol described in subdivision (ii)
of paragraph (c) (6). If a consumer
places a delivery order for which he has
made an allotment by separate instru-
ment, he shall place the appropriate
number on said order, and shall indicate
the quarter for which the allotment is
valid.

THOD OF CANCELLING OR REDUCIiG
ALLOTLII S

(i) A person who has made an allot-
ment may cancel or reduce the same by
notice in writing to the person to whom it
was made. A person who has received
an allotment may cancel or r~duce the
same by making an appropriate notation
thereon and notifying the person from
whom he received it. In either case, if
an allotment received by a person is
cancelled he must cancel all allotments
which he has made, and all authorized
controlled material orders which he has
placed, on the basis of the allotment;

and, if an allotment received by a per-
son is reduced, he must cancel or reduce
allotments which he has made, or au-
thorized controlled material orders which
he has placed, to the extent that the
same exceed his allotment as reduced.
If such cancellation or reduction is not
practicable, he may make equivalent
cancellations or reductions with respect
to other allotments received by him for
the same production schedule. Where
such course of action is not practicable
he may use or dispose of controlled ma-
terials or Class A products which he gets
with an allotment in the way explained
in paragraph (u) of this regulation.
If at the time an authorizcl controlled
material order is cancelIc pursuant to
this paragraph, the consumer would be
entitled to receive the controlled mate-
rial- because of the provisions of para-
graphs (c) (2) r-nd (c) (4) of CMP Reg-
ulation No. 2, the allotment has been
used and may not be returned, or used
for another purpose, Irrespective of
whether the order is in fact cancelled
or not.

ASSIGNUI=;T OF ALLOTZz-S

() (1) No consumer shall transfer or
assign any allotment in any way unlezs:

(I) Delivery orders placed with him,
In connection with which the allotment
was made to him, have been trans-
ferred or assigned to another consumer;

(ii) The authorized production sched-
ules of the respective consumers have
been duly adjusted; and

(Il) The transfer or assignment is ap-
proved in writing by the person wh0'
made the allotment.

(2) Transfers or assgnments of allot-
ments may be made without complying
with paragraph () (1) of this regulation
in connecto4 with the transfer or as-
sig ment of a business as a going con-
cern where the transferee continues to
operate substantially the same busines
in the same plant and where he uses
substantially the same trade-mark or
trade name. The transferee may use
the allotment and ratings of the trans-
feror but the transferee must notify the
War Production Board Ref: CMP Di-
vision of the details of the transaction,
giving the names of the pzrsons involved
and furnishing one extra copy of such
notification for each authorized produc-
tion schedule that he has received from
the War Production Board.
GROUPMfG OF ALLOTLI=TiS AM ScE ULES BY

MAJOR PRAIs

(k) A consumer operating unde sev-
eral authorized production cchedules
may combine in a single allotment to a
secondary consumer requirements for
any number of different production
schedules which are Identified by the
same CMP allotment symbol as pro-
vided in paragraph c) (6) diI), and he
may authorize a single production sched-
ule for the'secondary consumer in con-
nection with such allotment If the
secondary consumer has filed separate
applications, and the consumer making
the allotment acts on such applications
separately, the secondary consmer may
nevertheless treat such allotments and
authorized production schedules bearing
the same major program number as a

single allotment and a Single authorized
production schedule.

CLASS A Pn10DUCTS TrXATED AS CLASS B
PRODUCTS

(h-i) (1) A distributor of Class A
products who receives physical delivery
thereof may, unless othervwe specifically
ordered, buy and sell the same without
ma!ing or receiving allotments. A
manufacturer of Class A products seling
them directly or indirectly to such dis-
tributors may obtain an allotment for
such manufacture from the appropriate
Industry Division pursuant to applica-
tion on Form CMP-4B in the same man-
ner as If they were Class B products. If
physical delivery is made directly by
the manufacturer to a distributor's cus-
tomer, the latter (unless he is also a dis-
tributor) shall mak7T-e an allotment di-
rectly to the manufacturer in the same
manner and subject to the same condi-
tions as if the distributor had no part in
the transaction.

(2) A manufacturer of Class A prod-
ucts who sells them for use as mmnte-
nance, repair or opeating supplies (ex-
cept items directly purchased and pro-
grammmed by a Claimant Agency) shall,
unless otherwise specifIcally ordered, ob-
tain allotments for such manufacture in
the same manner as provided in subpara-
graph (1) of this p3ragraph 41-I) for
delivery to distributors. Applications
pursuant to said subp-ragraph (1) and
this subparagraph (2) may be combined
in a single application on Form CMIP-4B.

(3) A manufacturer who also sells
purchased Clas A products to round out
his line, which do not represent more
than 10% of his total sales, shall be
deamed the manufacturer of such prod-
uets and not a distributor for purposes
of this paragraph (:-i)

(4) A manufacturer of a Cla Aprod-
uct for which application may be made
under Priorities RegulatIon 25, may ob-
tain his allotment pursuant to applica-
tion under that Regulation to the Field
Ofilces of the War Production Board.

(5) A Class A product for which al-
lotments are made directly by the War
Production B3ard under this paragraph
(k-l) chall be treated in all respects as
a Class B product for the purpose of this
regulation.

(6) The War Production Board will
generally allot controlled materials for
civilian type Class A End Products made
for civilian and indirect military use,
Procurement Claimant Agencies will
usually allot directly for their nesis for
such products, although allotments in
some cases may be made through Indus-
try Divisions of the WPB.

I) This paragraph explains how or-
ders for Class A products requiring small
quantities of controlled materia*s may be
placed without madng an allotment.

Doflnifiou of S~mall Order
(1) A "small order" for purposes of

this regulation is a delivery order for a
Clas A product plac-d with a manufac-
turer where the amount of any con-
trolled material required to fill the order
does not exceed the followlng:
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Carbon steel (including wrought
Iron) and alloy steel ---------- 10 tons.

Copper wire mill and brass mill
products ------------------- 1, 000 lbs,

Copper and copper base alloy
foundry products ------------- 0 lbs.

Aluminum ------------------ 2, COO Ibs

The small order procedure may not be
Used to get from all suppliers more of the
same Class A product for use in the same
authorized production schedule during
the same calendar quarter than can be
made-out of the quantities of' controlled
materials shown above. A person may
place small orders for delivery in any one
calendar quarter for any number of dif-
ferent Class A products, provided the
quantities of -controlled materials for
each Class A product are within these
limits.

(2) A Class A product is considered
different from another Class A product if
It differs from the other product by rea-
son of one or more of its specifications
such as width, thickness, temper, alloy
finish, and the like. A person must not,
however, vary a minor specification just
for the purpose of using the small order
procedure. For example, if a person is
purchasing several different kinds of
springs, he may treat.each different type
or size of spring as a separate Class A
product, and orders placed for each type
or size which require controlled ma-
terials for their production within the
quantity limits specified in paragraph
(1) above constitute small orders, but
he must not vary the specifications of
the springs just to be able to place small-
orders.

Persons Entitled to Use the Small Order
Procedure

(3) Only a prime consumer who has
received an authorized production sched-
ule from a Claimant Agency or the War
Production Board, or a secondary con-
sumer who has received an authorized
production schedule from a prime con-
sumer or froin another secondary con-
sumer, can Use the small order pro-
cedure to get Class A products needed as
production material to fill the authorized
production schedule. A Claimant Agency
may use the small order procedure to
purchase Class A products for its own
use.

How to Place Small Orders for Class A
Products

(4) A person placing a small order
does not have to make an allotment-and
therefore does not have to show any al-
lotment number or quarterly designation
on his order. He must endorse his order
With the symbol SO,-the preference rat-
ing assigned his production schedule,
and either the certification set out in
CMAP Regulation No. 7 or the one set
out in CMP Regulation No. 3. Since he
does not make an allotment he does not
have to account for controlled materials
purchased to fill the order and does not
need to make any deduction from his
own allotment. A person, in filing an
application for allotments, need make no
adjustment for controlled materials
heeded to make Class A products which
he may buy under the small order
procedure.

(5) Where a person places orders for
a particular Class A product under the
small order procedure believing his total
requirements for the product during the
quarter will be within the small order
limits and later discovers that, due to
circumstances he could not reasonably
have foreseen, his total requirements for
the product during the quarter will not
be within the small order limits, he may
still use the small order procedure, but
must charge his allotment account with
the total quantity of controlled materials
needed to fill all orders for the product
to be delivered in the quarter. However,
if he does not have enough controlled
materials in his allotment account to
cover all of his orders for the product, he
must not use the small order procedure
to buy the additional quantity, but may
apuly for an allotment to make up the
difference.

How.to Obtain Production Materials to
Fill Small Orders

(6) A manufacturer of Class A prod-
ucts who receives small orders may get
controlled materials needed to filr them
by endorsing his purchase orders for
controlled materials with the allotment
symbol SO and the certification set out
ih paragraph (s) (3) of this regulation
or the certification set out in CMP Reg-
ulation No. 7. An order so endorsed is
An authorized controlled material order.
The manufacturer does not have to show
any quarterly designation,'or preference
rating on the order. He must show the
date or month when he needs to have the
gontrolled material delivered to him
either for the production of the product
ordered under-the small order procedure
or to replace in inventory controlled ma-
terial so used. If a manufacturer uses
controlled materials' from inventory in
filling small orders, he may place author-
ized controlled material orders, endorsed
with the SO symbol, calling for delivery
of controlled materials after the small
orders were delivered to his customer.
He may use the SO symbol and extend his
customers" ratings to get Class A prod-
Ucts needed to fill small orders. A man-
ufactuler of Class A products may in
buying controlled materials or Class A
products to be used in filling small orders
for his product, combine the require-
ments to fill all small orders received by
him. Where, in combining requirements
for Class A products to fill small orders,
the total amount of controlled materials
required for their production is greater
than the amounts shown in subpara-
graph (1) above, he should let his sup-
plier know that this results from com-
binig requirements, by endorsing on his
order a statement substantially as fol-
lows:

The Class A products covered by this pur-
chase order represent-the combined require-
ments to fill SO orders received by me.

(7) Materials other than controlled
materials, and Class B products required
to fill. small orders -may be purchased
subject to the same limits as apply to an
authorized production schedule, that is
they may only be ordered for delivery at
the -time and in the quantities-necessary
to meet the delivery dates specified on
the small orders, subject to the inventory
limits set forth in Priorities Regulation

No. 1. The rating applied to deliveries
of Class A products covered by a small
order may be used to buy Class A prod-
ucts, Class B products and materials
other than controlled materials, needed
to fill the order. The symbol SO must
be endorsed together with the rating on
all orders for such production materials,

(8) If a customer placing a small order
makes an allotment to cover it instead
of using the symbol SO, the manufac-
turer who receives the order may treat
the order as a small order just as though
it had been endorsed with the symbol
SO and no allotment had been made. He
nlust not, however, use the allotment in
sfich a case. In other words, a manu-
facturer of a Class A product receiving
an allotment of controlled materials
Which is within the small order con-
trolled material quantity limits has the
option of either using the allotment and
allotment number, or the small order
procedure, but not both. A manufac-
turer who receives a small allotment
which he chooses to treat as a small
order, does not have to return the al-
lotment or keep any record of its re-
ceipt.

Production Records
(9) A manufacturer of Class A prod-

ucts must keep records which will show
the amount of controlled materials or-
dered by the use of the SO symbol, and
his production records must be accurate
enough to show that the quantity of
Class A products produced to fill small
orders is reasonably related to the
amount of controlled materials bought
by the use of the SO symbol.

Bill of Materials Not Required

(10) A manufacturer of a Class A
product does not have to furnish his
customer with a bill of materials, applica-
tion for allotment, or equivalent Infor-
mation as to the amount of controlled
materials needed to fill any particular
small order. He must, however, if re-
quested, tell his customer the num-
ber of units of the Class A product
ordered which he can manufacture with-
in the limits of the quantities of con.
trolled materials set forth in subpara-
graph (1) above, or he must, at the
option of his customer, inform the cus-
tomer that the amount of each controlled
material needed to fill the order is with-
in the permitted small order limits,

RELATION5sHP BETWEEN ALLOTMEINTS AND
PRODUCTION SCHEDULES

(m) Every allotment made by a con-
sumtr must include or be accompanied by
authorization of a production schedule
with respect to the products to be sup-
plied to him, and no consumer shall
authorize a production schedule for a
secondary consumer unless he concur-
rently allots the controlled materials re-
quired to fulfill the schedule; provided,
however, that this paragraph shall not
apply to any delivery order bearing a
symbol (such as a small order bearing
the symbol SO) which may be placed
without making an allotment as express-
ly permitted by any regulation or order of
-the War Production Board. Also it is
not necessary to make an allotment when
authorizing a production schedule Iden-
tified by the CMP allotment symbol Z-1.
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isMxxER OF AUTMO.ZIG PRODUCTION
SCHE ULE

(n) (1) A production schedule for each
prime consumer producing a Class A
product shall be authorized by the ap-
propriate Claimant Agency on such form
as- may be prescribed. A Claimant
-Agency may, in particular cases, au-
thorize a production schedule through an
Industry Division.

(2) A production schedule for each
secondary consumer producing a Class A
product shall be authorized by the con-
sumer for whom such Class A product is
to be produced, on such form as may be
prescribed; provided, however, that the
delivery date specified on a delivery order
shall constitute an authorization of the
minimum production schedule required
to permit delivery on such date.

(3) A production schedule for each
consumer producing a Class B product
shall be authorized by the appropriate
Industry Division (or in special cases by
a Claimant Agency) on such form as may
be prescribed.

(4) A consumer receiving allotments
from several persons shall obtain sep-
arate authorized -production schedvles
from each.

(5) Prior to authorizing a production
schedule, a Claimant Agency, Industry
Division or consumer may furnish a
tentative prodbction schedule to be used
as a basis m submitting requirements,
but such action shall not constitute au-
thorization of a schedule.

(6) A consumer ordering Class A
products to fill an authorized produc-
tion schcedule identified by the CMP
allotment symf..l 7-1 must authorize a
production schedule in the manner de-
scribed -in this paragraph (n) even
though no allotment is made with the
schedule. In such a case, the quarterly
identification describei in pa -araph
(c) (6) (W need not be used. Such
qu.arterly identification must, however,,
be used r any case where an allotment
is made for such schedule.
AUYuODIZED PRODUCTION SCHEDULES LtUT

BE FILLED

(o) (1) Each -consumer receiving an
authorized production schedule shall ful-
fill the same unless prevented by circum-
stances beyond his control, except that a
manufacturer of Class B products need
not produce more than required to fill or-
ders bearing preference ratings.

(2) No consumer who has received an
authorized production schedule shall ex-
ceed such schedule in any month, except
that (i) unless another WPB order or
regulation specifically provides other-
wse, a deficiency not exceeding 10% of
an authorized production schedule for
a Class B product during any calendar
quarter may be made up only in the fol-
lowing calendar quarter (if a production
schedule is authorized by months, the
amount authorized during each of the
three months of the calendar quarter
may be totalled for the purposes of this
paragraph) A deficiency in meeting an
authorized production schedule for Class
A products during any month may be
made up in any subsequent month or

No. 19-2

months, (ii) production authorlzad for
any month may be completed at any
time after the 15th of the preceding
month and, til) where a delivery order
c'lls for deliveries, on several datez., of
Cla- A products in quantities which are
less than the minimum practicable pro-
duction quantity, and compliance with
monthly production schedules would re-
sult in subtantial intrruptlon of pro-
ducton and consequrnt nterference
with production to fill other delivery
orders, the consumer may produce (and
his customer may order and rcczive) at
one time the minimum practicable quan-
tity wich mayabe made without such
interference. A pzrson shall b2 demed
to exceed an cuthornzzd p'oduction
schedule if his completion of finihed
products erceeds the limits authorized,
or if his rate of fkbricatin, a-zembling,
or otherwise processing, or acquirlag raw
materials or part:, ezce:ds the przet!-
cable worldng minimum required to meet
the authorized production schedule.

(3) [Deleted October 4, l 43l

PRroCTION OF CLASS A MtiODUC 5CULtS

(p) (1) No person shall accept an alot-
ment for the manufacture cf a Cazs A
product, regardless of the accmipanying
preference rating, if he does not Ec::ect
to be able to fulfill the related authorized
production schedu!e. s-ubject to unEx-
pected contlngencle and to any perlod of
grace which may be sple!fl:d by the per-
son who cffers the allotment and the au-
thorized schedule.

(2) No person who has accept-ed an al-
lotment and an authorzed production
schedule for a Class A product shall
thereafter accept any delivery order
(except an order rated AAA) for
any Class A, Class B or other product
manufactured by him, regardless of the
accompanying preference rating or allot-
ment number or symbal, unle-s he ex-
pects that, subject to une.pected con-
tingencies, he can fill the order without
interfering with the fulfillment of such
previously accepted authorized produc-
tion schedule.

(3) A person m-7-ng Class B products
to fill unrated or low rated orders must
accept higher rated orders to the extent
and subject to the exceptions provnded
in Priorities Regulation No. 1, unless he
is also making a Class A product on an
authorized production schedule, with
which such higher rated orders would
interfere contrary to the provisions of
subparagraph (2) above.

(4)- If a person whose allotment or de-
livery order is rejected pursuant to this
paragraph (p) is unable to find another
supplier who is in a position to accept it,
he should report the facts to the appro-
priate Claimant Agency or Industry Di-
vision. The War Production Board (or
the appropriate Claimant Agency, If only
orders bearing its symbol are Involved, or
if all Claimant Agencies concerned have
stipulated a single Claimant Agency for
the purpose) may make exceptions to the
provisions of this paragraph (p) where
necessary to assure the filling of orders
bearing high preference ratings.

(5) The provisions of Priorities Regu-
lation No. 1 with respect to the accept-
ance and filling of rated orders and the
sequence of deliveries shall remain ap-

plic2ble except as otherwine specifically
pra.ided in this re-ulation, C2I Regu-
lation No. 3, or any other apprLc':e rea-
ulation or order of the War Production
Board.

nrCO:;.' n=O: 0co:ic-IC=G SfnULES
(q) In any case- here, for any reason.

a manufacturer of Class A or CTas B
products Is unable to fulfill cozflictin;
authorized production schedulas whiee.
he has aeeptcd irom diEsrent paerons,
he2 shall Imediately raport to tha appro-
priate Industry D:vimon for directon3,
Except that such report shall be made to
a Claims.t Agency if all confLctin;
schedul.es b-ar its symbol or if all
Claimant AgEncies whose cchedules ccu-
fi'ct have stipulated a snge Cimant
Alency for such purrzzcs. (See Int:r-
pretation lIo. 15 to C1IP Re gulation Io.
1.)
ALT=A=VI5 PrOe xn aR r SULT=.loU5

ALL orelTs=

(r) A prime or secondary consumer
who has sezral sec:ndary consumers in
di[Zerent derees of rten-em and find
It 1mpract:cb!e to determne the ex-t
aLctwr-ants to he r=de to each of "is
imandIate seconctary consumers, for
their needs and theze of thair secondaz-y
conumer, may. at tWs option, ma-e -
multneou3 direst allotments to ech
s:conda.ry consumr, of all derees c:i re-
motenezs, by adopting the follaing pro-
cedure:

(1) The consumer who is to mae tLe
allotment (hereafter in this pararana
(r) called the onginating consumr)
shall maintain a complate list of all see-
ondary consumers mating Class A pr-d-
ucts for Incorporation in his product. He
shall heap this li t current at all times by
requiring each of his immediate second-
ary cons-umers to report promptly to him
any change with rEzspct to the source of
each secondary consumer's Class A pur-
chased products.

(2) ImmdIately upon receiving an
allotment, the originating consum arshall
notify each secondary consumer on the
list (either directly or through intervei-
Ing secondary consumers) of the author-
izd schedule for which the allotment has
been made to him. Such notice shall rot
include an allotment number. It shall
Identify the product to be delivered by
the secondary consumer to whom the
notice is sent and state the quantity to ba
delivered and the time when delivery is
required.

(3) Promptly upon receipt of such
preliminary notice each secondary con-
sumer shall report to the orginating
consumer directly (not through inte-
vening secondary consumers) the
amount of each form of controlled
material required by him each month in
order to ma-k-e the deliveries indicated.
Each such secondary consumer shall
include only his own requirements of
controlled materials, not those of his
secondary consumers. Nio form is pre-
scribed for such statement.

(4) The originating consumer shail
then determine the total requirements
of all his secondary consumers under
the schedule, checing the list to make
certain that a preliminary statement of
requirements has been received from
each secondary consumer.
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(5) If such summary shows that the
aggregate requirements of the originat-
Ing consumer and all his secondary con-
sumers for each form of controlled ma-
terial do not exceed the allotment made
to him for the schedule he may then
allot directly to each secondary con-
sumer on the list the amount indicated
in the preliminary statement of require-
ments. No form is prescribed for such
allotment, and it may be made by tele-
gram, but it must include the allotment
number required by paragraph (c) (6)
(ii) of this regulation and must show the
quarter for which the allotment is valid,
and a statement substantially as follows:
"This allotment is made in accordance
with the alternative procedure for simul-
taneous allotments provided in para-
graph (r) of CMP Regulation No. 1."
Such allotment shall constitute author-
ization of a I3roduction schedule for the
secondary consumer in the amount
specified in the notice sent to him
pursuant to subparagrapl (2) of this
paragraph (r) If aggregate require-
ments do not exceed his allotment,
the originating consumer shall be under
no obligation to check the accuracy of the
preliminary statements received from is
secondary consumers before making al-
lotments to them, but otherwise he and
his secondary consumers shall remain
subject to the provisions of paragraph
(e) of this, regulation regarding respon-
sibility for statements cf requirements.

(6) If the summary shows that the
aggregate requirements of the originat-
ing consumer and all his secondary con-
sumers exceed the allotment made to
him with respect to any form of con-
trolled material, the originating con-
sumer shall not make any allotment or
place any authorized controlled mate-
rial order for the productior schedule
covered by his allotment until and
unless:

(i) Requirements have been revised by
Ilmself or by one or more of his sec-
ondary consumers to the extent neces-
sary to eliminate such excess, or

(ii) With the express permission of the
appropriate Claimant Agency or Industry
Division after he has reported the facts
to it, he withholds an amount sufficient
to cover all adjustments which must be
made in the requirements of his second-
ary consumers in order to bring them
within his allotment.
HOW TO PLACE dRDERS %vITH CONTROLLED

MATERIALS PRODUCERS

(s) (1) A delivery order placed with a
controlled materials producer for con-
trolled material shall be deemed an au-
thorized controlled material order if,
but only if, it complies with the provisions
of this paragraph (s) or is specifically
designated as an authorized controlled
material order by any regulation or order
of the War Production Board.

(2) A consumer who has received an
allotment may place an authorized con-
trolled material order with any con-
trolled materials producer, unless other-
wise specifically directed. An allotment
to a prime consumer may include a di-
rection to place delivery orders for con-
trolled materials with one or more desig-
nated controlled materials producers.
In such event the consumer shall use the
ailotment only to obtain controlled ma-

terials from the designated controlled
materials producer or producers or to
make allotments to secondary consumers,
designating therein only producers
named in the allotment received by him.
Except as required by the allotment
which he has received, no consumer shall
impose any such restriction In any allot-
ment made by him.

(3) Every authorized controlled mate-
rial order must be identified by an en-
dorsement including an allotment num-
ber or symbol. Unless another form of
endorsement is specifically prescribed by
an applicable order or regulation of the
War Production Board, such endorse-
ment shall be in substantially the fol-
lowing form (or in the form prescribed
in CMP Regulation No. 7) signed man-
ually or as provided in Priorities Regu-
lation No. 7:

The undersigned certifies, subject to the
criminal penalties of s2ction 35 (A) Cf the
U. S. Criminal Code, that he has received an
allotment or allotments of controlled, mate-
rials (or delivery orders not requiring allot-
ments) authorizing him.'pursuant to CMP
Regulation No. 1, to place ail authorized con-
trolled material order in the amount herein
indicated for delivery in the month speci-
fied, and that he is authorized to use the
allotment number ------

The allotment number included in such
endorsement shall be t:ie CMP allot-
ment symbol prescribed by paragraph (c)
(6) (ii) of this regulation. Each such
order must indicate a specific delivery
month in the quarter for which the
allotment is valid and need not show
the month number as originally pre-
scribed. For example, if a consumer re-
ceives an allotment bearing the number
W-2-3Q43 and places an authorized con-
trolled material order calling for delivery
in August, 1943, the order shall bear the
number W-2-3Q43. An authorized con-
trolled material order placed under para-
graph (I) of this regulation, relating to
small orders, should be endorsed in the
way described in paragraph (1) (6) of
this regulation.

(4) A delivery order for controlled
material must be in sufficient detail to
permit entry on mill schedules and
must be received by the controlled
materials producer at such time in ad-
vance as is specified in Schedule III
attached, qr at such later time as
the controlled materials producer may
find it practicable to accept the same,
provided that no controlled materials
producer shall discriminate between cus-
tomers in rejecting or accepting late
orders.

(5) [Deleted October 4, 1943. Obso-
lete.]

(6) [Deleted Sept. 17, 1943.1
(7) No person shall place an author-

ized controlled material order unless the
amount of controlled material ordered is
within the related allotment received by
him, after deducting all allotments made
by him and all orders for the controlled
material placed by him pursuant to the
same allotment, or unless he is expressly
authorized to place such an order by any
applicable regulation or order of the
War Production Board.

RESTRICTIONS ON, PLACING AUTHORIZED
CONTROLLED MATERIAL ORDERS

(s-1) In no event shall a consumer re-
quest delivery of any controlled material

In a greater amount or on an earlier
date than required to fill his authorized
production schedule, or in in amount so
large or on a date so early that receipt of
such amount on the requested date would
result in his having an Inventory of con-
trolled materials in excess of the limita-
tions prescribed by CMP Regulation No.
2 or by any other applicable regulation
or order of the War Production Board.
No consumer shall, however be required
by the provisions of this paragraph (-1)
to reduce a delivery order below the min-
imum mill quantity specified in Schedule
IV. This paragraph (s-1) does not
change the restrictions of CMP Regula-
tion No. 2 relating to the ac-optance of
delivery of contrc" d material,

CONTROLLED MIATERIALS PRODUCERfS

(t) This paragraph deals with the obli-
gations of controlled materials producers
under the Controlled Materials Plan.

Production Directives

(1) Each controlled materials producer
shall comply with such production di-
rectives as may be issued from time to
time by the War Production Board,

Acceptance and Relection of Orders
(2) A controlled materials producer

shall accept authorized controlled ma-
terial orders In the order-in which re-
ceived by him except: '

(i) He may reject orders for less than
the minimum mill quantities speqified In
Schedule IV attached, but shall not dis-
criminate between customers In rejecting
or accepting such orders.

ii) In any case where he is of the
opinion that the filling of the order
would substantially reduce his over-all
production owing to the large or small
size of the order, unusual specifications,
or otherwise, he shall apply to the ap-
propriate Controlled Materials Division,
The War Production Board may direct
that the order be placed with another
supplier or take other appropriate action.

(Iii) He shall refuse any order for
shipment of any product In any month
if such order, together with all his au-
thorized controlled material orders al-
ready on hand for delivery during that
month and any orders carried over from
the preceding month, plus such amounts
as he.may be directed by the War Pro-
duction Board to deliver or set aside
for delivery to warehouses or nonin-
tegrated mills or otherwise, total 110%
of the production of such product speci-
fied in his production directive, or, if no
production directive Is currently in ef-
fect with respect to such product, total
105% of his expected production. As
soon as such limits of 110% and 105%
respectively have been reached, each con-
trolled materials producer shall promptly
notify the appropriate Controlled Mate-
rials Division in writing, unless he has
received contrary instructions from the
War Production Board. However, If he
has accepted authorized controlled ma-
terial orders Identified by a CMP allot-
ment symbol whose Initial letter is Z,
he must remove the "Z" order from his
schedule if later authorized controlled
material orders or orders specifically
authorized by the War Production Board
are received, to the extent required by
Direction 54.
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(iv) He shall reject orders to the ex-
tent required by specific direction of the
War Production Board.

(3) A controlled materials producer
must reject any new order for any con-
trolled material unless he is permitted to
f it under this paragraph. A controlled
materials producer shall not deliver any
controlled material except to fill:

(i) An authorized controlled material
order;

NoTE: Paragraph (t) (3) (II) relating to
sample orders xevoked April 11, 1944. Persons
desiring controlled naterials for testing and
experimental purposes may obtain them
under the provisions of Order P-43.

(ii) An order which he is authorized
or required to fill by any written direction
of the War Production Board.

(iv) An order for steel which a dis-
tributor would be authorized to fill under
paragraph (d) (4) of CIP Regulation
No. 4, when the order is filled only from
mill stock and the producer customarily
sells steel from his own stock.

If a controlled materials producer
takes controlled materials which he has
-produced and processes them into a form
other than a controlled materials form,
such processing shall be considered a de-
livery for the purposes of this paragraph
(t) In addition, if a controlled ma-
terials producer takes aluminum pro-
duced by him and processes it into cer-
tain other forms of controlled material
as provided in Direction 8 under this
regulation, delivery for such processing
(or such processing if there is actually
no delivery) shall also be considered a
delivery for the purposes of this para-
graph (t)
Time for Delivery-Postponed Deliveries

(4) A controlled materials producer
shall make delivery on each authorized
controlled material order as close to the
requested delivery date as is practicable
in view of the need for maximum pro-
duction and compliance with production
schedules. He may make delivery during
the 15 days prior to the requested deliv-
ery month, but not before then, provided
such delivery does not interfere with
delivery on authorized controlled mate-
ria orders calling for shipment in such
preceding month, or earlier months and
provided production to meet such deliv-
ery would not violate any production
directive. Special rmles regarding the
postponement.of delivery on authorized
controlled material rrders identiled by
a CMP allotment symbol whose initial
letter is "Z" are explained in Direction 54.
If a producer, after accepting an order
within the limi~s f paragraph (t) (2)
(iii) finds that, due to contingencies
which he could not reasonably ha e fore-
seen, he is obliged to postpone the deliv-
ery date, he must promptly advise his
customer of the r-proxmate date when
delivery can be scheduled, and keep his
customer advised of any changes in that
date. Delivery of any such carry-over
order for steel or copper must be sched-
uled and made in preference to any order
for similar material originally scheduled
for a later month. The time of produc-
tion and delivery of any such carry-ov
order for aluminum is covered in Direc-
-tion No. 23 to this regulation. When the
new date for delivery on a carry-over or-
der falls within a later quarter than that

indicated on the original order, the pro-
ducer must make delivery on the bar*s
of the original order even if that order
shows that the allotment was valid for
a quarte earlier than the one in which
delivery Is actually to be made. When
directed by the War Production Board,
a controlled materials producer must
promptly notify the appropriate Con-
trolled Materials Division of all carry-
over orders on his boolm, giving allot-
ment numbers, names of customers and
material covered by the carry-over
orders.
Tentative Acceptance of Authorized Con-

trolled Material Orders
(5) If a producer is unable to accept

an order for the month requested because
of the restrictions of paragraph (t) (2)
(iii) but has open space available in
either of the two following months, the
producer must accept and schedule the
order for delivery as early as possible
in either of the two following months
and must promptly notify the customer
of the proposed delivery date and tell
him that the order has been accepted
subject to written confirmation within
seven days. If the customer does not
have written confirmation of the new
delivery date in the producer's hands
within seven days after the date on which
the notice of tentative acceptance was
sent, the producer must cancel the order.
If the new delivery date falls within a
later quarter than that shown on the
original authorized controlled material
order the. confirmation has no effect
unless it is accompanied by the custo-
mer's certification that he has an allot-
ment valid for the new quarter in which
case the customer must charge the order
against that allotment. The confirma-
tion and certification may be by letter or
telegram. If made by letter, the letter
must be signed by a person authorized to
sign the form of certification required on
authorized controlled material orders
and if made by telegram a copy must be
signed by such a person and held in the
customer's file.
Directions by the War Production Board

(6) All directions to controlled mate-
rials producers affecting production and
distribution of controlled materials shall
be issued by the War Production Board.

Commercial Tolerances
(7) If the controlled material deliv-

ered pursuftnt to an authorized controlled
material order varies from the exact
amount specified in the authorized con-
trolled material order, the making and
acceptance of such delivery shall not be
deemed a violation of this regulation or
any other, CMP Regulation by the con-
trolled materials producer or his cus-
tomer, provided such variation does not
exceed the commercially recognized
stpping tolerance, or allowance for eN-
cess or shortage.
Authorized Controlled Material Order Is

Not an Allotment
(8) An authorized controlled material

order shall not constitute an allotment of
controlled material to the controlled ma-
terials producer with whom it is placed.
If a controlled materials producer re-
quires delivery of controlled materials
from other controlled materials pro-

ducers, to be proceszed by him and sold
to his customers in another form or
shape constituting a controlled mate-
rio!, such delivery may be made or ac-
cepted only pursuant to a specific direc-
tion as provided in subparagraph (3)
(iIl) of this paragraph (t) or pursuant to
allotment as provided in CP Reg-ulation
No. 8. Specific instructions will inform
a controlled materials producer whether
to apply for a direction by letter or for
an allotment pursuant to CAP Regula-
tion No. 8.
rsVIIxIoNS ON Us- o2 ALLon o1or7' AD

(u) This paragraph explains the re-
strictons on the use of allotments and
controlled materials or Class A products
obtained with an allotment.

Use of Allotments
(1) A consumer must not use an al-

lotment to buy any controlled materials
or Class A products except (i) what he
needs to fill the authorized production
schedule for which the allotment was
made or (ii) what he needs to fill any
of his other authorizzd production
&chedules, within the same plant or op-
erating unit, which bear the same Claim-
ant Agency letter symbol, or (iii) to re-
place in inventory controlled materials or
Class A products u ed to fil any of such
authorized production schedules. The
symbols W and 0 are considered the
came Claimant Agency letter'symbol for
purpozea of this pragraph. However,
each of the other letter symbols are con-
sIdered separate Claimant Agency letter
symbols. In no case may a consumer
use an allotment for any purpose which
would interfere with filling the schedule
for which the allotment was made.
Where an allotment made for one
schedule is used in filling another sched-
ule in the same plant or operating unit
and identified by the same Ci=
Agency letter symbol, no charge need be
made against the allotment account of
the second schedule, but an appropriate
record must be made, on the allotment
accounts or otherwise, describing the cir-
cumstances.

Return of Allotments
(2) If a consumer's needs for a con-

trolled material or Class A product are
reduced before he has ordered or received
delivery of them and he does not need to
use his allotment for another one of
his authorized production schedules
bearing the rime Claimant Agency let-
ter symbel, or for inventory replace-
ment, as permitted in subparagraph (1)
above, he must immediately return the
allotment as explained in paragraph
(w). If he has already placed author-
ized controlled material orders or made
allotments on the basis of his allotment
at the time he learns of the reduction in
his needs, he must cancel them. If it
is too late to cancel the orders, he may
receive delivery of the controlled mate-
rials and Class A products, in which case
his u e of them is covered by subpara-
graph (3) below.

lice of Mfaterials and Prodzscts Obtained
With Allotments

03) If a consumer has received physl-
cal delivery of controlled materials or
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Class A products pursuant to an allot-
ment, he may use them for the same
purposes for which he is permitted to
use the. allotment as provided in sub-
paragraph (1) above. Also, if it de-
velops after he has actually received de-
livery or when it is too late to prevent
delivery, that he does not need them for
a purpose permitted under subparagraph
(1) above:

(i) He may sell them under Priorities
Regulation 13, relating to sales of idle or
excess stocks, or under WPB Directive
16, relating to aircraft inventory trans-
fers.

(i) He may use them on any other
production schedule in the same plant or
operating unit where the schedule is
specifically authorized in terms of units
or dollars.

(ii) He may use them on another
production schedule in the same plant
or operating unit which is identified by
a CMP allotment symbol whose initial
letter is the same.

(iv) He may use them on any other
authorized production schedule in the
same plant or operating unit which is

.not identified by the same claimant
agency symbol and which is not author-
ized in terms of units or dollars. How-
ever, 'in this case he may use them on
the other schedule only if he has an un-
used allotment big enough to cover the
materials involved, and if he charges the
allotment account with the material
transferred.

(v) He may use them for any purpose
for which he is entitled to buy con-
trolled materials by use of a blanket
CMTP allotment symbol (such as "IRO")
However, in such a case, he must charge
the amount or the value of the material
against any account or quota which
limits the use- of the blanket symbol
under the terms of the order assigning
the symbol.

(vi) Ile may use or dispose of them as
scrap but he must comply with any pro-
visions of other WPB orders or regula-
tions concerning use or disposition of
scrap. A consumer must not use or dis-
pose of controlled materials or Class A
products which he obtained pursuant to
an allotment, blanket CMP allotment
symbol, or special authorization for any
other purpose.

Specifec Instructions
(4) If, before using or selling con-

trolled materials or Class A products in
a way permitted by this paragraph (u)
the consumer receives directions from
the War Production Board as to disposi-
tion or use of the same, he must comply
with such directions. Also, he must
comply with any directions he receives
from a Claimant Agency with respect to
his use of controlled materials or Class A
products which he got by use of an al-
lotment from that Claimant Agency, in
any program of the same Claimant

Agency, or with respect to their sale to
any other person for use in a program of
the same Claimant Agency, subject al-
ways to whatever rights he may have to
reimbursement.

Common Inventores
(5) A consumer need not segregate in-

ventories of controlled materials or Class
A products which he gets by use of his
allotments, even though different allot-
ment numbers are used in ordering them,
nor does he have to earmark them for a
particular schedule. Although a con-
sumer must charge the appropriate al-
lotment account when placing an au-
thorized controlled material order or
making an allotment, he may keep all
controlled materials and Class A prod-
ucts received in a common inventory and
in withdrawing from inventory he does
not have to charge the withdrawal
against the allotment account. A con-
sumer who is operating under several
authorized production schedules need
not maintain separate records of the pro-
duction obtained from the allotment re-
ceived for each schedule if the records
which he normally keeps show that his
use of material for his respective sched-
ules is substantially proportionate to the
amounts of material allotted for each
and that his aggregate production of any
product does not exceed the aggregate
of the production schedules authorized
for that product.
ADJUSTMENTS FOR PURCHASES ON OTHER

THAN AUTHORIZED CONTROLLED IATERIAL
ORDERS

(v) A consumer must charge his al-
lotment account with the amount of con-
trolled materials which he buys under
Priorities Regulation 13 or Direction 48
to this regulation except in the following
cases:

(1) Where he will use the material on
a production schedule which is specifi-
cally authorized in terms of units or
dollars;

(2) Where he buys the material under
the provisions of WPB Directive 16;

(3) Where he has been authorized to
buy the material without charging his
allotment account pursuant to an appli-
cation under paragraph (c) (2) (vi) of
Priorities Regulation 13.

(4) Where he buys small amounts
under paragraph (c) (2) (iv) of Prior-
ties Regulation 13.

WHAT TO DO IF REQUIREMENTS CHANGE
(w) This paragraph explains what to

do if requirements increase or decrease.
Supplementary Applications

(1) If a consumer's requirements for
controlled materials or Class A products
needed to fill a schedule are increased
after he receives his allotment, he may
apply for an additional allotment to the
person who made the allotment for that
schedule.
Perzodie Check-up on Allotments and

Return of Excess
(2) As explained in paragraph (e), if

a consumer finds that he has been al-
lotted substantially more than he needs,
he must return the excess. As of the

first of each month, each consumer must
check up on his anticipated requirements
for the quarter and determine whether
he has been allotted substantially more
than he anticipates he needs. If he has,
he must return the excess by the tenth
of the month. He need not take a
-physical inventory for this purpose, but
must merely check up on the effect of
known changes in his requirements or
errors which he has discovered in his
statement of requirements. As of the
end of each quarter, he must determine
whether he has used his entire allotment
by placing authorized controlled material
orders or making allotments to his sec-
ondary consumers and, if he has any ex-
cess, however small, he must return it by
the tenth day after the close of the
quarter.

o' Whom Returns Made-Form CMP-32
(3) The return of an unneeded allot-

ment must be made to the person from
whom the allotment was received. The
return of unused allotment balances to
be made within ten days after the end of
the quarter must be made to the Claim-
ant Agency or Industry Division origi-
nating the allotment. Form CMP-32,
available at.all War Production Board
offices, should be used for this purpose,
but if it is impractical to get this form,
the return may be made by letter, At-
tention is called to Direction No. 26 to
CIMP Regulation No. 1, which explains
when allotments may be returned by a
secondary consumer directly to a Claim-
ant Agency or Industry Division rather
than to the person making the allotment,
The Direction also gives the addresses to
which returns to Claimant Agencies or
the War Production Board should be
sent.
OTHER VAR PRODUCTION BOARD REGULATIONS

AND ORDERS
(x) Nothing In this regulation (or any

other CMlP regulation) shall be con-
strued to relieve any person from com-
plying with any applicable priorities
regulation or any order of the War Pro-
duction Board (including orders in the
"E" "L," "P" and "P" series) In case
compliance by any person with the pro-
visions of any such regulation or order
would prevent fulfillment of aiY author-
ized production schedule, he should im-
mediately report the matter to the ap-
propriate Industry Division, and to the
Claimant Agency whose schedule is af-
fected. The War ProduCtion Board will
thereupon take such action as is deemed
appropriate, but unless and until other-
wise expressly authorized or directed by
the War Production Board, such person
shall comply with the provisions of such
regulation or order.

RECORDS AND REPORTS
(y) (1) Each consumer making or re-

ceiving any allotment of controlled ma-
terials shall maintain at his regular
place of business accurate records of all
allotments received, of procurement lur-
suant to all allotments, and of the subdi-
vision of all allotments among his direct
secondary consumers. Such records
shall be kept separately by CMP allot-
ment symbols, as provided in paragraph
(c) (62 (i1) of this regulation, and shall
include separate entries under each num-
ber for each customer, Claimant Agency
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or Industry Division from whom allot-
ments are received under such number.

(2) Each controlled materials pro-
ducer shall report to the appropriate
Controlled Materials Division, on the
forms and for the periods prescribed,
such information on production, con-
sumption and distribution of controlled
materials as may be prescribed by the
War Production Board.

(3) Each prime or secondary consumer
and each controlled materials producer
shall retain for two years at his regular
place of business all documents on which
he relies as entitling him to make or re-
ceive an allotment or to deliver or ac-
cept delivery of controlled materials or
Class A products, segregated and avail-
able for inspection by representatives of
the War Production Board, or Claimant
Agencies, or filed in such manner that
they can be readily segregated and made
available for such inspection.

APPEALS AMlD APPLICATIONS FORELIEF

(z) (1) Any person who is subject to
any requirement of any regulation, di-
rection, order or other action under the
Controlled Materials Plan, may appeal
for relief by filing a letter in triplicate
with -the-appropriate authority specified
below in this paragraph (z) setting
forth the pertinent facts and the reasons
why such person considers that he Is
entitled to relief.

"(2) Except as provided m subpara-
graphs (3) and (4) of this paragraph (z)
or as otherwise specifically directed, an
appeal by a producer of Class A products
should be filed with the appropriate
Clainant Agency, and an appeal by a
producer of Class B products should be
filed with the appropriate Industry Di-
vision, unless the matter affects only
production schedules of a single Claim-
ant Agency or where a single Claimant
Agency has been stipulated for the pur-
pose by all Claimant Agencies whose
schedules are affected, in which case the
appeal should be filed with such Claim-
ant Agency.

(3) An appeal concerning the opera-
tions of a controlled materials producer
(whether filed by such producer, by a
consumer, or by r Claimant Agency)
should be filed with the appropriate
Controlled Materials Division.

(4) A producer of Class B products
may apply for permission to be treated as
a producer of Class A products. A pro-
ducer of Class A products making a large
variety of items which are sold to many
customers and vhose allotments origi-
nate from several Claimant Agencies,
may make application to be treated as
a producer of Class B products, but such
permission will not be granted with ref-
erence to component parts or sub-
assemblies, unless the necessary adjust-
ments in bills of materials which include
such component parts or sub-assemblies
can be made-without difficulty. Applica-
tion for reclassification should be filed
with the CMP Division, War Production
Board, Washington, D. C., and may be
filed either directly by the producer or
by a Claimant Agency on his behalf.

(5) In case of any disagreement be-
tween any persons as to the interpreta-
tion of any provisions of this regulation
or any other regulation, direction, or
order under the Controlled Materials

Plan, the matter should be referred to
the CIP Division, War Production
Board, Washington 25, D. C.

PEUlALTIES
(aa) Any person who willfully pur-

ports to make any allotment of con-
trolled materials or to place authorized
controlled material orders in exrcess of
the amount allotted to him, or violates
any other provision of this regulation.
or any other regulation, direction or
order under the Controlled -aterials
Man, or who knowingly or willfully
makes any false or fraudulent statement
or representation with respect to re-
quirements for controlled materials or
in any other matter under the Jurisdic-

tion of any agency of the United States
under the Controlled Materials Plan, is
guilty of a crime and, upon conviction,
may be punished by a fine up to $10 000
or by Imprisonment or bath. In addi-
tion, any such person may be prohibited
from making or obtaining furthgr de-
liveries or llotments of controlled ma-
terlal or from making or obtaimng any
further deliverie of or from processng
or using, any material under priorities
control, and may be deprived of prion-
ties assistance.

Issued this 25th day of January 1945.
WAR PrODUCn0 EZ)2M,

By J. Josimm Wzmm_:,
Recording Secretary.
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SCHDuLz II-SHOnT Foazi or ALLcO;laT

Controlled Material Products
allotted

Allotment
number

Above allotments are made for use m filling this deliv-
ry order in compliance with CIP Rfe ulatlon
2. I.*
INsR crONs FOn UsE Or SHORT FoBM OF

Ar~wrzuse-Foau CMP-5

The above short form of allotment may be
used by any consumer for the purpose of
making an allotment to a secondary con-
sumer producing Class A products for him.
The short form of allotment must be either
placed on or physically attached to the
delivery order calling for delivery of tho
Class A products. If it Is attached the de-
livery order number or other identification
must be indicated on the form.

The form must be followed by the signa-
ture of an authorized ofciaal of the con-
sumer making the allotment, but need not
be separately signed If it is placed on the
delivery order in such a position that the
signature of the delivery order by such an
authorized official clearly applies to the
allotment as well as to the order itself.

The size of the form may be varied, but
allinformation called for by the form must
be supplied and the general arrangement
and wording of the form must be followed.

Under the heading "Controlled Material
Products Allotted" the person making the
allotment must designate the forms which
are allotted. These must be shown in the
breakdown prescribed in Schedule I of CLIP
Regulation No. 1, and must be within the
allotments received by such consumer for
the same forms. Additional columns may
be added depending on the number of forms
of controlled material allotted. A sample
form follows:

Controlled Material Products
allotted

Allotment Copper
Camber base aloy Cpper na±m:'Carbon seamless shets; n 3.basem~oyC~ ast

tube and and strip ing
.PipeI

To723 Lts. Lts. M.

SC-ELE-IQ43 I--Tn NoD ALL0OY ATCL M0

CONTROLL M&TmIA is raneis

STrL-lCd pdt --- AL-OY - ---Dn
sTA-NL - --)

Number of days in
adrance oJfi rst day

Product of month an wleic
Tool steel: slktpiseit is requirecd

Hot rolled product-............ 60
Cold finished products-.............-90

Cold finished bars:
Standard sizes, grades and sections-. 70
Furnace treated at hot mills or

suecal sections, odd sizes or-special
grades ------------------------ 1 00

Plates and shapes:
Plates ------------.....------ 0
Shapes -------------------- - 30

Pipe (carbon)-... ... 80

ScHn=Uz 3 -Tn= ron PLAcrnzo Aumo":o
Cos mrao0- MTEarSL Osma-Contlnucd

Er-c=a11oi A m A LOY (iUCLD NG
rTArsrs)--continued

Mumbcr of days in
adrancc of first day

Product of inontl in wrhich

Sheet and strip: rliipmcnt is rcquir d

Sheet-hot rollcd--gauge andheavier ---- ... - -0-s
Sheet-hot roiled-17-Caugo and

lighter ....- 45
Sheet--cold roled-alvanized-ong

terne.----- 43

Shet (nlloy)-hot and cold railed of
special long-proce=ed speclflca-
tion.. Ca

Strip (low carbon) hot rolled---. 20
Strip (low carbon) cold rolled---- 45
Strip (alloy) hot and cold rolled (in-

cluding electrical d CO
High carbon cold roiled strip (over

.5 carbon) and other long prce-
e-sed special carbon hot rolled and
cold rolled sheet- and hot and cold
rolled strip (including elcctrlcal
grade) ...---------- CO

Hot rolled bars and aem-l-finihed:
Except for bars heat treated and

Bars heat treated and annealed...- CO
Tin mill products (carbon) ^0
Tubing:

Seamless tubing (carbon):
Hot rolled_ .... .CO

Cold drawn:
13:j" 0. D. and lar~r ------- 75
Under l" 0. D10

Seamlaes tubing (alloy, cxdu.ive of
airframe and engine tubing)

Hot rolled ...............

Cold drawn:
131' O. D. and larcr ... . 1.10lildcr 17,y' 0. D .. .. o2

Airframe and engine tublu, .... 120
Welcrd tubing (carbon)

Mechanical:
Hot rolled...... CO
Cold role '0

Annealed:
Hot roiled ................ '10
Cold rolled....---------- e

Drawn or s8agcd.3
Boller uCID
Condenser and heat eWiger:

1" 0. D. and under... .. 75
Over 1" 0. Do......... C

Welded tubing (alloy, including air-
craft) ----. - .- .---- ----. - .- .- .. 00

Steel castings (provldcd pat'crns are
available) 2

Weight per cating:
0O pounds and under--------- 1Z

Over 50n pounds to 5,000 pound.:;. C0
Over 5,000 pounds to .003

pounds 0.. . . .

Over 30,020 poun..--------_ CO

Wire and wvre products (carbon):
Hot rolled wire rsoo ...... 20
Merchant trade products.__ _- s0
Manufacturing wires:

Low carbon .0-175" and heavier..- o
Low carbon under .0173" --- 43
High carbon (0.40 carbon and

higher)
.0-75" and heaver........ 0
Under .0175" to .021" -------- 5
Under .0-------. CO

Wire roe and strand:
ydiametcr and over----. 7

Pio" diameter and under- 105
Welded wire-reinforcing fabric._. 20

Axles,.------ 0
Wrought Steel wl£c-0 co

'Patterns are to bo conld d "availab!o"

only after they have bean rc:clvcd at the
foundry, chtclscd, rigcd for production, and
sample castinGs havo been approved.

EcarnuLz IUI-Tr-m roa Pr=.ac Arnos-r
Co:.nzLOy- MAr.mzs Osnazo-Continued

cor _2s

~mba-r of cds~j3 tn
adccace of i,- t J-y
of aontlh in wTz~cls

Proituct .eipyent i- required

Brz- mill capper and copper ba s alloy
prcduaa:

Capper and non-refrzetozy alloy .--. 45
Rfractory alloy ._ 63

Wire and cable predueta:
Bare wre and cabe ..__ ___ 5
Weatherproof w.1r and c3bla.
Magnet w3r.......... 35
Rubber Inaulated building wire---. 35
Paper and lead cbl0
Varnl:hcd cambric c5....5
Ab: tos cable (typ2 H-F) . 63
Rubber insulat:d wire and cable (m:_ d

or lead cured) ....... ....... 45
Foundry copper and copper base alleoy

Caztings (rough castings, not ma-
chlndc---umlng pattarns are
available).

Small simnla castings to fit 12" by
G" 13-.1 7

Larg Intricate and centrffugal cast-

All forma and shap..- - 45

Whaa no time Is ryaifl:d In Schcdula III
for placin. orders for a particular fwm or
.h.na of controlled mate-ia, the time for
placlng such order shll be subject to agree-
men- mtr,,can th consumer and the con-
trolied matc als prcducar: Provided, That no
producer hall dlscriminate betwc-n con-
sumers in the accepianc- of cidars. In th-
event of any disagreement, th matter should
be rcfer e to the appropriate ControlIEd
MaterLl DivLon.

zrinmm sail qun-
tfWy for ecaact .-z crd
grec¢ of any itcm for
ctipment at crsy onec
time to any oe dasti-

Product nstioss
Alloy tca:I (other than stain-

lees3)
Standard grades and ctzi ons:

Raundai. iquarC 3" and
under ------------ - 5 nst tons

HMxaon and flats,-all sL-ren. 5 rat teas
St2hslnle st al:

S!andard Grades and sections. PzedTlct of
ens l=gat.

Tcol steal 5S 3 p:vno
Castingp as established by each

foundry, but In na case In
excz of.5 nt tens.

Cold finihed .3 net tons
Hat rc'.led cazbon bars and cemi-

finished:
R:ud bars up t 3" Incl. and

cquarczs, hexagons, hslf
rouncL-. ovals,. half ovals,
etc., of apzlma:ta clva-
Icnt c:cti=al a........ 5 net tons.

Round bamr over 3" to 8" (in-
cluding ag vlwn thL
rang2) 15 net tons.

Flat bars, all sciL z.... . Gnat tems
F~zr c17 .-, r- (angles. teas,

channels and z.as under
3") 5 net tons.

Forging billet-. blcz= and
abs. . -Product of

one in -ot.
ReE=Lng: bilets, r clatz, sheeat.. 23 gross
Platcj: tenz.
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SCHEDULE IV-MrNiraua MILL QuAnTrnms-
Continued

sTEEL-continued
Minimum mill quan-
tity for each size and
grade of any item for
shipment at any one
time to any one desti-

Product nation
Plates and shapes:

Continuous strip mill pro-
duction ---------------- 10 net tons.

Sheared mill, universal mill
or bar mill producton__. 3 net tons.

Structural shapes ----------- 6 net tons.
Pipes -------------------------- ()
Sheet and strip:

Sheets-hot and cold rolled.. 5 net tons.
Strip-hot and cold rolled.... 3 net tons.

Tin mill products (one gauge)_._ 5,000
pounds.

Track accessories:
Track spikes, track bolts ----- 5 net tons.

Tubing:
Sqanl ess tubing

Carbon steel
Cold drawn

0. D. (inches)
Up to '" inclusive --- 1000 feet
Over %" to 1%" inclu-

sive ---------------- 800 feet
Over 1112" to 3" Inclu-

sive ---------------- 600 feet
Over 3" to 6" inclusive. 400 feet
Over 6" -------------- 250 feet

Alloy steel
Aircraft tubing

0. D. (inches)
Up to /4" inclusive --- 1000 feet
Over /A" to 11/" inclu-

sive ---------------- 800 feet
Over 1V1" to 3" inclu-

sive ---------------- 600 feet
Over 3" -------------- 250 feet

Welded tubing
Carbon steel, all sizes ------- 3 net tons
Alloy steel, all sizes --------- 5 net tons
Stainless steel, all sizes ----- 3 net tons

Wire and wire products:
Hot rolled wire rods --------- 5 net tons.
Merchant trade products

(Assorted Merchant Prod-
ucts) ----------------- 5 net tons.

Manufacturing wires (wires
for further fabrication)

Low carbon --------------- I net ton.
High carbon (0.40 carbon

and higher) .0475" and
heavier -------------- 1 net ton.

Under .0475" to .021"..-- 1,000
pounds.

Under .021" ----------- 500 pounds.
Wire rope and strand ------- 1,000 ft.

lengths.
Welded wire reinforcing fabric. (')

COPPER

Prass mill products ----------- 200 pounds.
Wire mill products ----------- 300 pounds.

ALUAIINUM
Sheet and strip------------. 2,000

pounds.
Tubing ----------------------- 250 pounds.
Extrusions other than extruded

shapes (Extruded shapes are
covered by Direction 33 to this
regulation) ----------------- 200 pounds.

Wire, rod and bar ------------- 200 pounds.
Rivets ------------------------ 0 pounds.

'Published carload minimum (mixed
sizes and grades).

2Full rolls of manufacturer's -standard
stock sizes.
LIST OF INTERPRErATIONS I THROuGH 25 To

CAW REGULATION NO. 1

1. Discrimination.
2. Prohibition Against Duplicating Orders,
3. Controlled Materials for Use in Metal

Guns, Wire Stitchers, etc,

4. "Same Class A Product" as Used in Para-
graph" (1) (2)-Deleted October 4,
1943.

5. Conversion of Orders not Retroactive-
Deleted October 4, 1943.

6. Allotments not Required In Ordering
Class A Products in Certain Cases--
Deleted February 2, 1944.

7. Class A Repair Parts.
8. Period During Which Allotment Valid-

Revised February 2, 1944. -

9. Allotments for Minimum Production
Quantities.

10. Substitution. of Allotment Numbers-
Revised January 10, 1944.

11. Use of Allotments to Replenish Inven-
tory.

12. Reduction of Quantity Ordered Does Not
Constitute Placing of New Order-Re-
voked January 10, 1944-See Interpre-
tation 10.

13. Allotment Procedure Determines Classi-
fication of Product in Certain Cases.

14. Use of Quarterly Identification.
15. Conflict in Production Schedules of Class

A Civilian Type End Products.
16. Furnishing Materials to Subcontractors.
17. Copper Flake Powder-Efeleted Febritary

2, 1944.
18. Analysis of Orders by Claimant Agency

Symbols--Section A of Form CMP-4B.
19. Proper Allotment Number Must be Used

in Identifying Orders.
20. Procuring Claimant Agencies.
21. Temporary Loans.
22. Rejection of Orders. o
23. Definition of Steel.
24. Records of Exporters.
25. Allotment Symbols that do not Require

Quarterly Identification.

INTERPRETATION 1-DIS CINATION
Questions have arisen as to what consti-

tutes discrimination, between customers
within the meaning of paragraphs (s) (4)
and (t) (2) (1) of CMP Regulation No. 1.
These provisions prohibit producers of con-
trolled materials from discriminating be-
tween customers In rejecting or accepting
orders which are filed later than the pre-
scribed time or which call for deliveries of
less than the minimum mill quantities.
These provisions mean that, in similar situa-
tions, different customers must receive simi-
lar treatment. A controlled materials pro-
ducer who has rejected a late order or small
order from one customer, is not prohibited
from accepting such an order from another
customer if the difference in treatment of the
two orders is based in good faith on differ-
ences in the practicability of filling the orders
in view of the nature of the material ordered,
the condition of the production schedule at
t e time the orders are received, or similar
factors. (Issued March 8, 1943.)

INTE P ETATION 2-PionmrnoN AGAINST
DUPLICATINGU Osnzss

The question-has been raised as to whether
a consumer may place authorized controlled
material orders-or make allotments exceeding
in the aggregate-the total amount of his allot-
,ment if he intends to cancel the excess be-
fore delivery.

Under CUP Regulation No, 1 a consumer is
prohibited from duplicating authorized con-,
trolled material orders or allotments even
though he intends to cancel or reduce his
delivery orders to the allotted amount prior
to delivery. (Issued March 22, 1943.)

IN PRETATION 3-CoNmoaRTm MATERIALS FOR
USE IN MErAL GUNS, WIRE STIrCHERS, ETC.

A manufacturer of equipment who also
sells controlled materials merely for use in
the operatlon of -such- equipment may in-
clude such controlled materials in his appli-
cation for allotment as manufacturer of the
equipment, but such requirements must be
separately indicated. For example, a manu-
facturer of a metal gun or a wlie stitcher who
sells rod or -wire for We with his- product

(whether he makes such sales with the prod-
.uct or separately) may include his require-
ments for such rod or wire in his applica-
tion for controlled materials needed to manu-
facture the gun or stitcher, but ho should
Indicate separately on his application or in
an attached note the amount of controlled
material required for such purposes as dis-
tinct from the manufacture of the gun or
stitcher. (Issued April 5, 1943.)

INTERPRETATION 4---"SArar CLASS A PRoDUoT"
AS USED IN PARAORAPH (1) (2)

NOTE: Deleted October 4, 1043. Now COV-
ered by.() (2).

-INTEnPrATION 6 AS AmENzsw--CoNvRSIlON
OF ORDERS NOT RERoACTIVE

NoTE: Deleted Oct. 4, 1043. See Interpre-
tation 22-Rejection of Orders.

IN-rTLRaETATION 0 AS AmENDED-ALLOTMENTS
NOT REQUIRED Ii OnDrmNo CLASS A PsODUCTS
IN CERTAIN CASE.

NoT: Deleted Feb. 2, 1944. Obsolete.

INTERPRETATION 7-CLAss A REPAIR PASTS

(a) A manufacturer of Class A products
who sells them for use as maintenance, repair
or operating supplies is required to obtain
an allotment for their manufacture from the
appropriate Industry Division pursuant to
application on Form CMP-4B, except whore
they are directly purchased and programmed
by a Claimant Agency-(paragraphs (d) (0)
and (k-1) (2) of aMP Regulation No. 1).
Such items, with the exception noted, are
handled exactly as though they were Class B
products. A mahufacturer is therefore pro-
hibited by paragraph (g) (3) of CMP ROgu-
lation No. I from accepting an allotment
from his customer, and his customer is pro-
hibited by the same paragraph from ma:ing
an allotment, for their manufacture. A varl-
ation from this rule is indicated in paragraph
(b) of this interpretation.
(b) In some cases manufacturers buy class

A parts such as springs, screw machine parts
and stampings, for Incorporation In their
products and also resell some of the parts as
repair parts. In such cases, if it is imprn.
ticable for the manufacturer of the part to
segregate those sold for resale as repair
parts from those sold for production, he
should secure an allotment from his oud-
tomer covering his requirements for the man-
ufacture of both. For example, a manufac-
turer of electric motors (a Class B product)
purchases screw machine parts (a Class A
product) from another manufacturer, He
uses some of the screw machine parts for
building motors and resells others as repair
parts. He normally orders the screw ma-
chine parts without distinction as between
those which he needs for production or for
resale. The motor manufacturer should
make an allotment to the manufacturer of
the,screw machine parts to cover all the parts
purchased from him. (Issued May 20, 1943.)

INTERPIRETATIONr 8

PE=IOD DURING VaCt ALLOTMENT VALID
(REVISED)

-(a) An allotment of controlled materials
under the Controlled Materials Plan Is only
valid for the qbarter (or other specifically
designated period) for which it is made as
indicated in the allotment certificate. An
allotment which is valid for one quarter can-
not be used for placing authorized controlled
material orders calling for delivery in any
other quarter.

(b) A consumer in placing an order for a
.controlled material must specify the month
in which delivery is requested and the re-
quested delivery month must be within the
quarter for which the allotment is valid,
Controlled materials producers are required
.to make delivery, as closeto the requested do-
livery-date as is practicable and are prohibited
from. accepting authorized controlled mate-



FEDERAL REGISTER, Friday, January 26, 1915

.ral orders in excess of a specified percentage
of their production directive or expected pro-
duction as provided in paragraph (t) (2)
(ill) of CF Regulation No. 1.
(c) If a controlled materials producer is

unable to accept an authorized controlled
material order for delivery during the de-
livery month specified, and delivery is re-
quired in that month, the consumer may
appeal, either directly or through his Claim-
ant Agency or Industry Division, to the ap-
propriate Controlled Materials Division for
relief.

(d) The rules governing postponed de-
liveries of steel or copper are set out in para-
graph (t) (4) of the regulation and those
governing postponed deliveries of aluminum
are covered in Direction No. 23 to the regu-
lation. Rules governing the tentative ac-
ceptance of authorized controlled material
orders are set out in paragraph (t) (3) of
the regulation. The rules on these subjects
as stated in paragraphs (c), (e) and (f) of
the interpretation before this revision are
obsolete. [Isued Feb. 2, 1944.]

INrmaP=-srA oN 9-ALsoT-r=srrS Omrnx
PRODUCTION QuArrnrs

(a) Paragraph (o) (2) (111) of CLIP Reg-
ulation No. 1 permits a manufacturer to ex-
ceed his authorized production schedule
"where a delivery order calls for delivery, in
successive months, of Class A products in
quantities which are less than the minimum
practicable production quantity, and com-
pliance with monthly production schedules
would result in substantial Interruption of
production and consequent interference with
production to fill other delivery orders." In
such a case the manufacturer may "produce
(and his customer may order) in the first
month, the minimum practicable quantity
which may be made without such interfer-
ence."

(b) A manufacturer is entitled to apply
for (and his customer Is entitled to make)
an allotment during a single quarter of the
quantity of controlled materials required to
produce a minimum practicable production
quantity even though the customer's re-
quirements for the finished product may run
over several quarters.

In illustration of the above a customer's
requirements of screw machine parts for the
third and fourth quarters of 1943 constitutes
a minimum practicable production quantity.
The manufacturer of the screw machine parts
may apply for an allotment for the third
quarter of 1943 of all of the controlled mate-
rials required to produce the parts. The
customer should include the quantity in his
application for an allotment and if an allot-
ment is made to him, he should make a third
quarter allotment to the screw machine man-
ufacturer for the entire quantity, and should
charge the total quantity so allotted to his
third quarter allotment account. (Issued
June 11, 1943.)

INTERE-BEATION 10--CENGES LDE BY CUS-
Tor mrs IN OsDars PLAcED WrrH PzoDuCERS

(a) This interpretation deals with the
procedure to be followed when a customer.
having plaeced an authorized controlled ma-
terial order with a producer, wishes to make
changes in that order.

(b) The general rule is that any change in
a customer's order constitutes a cancellation
of the earlier order and must be considered
as a new order received on the date of the
change, if (but only if) the change necessi-
tates alteration of the producers' production
schedule to a point which would interfere
with production. For example:

(1) The mere substitution of one allot-
ment number for another which does not
require alteration of the producer's schedule
is not considered to constitute the placing of
a new order. The customer must, of course,
have an allotment Identified by the substi-
tuted allotment number to support the
change.

No. 19---3

(2) A change in chipping deztLnation dco:
not constitute the placlng of a new order.

(3) An increase n the total amount or-
dered constituten tho placing of a new order
to the extent of the increase.

(4) An advancement or deferment of de-
livery, when made by the customer, will con-
stitute entry of a now order.

(5) A reduction In the total amount or-
der d will presumably not require a change
in the producer's schedule and will not con-
stltute a new order. Of cource, If the quan-
tity is reduced below a minimnum mill quan-
tlty, the producer may reject the order and
remove It from his schedule, as provided in
paragraph (t) (2) (1) of CLIP Re-ulatlon No.
f, though he must not discrlmlnate between
customers in co doing.

(6) When the customer directs the pro-
ducer to hold or suspend production on an
order, without speclfying a now delivery date,
the order will not be canscdred as on a pro-
ducer's hoo1 for the purpcze of determining
his obligation to accept other order-. When
the customer Instruct3 the producer to rein-
state a suspended order, It rhall be considred
a new order as of the date of such Instruction.

(7) Where minor variations in tlse, hape,
gauge, etc., are requested by the customer
and can be arranged by the producer without
interfering with his production. ouch changc3
do not constitute a new order.

(c) In the case of changes which constt-
tute a new order under this Interpretation,
the acceptance or rejection of the new order
and its place on the producer's chedule shall
be governed by conditions existing at the
time the changes are received.

(d) This interpretation, as amended, cu-
persedes Interpretation 12 of CL.IP Rcgulation
No. 1 and CMPL letter 414, w.hich are hereby
revoked. (Issucd Jan. 10, 1914.)

INTES:nTAT oU 11-Usa or Acrs.xo n,'r To

Rxiria'mH I;vr'ro;Txa

(a) An allotment may be used to replace
in inventory controlled matcrLda used to
manufacture the product for which the allot-
ment was made. This i sp:cifcally covcrcd
in paragraph (u) (1) (111) of CLIP ReL-ulatioa
No. 1 [§3175.11. It is not ncccssary for a
manufacturer to delay production until he
receives delivery of controlled materials or-
dered on the basis of the allotment.

(b) A manufacturer of Cle A prcducts
need not accept an order unless he recclvca
an allotment of enough controlled matcrials
for its manufacture even thou3h he has
enough in inventory to fill the order. How-
ever, if his inventory i- exce-_ive (more than
a practicable workdng minimum or the limit
snecified in CMP Regulation Vo. 2) he must
fill the order out of the exces. This folio=
from the fact that he must tako InventorIes
into account in applying for an allotment.
(However. see Direction 27-Ri1ght To Specify
Allotment Quarter).

(c) It is not nece=ary that the quarter for
which an allotment is made and the quarter
in which delivery of the Class A product is
to be made be the came. The allotment may
be for an earlier or a later quarter depending
on when the manufacturer necds the allot-
meat.

In Illustration of the above, the X Com-
pany receives an order on July 1, 143, callln
for delivery of 100 transmIz-ion =.rembllc3
on September 1, 1943. Ten tons of carbon
steel and two tons of alloy steel are required
to fill the order. The X Company has a CUl-
cient quantity of steel on hand to ill the
order but it Is, neverthelcs, entitled to an
allotment of ten tons of carbon steel and two
tons of alloy steel from Its customer, asuming
its inventory is not more than a practicable
working minimum or the limit cpcclifled In
CMP Regulation No. 2. The X Company may
fill the order from stock on hnd and obtain
a fourth quarter allotment vhich It may usa
to replenish its Inventory. If, in the above
case, the X Company did not have controlled
materials on hand to fill the order It would

not be abl2 to accept the order for delvery
on Septenbcr 1, 913. If the date for delivery
of the Cl_ A produzts were changed to reb-
ruary 1, 194. the allotment quarter would
prc:de the quarter in which delivery of the
product would be made. (Itzued July 14,
1943.)

k.-T_'.s'arATzoeI 12-Rsnucrroir w Qui=T
C== 11=5o lior Co. sru PraCI G o'
NEWv 0mmr-
Narz: Dected Jan. 10. 1914. See Interp. 10.

Ie.nrn=arTio:r 13-AtLornmr Psouaz=D
DsZXE==.nss CrLzswCa=No Cs' PnnUor ir
C=eT=n CAs
(a) When the B product all3tment pro-

c-dure is follaed in making allotments for
the manufacture of a Cie,= A prcduct, al of
the provIsions of CP re ulatlons governing
B prCducts apply. A gecd example of this is
ClaS: A repair parts which are handled on th3
B product basis. Under paragraph (p) cf
CLIP-I (§31751). an order for a Class A
product, once accepted, cannot be di-nlacad
by an order reclved at a later time even
tqouh the later order bcara a hlgher p:efe-
enca ratlng. However, if the prcduct is a
Cla A repair part which is handled on a
C, B ba ls, this provllion dces not apply.
Paragraph (g) (3) provIdea that no coLsamer
may make an allotment for the production of
ClW' B products. In the cae of a Clams A
rcpair part which is handled on a Class B
basis3, this provi lon duae apply.

(b) On the other hand. when the A prod-
uct allotment prozedure Is followcd for male-
In, allotment3 for the manufzcture of a
Cla B product, all of the provisions of CLInP
reGulations governing A preducts apply. I
such a c ae., the provsion of paragraph (p)
mentioned above dce apply, and the provi-
sion of pargrph (g) (3) does not apply.
(Issued Aug. 16. 1943.)

InT'rmreocrnoxr 14-U=s cL QuAss.~y
ID=I=cAmiOe7

(a) It I- not nece ry to show the onuaterly
Identification in rating orders for B cam-
ponents or other production materl"s. ot-r
than controlled mateial. For example.
'Treference ratin. AA-1, Allotment number
W-I k =0zlent. Wh2re an A prcduct is
ordered rcquiring an allotment, the quarterly
Identification must, of course. be shon.

(b) Tie quarterly identiflcatlon, showing
the quarter for which an allotment is valid.
mu:t be nhown on all authorized controlled
material crderl, except as described in para-
graph (c) below, and on all allotments, im-
medlately following the abbrevated alot-
ment number-for examole. W-1-3-:3. The
abbreviated allotment number is the same
thing as the major proaram number, that Is.
the Claimant Agency symbol followed by the
first digit of the prcrmn numb=r. In the
ca se of an allotment to a prime consumer
designated W-1234-5S7, the abbreviated allot-
ment number is W-1. The quarterly Identifl-
catlon is not a part of the allotment numbzr.

(C) It is not neces-ary to show any quarte:ly
Identification on orders for controlled mate-
nal uhr they are being bought under a
blan:t symbol (such as the 10 symbol az-
signed by CLIP Regulatfon No. 5) where the
we of the symbol is not limited to any par-
ticular quarter. This Is als:o true in the case
of orders b-aing the SO symbol. (Issued
Aug. 23, 1943.)

Ir.l'r=ezArloar 15-Co.rucr us Psooworr
scunmn or CL&-s A CivILI.e T=- rEcm
Pnoucra

(a) Paragraph (q) of CLIP11 Regulation No- 1
provldes that where a manufacturer discovers
a conflict between accepted prcduction-hed-
ulc5 rccelvEd from different parsons, he should
report the matter to the appropriate Indutry
Division (or Claimant Agency under certain
circumstancs) for Instructions.

(b) Under the provisiozn of this para-
graph, a manufacturer of a Class A Civilian
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Type End Product who has received allot-
ments and an authorized production sched-
ule from various Claimant Agencies and.
from an Industry Division of the War Pro-
duction Board, and who discovers, because
of labor shortage, lack of capacity, delays
in delivery of material, or other causes, that
he Is unable to meet all authorized produc-
tion schedules, should report the details of
this conflict to the appropriate Indusjry
Division so it can furnish directions. (Is-
sued Aug. 28, 1943.)

INTERPRETATION 16-FUNISHING MATERIALS
TO SU3CONTRACTORS

(a) Instead of making an allbtment of con-
trolled material to a manufacturer of Class A
products, a manufacturer operating under the
Controlled Materials Plan may use any of the
following alternatives with the consent of his
supplier:

(1) He may sell the material to his sup-
plier from his own inventory.

(2) He may furnish the material to his
supplier on toll or processing agreement, re-
taining title in himself.

(3) He may place an authorized controlled.
material order for delivery to himself and
trans-ship the material to his supplier, either
by sale or under toll or processing agreement.

(4) He may place an authorized controlled
material order for delivery direct to the
supplier.

(b) In each of the above cases, the cus-
tomer does not make any allotment, and the
supplier does not have to keep any allot-
ment records. The supplier must, however,
keep sufficiently accurate records to show that
he is using the material for the purpose for
which It was received. The customer fur-
nishing the material includes it in his own
requirements in the same way as if he were
going to allot it, and he may not furnish it
to his'supplier except under conditions where
he could make an allotment under CUP Reg-
ulation No. 1.

(c) The making of allotments by custom-
ers to suppliers of CTass B products is for-
bidden by paragraph (g) of CMPRegulation
1, since these allotments are made directly
to the Class B producers by the War Produc-
tion Board and duplicating allotments would
make inaccurate the Board's figures as to
requirements and supply. For the same rea-
son, a customer may not furnish any con-
trolled material to the producer of a ClassH
products in any of the ways mentioned in
paragraph (a) above without getting special
permission from the War Production Board.
(Issued Sept. 11, 1943.)

INTERPRETATION 17-CoPPER FLAnE PowDEa

NOTE: Deleted Feb. 2, 1944. Obsolete.

INTERPRETATION 18-AIeALYsis ow ORDERS By
Cr usrANT AGENCY SY=OLS-SEcTioN A or
Foa CLP-4B

(a) A person applying for an allotment on
Form CMP-4B is required to show in Section
A of the form an analysis of his orders or
shipments by Claimant Agency symbols.
The applicant must analyze his orders on the
basis of the Claimant Agency symbol& appear-
ing on his customers' orders. Where no
Claimant Agency symbol appears on a cus-
tomer's order, the order must be reported
under "unidentified"

(b) An applicant must not, in any case,
attempt to trace the ultimate end-use of his
product for the purpose of filling out Section
A of Form CLP-4B. For example, if he re-
ceives an order with a preference rating bear-
ing the symbol "B-1" he should report this
under- the symbol "B" even if he knows that
that particular order is for a component of a
product that eventually will be sold to the
Navy. Or, if he receives an order with a
preference rating but no Claimant Agency
symbol, he should report this under "un-
identified" even if he knows that that par-
ticular order is for a component of a prod-
uct that eventually wlll be sold to the Navy.

(c) A person who. receives a rated order
must accept and fill it in accordance with
Priorities Regulation No. 1 whether it is Iden-
tified by a Claimant Agency symbol or not.
He does not have the right to assume that his
customer is required to show a symbol on his
order since in many cases it is not necessary
to show a Claimant Agency symbol in apply-
ing or extending a rating. There is no rea-
son, however, why a person should not
inform his customers of the provisions of
paragraph (f) of CMIP Regulation No. 3 (see
Interpretation No. 3 to CUP Regulation No.
3) and paragraph (z) of CUP Regulation No.
6 which require the compulsory use of Claim-
ant Agency symbols for purposes of identifi-
cation on certain rated orders. (Issued Sept.
14, 1943.1

INTEPRETATION 19-PeoPER ALLOTwEN Num-
Ra MUST B UsEn Ir IDENTFrING ORDERS

(a) A manufacturer of a Class B product,
in ordering production materials (whether
controlled materials, Class A or B products, or
other materials and products) needed to
make the Class B product, must not use the
allotment number appearing on orders placed
,with him by his customers. This is true be-
cause a person may use only the allotment
number which appears on the allotment made
to him with his authorized production sched-
ule. Thus a manufacturer of arClass B prod-
uct, such as electric motor controls, receives
an allotment of controlled material and a.
preference rating from the War Production
Board which, in the case of electric motor
controls, will be identified by the allotment
number J-3. When he orders the production
material .he needs to make electric motor
controls, he will use the symbol J-3 on his
orders. Orders for electric motor controls
from his customers will bear such allotment
symbols as B-4, W-3, G-6, U-i, etc. The elec-
trio motor control manufacturer may not
use these symbols on his own orders for pro-
ductron materials for the manufacture of
electric fnotor cdntrols.

(b) On the other hand, a manufacturer of
a Class A product receives his allotments from
his customers and therefore. uses the allot-
ment numbers appearing on his customers'
orders when he orders materials needed to
make the Class A product. Thus, a manu-
facturer of a Class A product who receives an
order from a customer and an allotment
identified by the allotment number 0-5 will
use the .allotment number 0-5 in placing his
orders for production.materials needed to
fill the order.

(c) An allotment number or symbol alone
never constitutes an allotment of controlled
materials. In making an allotment a con-
sumer must specify the controlled material
and the exact quantity allotted. Attention is
called to the fact that under paragraph (f)
of CIJP Regulation No. 1, allotments of con-
trolled material must he made only in the
form and shape in which.they are allotted to
the consumer. (Issued Oct. 8, 1943.)

INIERPETATION 20-PocuING CLAnAm
AGENCIE

(a) The "procuring" Claimant' Agencies
under the Controlled Materials Plan are:

(f) War Department (including Ord-
nance).

(2) Navy Department.
(3) Maritime Commission.
(4) Aircraft Resources'Control Office.
(5) Foreign Ecdnomic Administration.
(b) The other Claimint Agencies are some-

times referred to as "non-procuring" Claim-
ant Agencies. (Issued Oct. 26, 1943.)

INTERPRETATION 21-T=Esab nY LOANS

(a) Paragraph (u) of CUP Regulation No.
1 (§ 3175.1), which places restrictions on the
use of controlled materials and Class A prod-
ucts obtained pursuant to an allotment, does
not forbid a short term "loan" of controlled
materials or Class A products to another

manufacturer for his use in filling an author-
ized production schedule. Vhenever a loan
is made, the consumer must make certain
that the material loaned will be returned to
him when he needs it. A loan for more than
three months would generally be considored
equivalent to a transfer of the materials and
therefore unauthorized except as provided in
paragraph (u) A consumer must never
make such a loan when lending the material
would prevent fulfillment of the consumer's
authorized production schedule.

.(b) A consumer borrowing controlled ma-
terials or Class A products does not have to
reduce his allotment account under para-
graph (v) of the regulation, relating to ad-
justments on account of controlled materials
or Class A products obtained without use of
allotments, since the loan is made on a tem-
porary basis and he must be in a position to
use his allotment to return, in kind, tho ma-
terial borrowed.

(c) Full records of the loan transaction
must be kept by both persons lending and
persons borrowing. (Issued Nov. 3, 1043.)

INTErrPRETATION 22-RrircmoN or Onrns

(a) Paragraph t) (3) of CIJP Regulation
NO. 1 [§ 3175.1] requires a controlled 4nato-
rials producer to reject any order other than
an authorized controlled material order, a
sample order or an order which he is required
or authorized to fill by the War Production
Board. This provision does not require a
producer to refuse to receive a piece of paper
on wlilch an order is written. It doe3 require
the producer to refuse to fill an order or sched-
ule it unless it s an order which ho is spe-
cifically authorized to fill. The order must
be specifically rejected and the producer may
either return the paper on which tho order
is written or file it, as he sees fit. In any
case he must let his customer know that ha
cannot schedule the order and that his cus-
tomer should not expect delivery against it.

(b) Customers who place with a producer
orders which the latter is prohibited from
filling cause an unnecessary increase in the
volume of paper work. It is therefore ug.-
gested that purchasers should refrain from
placing unauthorized orders, even if they'ln-
tend to validate the orders later.

(c) While the placing of a delivery order
before an allotment is received Is die-
couraged, it Is recognized that in certain
cases customers will find it necessary to plac0
orders before they have received their allot-
ments. This may happen, for example, in the
case of long-term cohtracts extending beyond
the period for which advance allotments have
been made. In such a case, a delivery order
may be converted into an authorized con-
trolled material order either by furnishing
a copy of the order conforming to the re-
quirements of paragraph (s) of the regula-
tion or by furnishing, in writing, the rcqui-
Bite information clearly identifying the order
and bearing the certification required by sub-
paragraph (3) of paragraph (s). Such an
order must be treated as an authorized con-
trolled material order as of the dato on which
the necessary information and certificate
(including the allotment number) are re-
ceved, by the producer. (Issued Nov. 10,
1943.)

INTERPRETATION 23
Definition of steel. The word "steel" as

used in CMP regulations has the same mean-
ing as "steel" as defined in Order M-ll, as
amended from time to time, except that it
includes only those forms and shapes listed
In Schedule I of CIP Regulation No. 1.
[Issued Aug. 4, 1944.]

INTERPR'ATON 24

RECORDS or MzrorTrzs

Paragraph (y) (3) of CIIP Regulation No,
1 requires each prime consumer to retain for
two years all documents on which he relles
as entitling him to make or receive an allot-
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mert or to deliver or accept delivery of con-
trolled materials or Class A products. The
Foreign Economic Administration and Its
predecessors, the Board of Economic Warfare
and the Office of Economic Warfare, have
since the institution of the Controlled Ma-
terials Plan made allotments of controlled
materials to exporters for export by endorsing
appropriate legends upon export licenses.
The original of every export license, however,
is required by other Government regulations
to be surrendered to export officials at the
time of shipment. Consequently, persons
who receive their assignments and preference
ratings on export licenses are not in a position
to retain the original of the export license,
and thus are not required to do so by para-
graph (y) (3) except only in those cases where
other Government regulations do not require
the surrender to the Government of the docu-
ments referred to. [Issued April 18, 1944.]

III-m1rrrTmo:u 25

ALLOTLi~T S=~OLS THAT no vOT =an
QUA5T=1Y 10-?.TITC&T511

Paragraph (a) of CUIP Rcgulatlon No. 1
explains that in placing an authorized con-
trolled material order the quartrly Identi-
cation (which is explained In parrgraph
(c) (6) (1) ), must be added. In certain ca e3,
where allotments are not made, a conumer
is entitled to place an authorized controlled
material order without using the quarterly
identification. However, in such a case, the
order must still bear the requcted delivery
date. A list of the vymbols which can b
used to place an authorized controlled ma-
terlal order without the quarterly Identifica-
tion, the purpose for which such symbols are
used, and the related order follows:

Symbol Use Ordcr

SO ........... Small order procedure . CM--P flhule in L
P-1 ..........- Petroleum industry-production -............ P-PS-b.
F-5 I ........... Petroleum industry-special production. -- P-B-b.
.MRO . Maintenance, repair and operating supplies --.........- CMP IRgulatlms end M
IRO-P-3 - A....... --o ---.-.----.................... P-S3-b.

MRO-P-7.. Petroleum Industry MRO (Scrial number) Maintenance, P-47.
repair and operating supplics--dllan aircraft.

MRO-P-S_ Maintenance, repair and operating supplies - mlci..._ P4)*
MRO-P-S-e. iamtenanc, repair and operating supplics-petr!eun P-r.-c.

industry consumer accounts.
MRO-P-133 Maintenance, repair and operating uppllcs-lectrcnlr P-133.

equipment.
MR0-P-135-& Mantenance, repair and operating suppllcs-s.zap yards P-1i.

(serialized).
MRO-P-14L_. Maintenance repair and operating supplcls-public mnl- P-141.tary sawer facilities.
S-i--------- Industrlrepairmen.--------.... . ... CMP lc-ulat!!n 9A.
S-2 --------- Extension of public sanitary sawer facilities----------P-1L

-- Ironand stel producers ------... P .
T-7 ----------- (Serial number) Transportation systems ----------... P-142.
V-9 ......... Laboratories ----------.-------------------------.. P-tI.
S-4------------- For steel only for rural water well drillers ------------. P-143.
U-. ..... Utilities--under orders ---------------------... U-I. U-% U-4.
V-3 ---------- Retailers and repair shops - . ..--------------------. CMip Rculat!Cns 9 ani VA.

---6 ------------ Construction and facilities - ---- C' l--e-u---tl 0, D~rcl L
W-6 -.-------- Construction and facilities-Army -----------..... .CLIP el.tI.. V, DIreL- 3

- ..---- Construction and faelitles-Navy ...................... CM' leuatln 0 Dircet.an 3(CMPL-23L
H - (Program Construction and facilitles-housing ....-----------.. P-L-c WPB-).

No.)
U-2 ! ....... -- Construction and facilitles-utiitles ................... CMIP Rc.uiat!s 0, DlCriian 4(WI'B-274).
WHL ---------- Orders placed by varehonses ...------------------ -- I-2i-b-I and ,-2i-b--

-PX ---- Steel producers exchange ..................- - ---------- C cjut! I. Dreetica 0.
AM ----------- Purchase of aluminum ingot and powder ........-..... Dlrecton 4) to CMP lic-uatis I

and 7-1-.
E-2 --------- MRO purchased for foreign countries .-------.--------- Direction 43 to CMI' Elc-Zutffn L

- Discarded, offgrade, idle, and exce stcel purchses_.....

, In some cases a quarterly limitation Is plnced on the operatcr who places the ordcr. Hoaev, acontrellzi m.inal
supplier des not need to require a quarterly dcsignation on any crdcr tearing the symtel F-. -

a In some cases the WPB-2774 authorization gives specific quantities fer zcfle qurtcn. A ccrtracI mate relI
supplier does not need to require a quarterly designation on any order tzaring the symbol U-2.

(Amended October 25, 19M4)

LasT or Dmcnows 1 THRouGH 60 To
CMIp-REG. No. 1

Pursuant to paragraph (t) (6)-Steel
Producers-Obsolete.

Puralant to paragraph (t) (6)-Alumli-
num Producers-Obsolete.

Pursuant to paragraph (t)--Copper
Wire and Cable Producers-Obsolete.

0-1. 0-4 and N-4 Orders on Brass Mills.
Heat Treated and Normalized Carbon

and Alloy Steel Bars for Commercial
Warehouse Orders-Obsolete.

Rules Governing Certain Deliveries of
Steel Between Producers and Others.

Pursuant to paragraph (t) (6)-Alumi-
num Producers-Obsolete.

Intra-Company Deliveries of A1uminum.
Brass Mill and Wire Mill Direction.
Rolled and Forged Armor Plate.
Delayed Delivery on April Orders-Ob-

solete.
Water Well Drillers-Revoked January

4, 1944.
Complete Bills of Material-Revoked Oc-

tober 9, 1943.
Rerating Not Compulsory-Obsolete.
Mill Stocks of Steel.

16. Replacement of Defectivo Controlled
Material.

17. Bras Mill Dlrection-Obeolote.
18. Acceptance of Orders for Stcel-Re-

yoked.
19. Tin Plate, Short Ternc3 and Tin Mil

Black Plate for Can Manufacturers.
20. BEW and Lend-Leaxe Orders.
21. Farmers Copper Wire Allotment Certl-

cates.
22. Special Allotments.
23. Acceptance of Ordem for Aluminum by

Aluminum Producers and the Effect
of Delays in Production.

24. Steel Furnihed by Fabricators on Con-
struction Projects.

25. Forgnga in Controlled Material Form.
26. When Allotment3 may be Returned by

a Secondary Consumer Directly to a
Claimant Agency or Industry Divlsion.

27. Right to Specify Allotment Quarter.
28. Controlled Material Lost or Stolen in

Transit.
29. OEW and Lend-Lease Orders.
30. Copper Water Tubing-Revokled Novem-

her 25, 1943.
31. Ammunition Zras StrIp, Red and Tutbo.

32. Production and Delivery of Les Than
Mfnimum Mill Quantities of Bree
Mill Products Ahead of SE:hadule.

33. Placment and Acccptance of Orders for
Smal Amountz of Aluminum and
Aluminum Alloy Extruded Shapes.

34. Clacs A Faclllties not Related to Con-
struction.

35. Jlf!Da, Diez, Moldz, Fixtures and Spec al
TcollnG.

30. Cacs In Which a Parson wh3 has R:-
calved an Allotment for the Lfanufac-
ture of a Clazs B product may m

Allotmenta or Furnisc Controlled Ma-
terlals to a Manofacture of the lees
B Product.

37. Conzolidation of Army Ordnanca Pro-
grams 0-5 and 0-6.

38. Galvanized Stcel Proucats In Controlled
Material Form.

39. OMlcn Clns B Product List.
40. Railroad Frogs and Switches.
41. Allotment Procedure for Manufzcturar

of Class A Prcducta When Uzsd for
Ship Repairs and Bureau of Slips'
S13c.la Navy Products, Whaen Uzd for
Ship Repalrs.

42. Capper Powder.
43. Elimination of 1943 Orders for Alumi-

num.
44. ApplIcations by Producera and Dletribu-

tors for Parmlesion to Sell Rejected or
Ezca Steel.

45. S9.hcduling Provaions Applicable to U1-
2:3 Prcducts.

40. Chango In Prc-am Numb rs of the
Mutime Commlon.

47. Acceptance of Orders for Steel for Da-
livery from Mill Stocle.

48. Purch=ca or Sales of Controlled Mate-
rals throuzh an Intermedary.

49. Acc:ptance of Order and SLipient of
Aluminum Ingot.

C0. Conolldation of Ar3 Programs W-2
and W-4.

51. War Department Sm Orders.
52. Application for Parmi'son to Use rxcezz

Materials.
C3. Controlled Materals Purchased for MEO

In Foreign Countries.
C4. D ferrcd Allotments.
&5. Carded Cotton Yarns.
C9. Aluminum Allotment Forms.
57. Aluminum Ingot for Aluminum Foun-

drie.
C3. 16t l by Brvzs MUls rezardlng Sched-

uling of "Z-1" Orders.
9. Aluminum for Certain D-tructive and

Similar Direct Uzes.
CO. Notice by Copper MIlls regardlng S ed-

uling of "Z" Orders.

[1. R. Dzc. 45-1524; Filed, Jan. 2A. 1945;
11:26 a. m.1

PRtn 3220--T .el, CLormil m
LEMHEn

[Cancervatlon Order M-23. Dir'ectfon 91

PfODUCTIO O ZE'S _AvY- w GHT
WWDIT aVEI I., FmsIUAIVY AlND U'?IEH 1945

The following direction is issued pur-
suant to Conservation Order M-323:

(a) Production quotaa. Each parzon in
the busin=s of producing knit underwear
who in February or Ma!rch 1944 produced any
of the folo-7ng types of underwear, shall
during the months of February and March
2145 produce, and accept and ill orders for
at lc-at a! many dzcens of each of the follow-
Ing types of knit underwear as he produced
during the months of February and March
194. Prcducton of knlt underwear on orders
of or for the account of the U. S. Army or
Navy shall be excluded In computing these
quotas.
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The types of knit underwear referred to
above are:

Men's knit union suits, over 9 lbs. per
dozen in weight based on size 42, long sleeves,
ankle length.

Men's knit shirts, over 6 lbs. per dozen in
weight based on size 42, long sleeves.

ien's knit drawers, over 4% lbs. per dozen
in weight based on size 38, ankle length.

(b) Priorities assistance. Any person who
is unable to obtain without priorities assis-
tance sufficient cotton knitting yarn, or cot-
ton broad woven fabric for findings, to be able
to comply with the provisions of paragraph
(a) must file with the War Production Board,
Textile, Clothing and Leather Bureau, Wash-
ington 25, D. C., by February 5, 1945, an ap-
plication on Form WPB-2842 for .priorities
assistance to obtain sufficient cotton knitting
yarn and cotton broad woven fabrics to com-
plete the required production. A preference
rating will be assigned to such applicants to
obtain sufficient cotton knitting yarn, and-
cambric, sateen, twill, jean cloth or similar
fabrics customarily used for facings, bindings,
and stays to complete the praduction of the
number of garments required.

(c) Military orders. Any person subject to
this direction -who has accepted orders to
produce items for the Army, Navy or Mari-
time Commission shall M1 such orders and,
to the extent necessary to do so, may produce
less than the quantity of men's underwear
required by paragraph (a), but this direction
must be complied with regardless of Its effect
on prokuction of civilian items other than
those specified in paragraph (a).

Issued this 24th day of January 1945.

WAR PRODUCTION BOARD,
By J. JOSEPH WHELAN,

Recording Secretary.

[F R. Doc. 45-1488; Filed, Jan. 24, 1945;
4:11 p. in.]

PART 281-PuLP AND PAPER -

[General Conservation Order M-241-a, Di-
rection 1]

"CONDENSER TISSUE" AND "SANITARY FOOD

CONTAINER STOCK"

Correction

In the document appearing at page
895 of the issue for Wednesday, Janu-
ary 24, 1945, the FEDERAL REGISTER serial
number should be "45-1408"

Chapter XI-Office of Price Administration

PART 1305-ADUIsTRATIoN

[Gen. RO 5 Amdt. 91]

FOOD RATIONING FOR INSTITUTIONAL USERS

A rationale accompanying this amend-
ment issued simultaneously herewith has
been filed with the Division of the Fed-
eral Register.*

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

18 F.R. 10002, 11479, 11480, 11676, 12403,

12483, 12744, 14472, 15488, 16787, 17485; 9
P.R. 401, 455, 692, 1810, 2212, 2252, 2287,
2476, 2789, 3030, 3075, 3577, 3704, 4196, 4393,
4647, 4873, 5041, 5232, 5684, 5826, 5915, 6108,
6504, 6628,-7167, 7260, 7703, 7770, 8242, 8813,
9952, 10069, 10578, 12121, 12449, 12919.

Section 18.6 is added to read as fol-
lows:

SEC. 18.6 Institutional users must re-
port 7nventorzes of certain citrus 7u;ces
on-hand on January 28, 1945. (a) Each
institutional user (other-than r. Group I
user) must file with the hoard with
which he is registered a signed report
showing separately his nventory of
grapefruit juice and orange-grapefruit
juice blended (in points) as of the close
of business on Jantlary 27, 1945.
(Grapefruit juice and orange-grape-
fruit juice blended acquired for points
between 12:01 a. in., January 18, 1945
and 12:01 a. in., January 28, 1945 are not
included.)

(b) If" he has only one institutional
user establishment, or more than one
such establishment registered sepa-
rately, the report must be filed not later
than February 10, 1945. If he has more
than one establishment registered to-
gether, the report must be fled not later
than February 17, 1945.
(c) No institutional user may get an

allotment after February 10, 1945, or
February 17, 1945, as the case may be,
unless he has made the report required
by this section to the board with which
he is registered.

This amendment shall become effec-
tive Januar 24, 1945.

No=: All reporting and record-keeping
requirements of this amendment have been
approved by the Bureau df the Budget in
accordance with the Federal Reports Act of
1942.

Issued this 24th day of January 1945.

CHESTER BOWLES,
Administrator

IF Ri. Doe. 45-1489; Filed, Jan. 24, 1945;
4:37 p. m.]

PART 1347-PAPER, PAPER PRODUCTS, RAW
MATERIALS FOR PAPER AND PAPER PROD-
UCTS, PRINTING AND PUBLISHING

IRMPR 114,1 Amdt. 3]

WOODPULP

A statement of the considerations n-
volved in the issuance of this amend-

ment, issued simultaneously herewith,
has been fled with the Division of the
Federal Register.*

Revised Maximum Price Regulation
No. 114 is amended in the following
respects:

1. Appendix A (a) (1) Is amendid to
read as follows:
APPNix A-MAxmwra Pascrs FoR WooDruLp

(a) Domestic sales. (1) Maximun prices
for woodpulp sold to consumers located
within the continental limits of the United
States. Prices are per short, air dry ton,
delivered consuming mill including the baso
maximum transportation allowances as pro-
vided In paragraph (a) (3) (1) below.

Maximum 'prices applicable to woodpulp
delivered to consumers mills located cast o/
the Continental Divide exclusive of Dcver,
Colorado, and to woodpulp produced east of
said Continental Divide, excluding said City
of Denver, and delivered to consumers mills
located west of said Divide, or in said City
of Denver:

Bleached softwood sulphito ------- 6. 00
Unbleached softwood sulphit_.._ 74.00
Bleached hardwood sulphite ------- 83.50
Unbleached hardwood sulphite .... 71,50
Northern bleached sulphate ------- 8.,00
Southern bleached, sulphate ------ 70,00
Northern semi-bleached sulphate.. 82.00
Southern semi-bleachcd sulphate.. 75,00
Northern unbleached sulphate.... 73.00
Southern unbleached sulphate .... 03,60
Bleached soda pulp ------------- 76,00
Unbleached soda pulp ----------- 72.00
Groundwood pulp --------------- 50,00
Groundwood pulp-paper machine

dried ----------------------- 53,00
Sulphite screenings -----------... 43.60
Sulphate screenings ------------- 3,00
Groundwood screenings ----------- 3 2.00
Northern unbleached sulphate

sideruns ---------------------- 73.00
Southern unbleached sulphate side-

runs -------------------------- 63,50
Standard newsprint sideruns - 5---- 60:00

2. Appendix A (b) (1) is amended to
read a. follows:

(b) Lend-lease sales. (1) Maximum prices
which may be charged on sales to the Lend-
Lease Administration shall be per short air
dry ton, f. o. b. cars or trucks producer's
mill, or f. a. s. barge or steamer at the pro-
ducer's mill or will dock as the Lend-Lease
Administration may direct, as follows:

Producing area

Northeast Lake Central Southern West Coast

Bleached softwood sulphlt -0. 00 . $78.00 $74, CD
Unbleached softwood sulphite. .........................- 00 & 00 ........... . .. 00
Bleached hardwood sulphite ----------------------------- 77. &0 77.0 75.50 ..............
Unbleached hardwood tulphite ----......................- G& 50 60 0.50 ..............
Northern bleached sulphate ........................................................................ 74,00
Southern bleached sulphate --.----------- ....-------- ---- ...-- -. 71.00---------
Northern semi-bleached sulphate .....--- ------------------------- ... ........ . 0
Southern semi-bleached sulphate ---------------------- -------------- ............ 07..........
Northern unbleached sulphate- ... .....------------------------------- -- ............. ......... 1
Southern unbleached sulphate -------------------------- --------------- --------- .. .. 0...........
Bleached soda. ..------------- ------------- ........ 70.00 70.00 .0.........

This amendment shall become effective January 30, 1945.
Issued this 25th day of January 1945.

CHESTER BOWLES,
Administrator

iF. R. Doc. 45-1510; Filed, Jan. 25, 1945; 11:21 a. in.]

a 9 P.R. 6630, 6951, 12742, 13934.
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Chapter XIV-War Contracts Price
Adjustment Board

The Renegotiation Regulations have
been adopted by the War Contracts Price
Adjustment Board and control the re-
negotiation of cntracts and subcon-
tracts pursuant to section 403 of the
Sixth Supplemental National Defense
Appropriation Act, 1942, as amended,
with respect to renegotiation for fiscal
years ending after June 30, 1943. The
following regulations comprise the Rene-
gotiation Regulations complete through
Revision 14, dated December 29, 1944.
These regulations are subject to re-
vision and amendment and the addition
of rulings on subjects not covered.

[SEAL] JAMES S. FEIGHT,
Secretary.

RENEGOTIATION REGULATIONS
Part
1601 Authority and orgdmzation cfor re-

negotiation.
Subpart A-Summary of renegotiation

Act of 1943 and related statutes.
Subpart B-Preliminary material.
Subpart C-Organization and func-

tions of the Price Adjustment
Boards and Sections.

Subpart D-Relation of Renegotiation
Act and Royalty Adjustment Act
concerning patents.

1C02 Procedure for renegotiation.
Subpart A-Assignments for renego-

tiation and cancellations.
Subpart B-Preliminary Information

required of contractors.
Subpart C-Preparation for renego-

tiation.
Subpart D--Conduct of renegotiation.
Subpart f-Completion of renegotia-

tition.
1603 Determination of renegotiable busi-

ness and costs.
Subpart A-Fscal year basis for re-

negotiation and exceptions.
Subpart B-Method. for segregating

sales between renegotiable and non-
renegotiable business.

Subpart C-Contracts and subcon-
tracts within the scope of the 1943
act.

Subpart D-Mandatory exemptions
and exclusions from renegotiation.

Subpart fl-Permissive exemptions
from renegotiation.

Subpart F-Limitations on commence-
ment and completion of renegotia-
tion.

Subpart G-Termination of renegotia-
tion.

Subpart H--Costs allocable and allow-
able against renegotiable busine-.

1604 Determination and elimination of ex-
cessive profits.

Subpart A-Principles and factors In
determining excessive profits.

Subpart B-Recovery of excessive
profits already realized.

Subpart C-Price reductions for fu-
ture deliveries.

Subpart D-Renegotiation and taxes.
1605 Agreements and statements.

Subpart A-Agreements and clear-
ances.

Subpart B-Statements to contractors.
1606 Impasse procedure.

Subpart A-Procedure upon refusal of
information.

Subpart B-Fallure to agree.
Subpart C-Proceedings in the tax

court.

1607 Forms for rencgotiatlon.
Subpart A-Formo relating to Identl-

fication, asignment and cancelia-
-tion of casca.

Subpart B-Forms relating to opera-
tion of renegotlation.

Subpart C-Frms relating to tax
credit.

Subpart D--Forms relating to agrce-
meats and unilateral determina-
tions.

Subpart E-Forms of report.
Subpart I-Addrses.

1608 Text of statutes. orders, Joint regula-
tions and directive.

Subpart A-Statute3 and Executive
orders.

Subpart B-Delgtlons of authority.
Subpart D-Excmptlons.
Subpart fl-Other orders and direc-

tives.

NoTE: In order to conform the Renegotila-
tion Regulations to the numbering zystrm
used in the Code of Federal Regulations, the
following changes have bcen made: Chapters
in the original regulatlons- have been treated
as parts. sections as subparts, and para-
graphs as sections. Thus Chapter I b-comea
Part 1601, Chapter II becomes Part 1602.
section 1 of any chapter become5 Subpart A,
section 2 becomes Subpart B. etc. Pare-
graphs in the original regulations, become
sections, with the number to the rlght of the
decimal point corresponding to the original
paragraph number, except that In paragmpls
of the original regulations, containing a
decimal point a dash has ben substitutcd for
the decimal point. The original paragraph
numbers appear in brackets following text
affected.

For an explanation of the numt.ering and
arrangement of the orlginal Renegotlatlon
Regulations, see § 1601.123.

PART 1601-Au noiux Aim OoizwarimoN
, roR RENu0corTx%0roz

su3PAnT A--su.MLinaT or nmaoit~AmloS AcT 07
1043 ANiD flIA'TED -TATU

See.
1601.101 Scope of subpart.
1601.102 War Contracts Price Adjustmcnt

Board.
1601.103 Coverage.
1601.104 Exclusions and exemptions.
1601.104-1 Mandatory.
1601.101-2 Perml=sivo
1601.104-3 Exemption measured by volume

of busincss.
1601.1C4-4 Proflits from increment in value

of e xcess inventorico.
1601.105 Renegotiation claumes in con-

tracts.
1601.166 Determination of excesive prof-

its.
1601.106-1 Costs.
1601.106-2 Unused amortization deduction.
1601.166-3 Fair cozt allowance In the cx-

1601.106-4

1601.107
1601.108
1601.108-1
1601.108-2

1601.108-3
1601.108-4

1601.108-5

1601.108-6
1601.109

emptcd stato for raw materials
and agricultural commcditl s
in the case of integratcd pro-
ducers_.

Factors in detemining excessve
profits.

Renegotiation by fLcal years.
Renegotiation proccdure.
Mandatory filing of statement.
Commencement of rcneZotiatlon

prcezedingo.
Statute of limitations.
Agreement or order determining

exccsive profits.
Statement to the contractor or

subcontractor.
Eliminating excc=ivo profits.
Delegation and review.

Sca.
1601.103-1 Dalegatlon.
1601163-2 _Review by the War Contracts

Board.
1601.110 Redetermination of excessive

profits by The Tax Court of the
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SUBPART A-UMMARY OF RENEGOTIATION
ACT OF 1943 AND RELATED STATUTES

§ 1601.101 Scope of subpart. The
summary of the Renegotiation Act of
1943 in this subpart is designed to pro-
vide only a general outline of its struc-
ture and basic provisions. The detailed
discussion of these provisions and of
their -interpretation and application- is
contained under the appropriate sub-
parts of subsequent parts of tbis chap-
ter. ERR 1013

§ 1601.102 War Contracts Price Ad-
justment Board. Subsection (d) of the
1943 act creates the War Contracts Price
Adjustment Board, hvlnch, for conven-
ience, Is referred to in these regulations
as the War Contracts Board. Authority
with respect to renegotiation Is vested in
this Board subject, however, to being del-
egated, in the Board's discretion, to the
Secretaries of the Departments, with
right of redelegation. The Board is
composed of six members, one each from
the War Department, the Navy Depart-
ment, the Treasury, the Maritime Com-
mission or the War Shipping Admnms-
tration, the Reconstruction Finance Cor-
poration, and the War Production Board.
The War Contracts Board, its powers,
duties and functions, and its authority
to delegate its duties and functions are
described more fully in § 1601.130 and
following. ERR 102]

§ 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 §1601104
(subsection (c) (6) discussed in
§ 1603.348)

(b) Subcontracts include purchase or-
ders or agreements to perform all or
any part of the work, or to make or fur-
nish any article, required for the per-
formance of -any other contract or sub-
contract but do not include any purchase
order or agreement to furnish office sup-
plies. A contract or arrangement to
procure a contract with a Department
or a subcontract thereunder is also a
subcontract. Subcontracts are not lim-
ited to those made by a prime contrac-
tor but include those made by a sub-
contractor or sub-subcontractor down
through the various tiers (subsection (a)
(5), discussed In § 1603.333)

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

§ 1601.104 Exclusions and exemp-
tions. ERR 1043

§ 1601.104-1 Mandatory. The 1943
act does not apply to:

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

(b) Contracts or subcontracts for cer-
tam raw materials (subsection (1) (1)
(B) discussed in § 1603.344)

(c) Contracts or subcontracts for ag-
ricultural commodities in a certain form
*or state (subsection (i) (1) (C), discussed
in § 1603.344-2)

(d) Contracts or subcontracts with
tax exempt charitable, religious or edu-
cational institutions (subsection (1) (1)
(D) discussed in § 1601.345),

(e) Construction contracts with a De-
partment let under competitive bidding
(subsection i) (r) (E) discussed in
4 1603.346) or

C) Subcontracts under prime con-
tracts or other subcontracts of the types
listed above winch are exempted by sub-
section (i) (1) (subsection (1) (1) (F),
discussed in § 1603.347) ERR 104.1]

§ 1601.104-2 Permissive. The War
Contracts Board may, in its discretion,
exempt from any or all of the provisions
of the 1943 act:

(a) Any contract or subcontract:
(r) To be performed outside of the

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

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

(3) During a specified period or pe-
riods, to the extent that the contract
provisions are adequate to prevent ex-
cessive profits (subsection (t) (4) (C),
discussed in § 1603.353)

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

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

(b) Any subcontract or group of sub-
contracts, if it is not administratively
feasible to segregate the renegotiable
from thenon-renegotiable business (sub-
section () (4) (F), discussed in § 1603.-
356)
The Board may make such exemptions
by individual contracs or by general
classes or types of contracts (subsection
(l) (4) discussed in §1603.357) ERR

~104.21
§ 1601.104-3 Exemption measured by

volume of business. Subsection (c) (6)
provides that renegotiation shall not ap-
ply to any contractor or subcontractor
unless the aggregate of the amounts re-
ceived or accrued by the contractor or
subcontractor (and all persons under the
control of or controlling or under com-
mon control with the contractor or sub-

contractor) under contracts with the
Departments and subcontracts, not in-
cluding subcontracts for procuring con-
tracts or subcontracts, exceed $500,000
(discussed in § 1603.348) In the case of
subcontracts for the procuring of con-
tracts or subcontracts, this figure Is
$25,000 (discussed in § 1603.348) ERR
104.3]

§ 1601.104-4 Profits from increment in
value of excess inventories. The 1043
act excludes from renegotiation that
portion of the profits derived from con-
tracts with the Departments and sub-
contracts attributable to the Increment
In value of excess inventories of certain
raw materials and agricultural com-
modities (subsection (1) (3), discussed
in § 1603.344-4) ERR 104.4]

§ 1601.105 Renegotiation clauses in
contracts. (a) The 1943 act directs each
Secretary to insert in each contract made
by his Department, involving more than
$100,000, terms under which the contrac-
tor agrees (1) to renegotiation, (2) to
the withholding or recovery of excessivo
profits ly the United States and (3) that
he will insert like terms in all subcon-
tracts made by him involving more than
$100,000, and will require the subcon-
tractor to insert like terms in contracts
entered Into by him. In the case of sub-
contracts for procuring contracts with
the Departments these terms are to bo
placed in all such subcontracts for moro
than $25,000 (subsection (b), discussed
In § 1603.331)

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

§ 1601.106 Determination of excessive
profits. ERR 106]

§ 1601.106-1 Costs. In determining
the profits from renegotiable business,
the 1943 act requires the War Contracts
Board to allow costs determined in ac-
cordance with the method of cost ac-
counting regularly employed by the con-
tractor or If such method does not prop-
erly reflect such costs, the Board is au-
thorized to prescribe the method under
which such costs shall be determined.
No Item ot cost shall be allowed which Is
unreasonable or which is not properly
chargeable to the contract or subcon-
tract. Notwithstanding these provisions,
all items estimated to be allowable as
deductions or exclusions for income tax
purposes, to the extent they are allocable
to renegotiable business, are to be al-
lowed in determining excessive profits.
State income taxes, to the extent they
are attributable to the portion of the
contractor's profits determined to be
excessive, however, are not allowable
(subsection (a) (4) (B), discussed in
§ 1603.389) ERR 106.13

§ 1601.106-2 Unused amortizaiion de.
duction. The 1943 act provides for the
repayment by the United States to a con-
tractor or subcontractor, without Inter-
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est, of the amount of the net renegotia-
tion rebate determined in accordance
with procedures and principles set forth
in the 1943 act in the event of a recompu-
tation of the amortization deduction pro-
vided for in section 124 (d) of the Inter-
nal Revenue Code (subsections (a) (4)
(C) and (D) discussed in § 1603.388-2)
ERR 106.2]

§ 1601.106-3 Fair cost allowance tn the
exempted utate for raw materials and ag-
rzcultural commodities zn the case of in-
tegrated producers. In order to provide
for equitable treatment of the integrated
producer, the 1943 act provides for the
allowance of a fair amount of cost in the
exempted state for certain raw materials
and agricultural commodities in the case
of integrated producers who produce or
acquire such materials or commodities
below such state and process them up to
and beyond such state (subsection (i)
(3) discussed in § 1603.344-3) In this
connection attention is also directed to
§ 1601.104-4 supra, which in effect gives
the contractor or subcontractor who ac-
quires the exempted raw materials and
agricultural commodities at the exempt
stage the benefit of a similar special cost
allowance to the extent that such prod-
ucts constitute excess inventory of such a
contractor or subcontractor. (RR
106.3]

§ 1601.106-4 Factors in determining
excessive profits. The 1943 act defines
excessive profits to be the portion of the
profits from the renegotiable business of
the contractor or subcontractor which in
the light of a list of factors set out in
subsection (a) (4) (A) of the act is de-
termined to be excessive. These factors
cover such matters as efficiency, costs,
capital, risk, contribution to the war ef-
fort, character of business, and such
other factors as the public interest and
fair and equitable dealing may require
(discussed fully in § 1604.408 and follow-
ing) ERR 106.4]

§ 1601.10.7 Renegotiation by fiscal
years. The 1943 act applies to fiscal years
ending after June 20, 1943, and requires
that renegotiation be conducted 'on an
overall fiscal year basis. Renegotiation
may relate to any period other than a
full fiscal year only with the consent of
the contractor or subcontractor. The
1943 act requires that renegotiation re-
late to the aggregate of the contractor's
war business for the year unless the con-
tractor requests and the War Contracts
Board agrees to the renegotiation of
separate contracts (subsection (c) (1),
discussed in §§ 1603.301-1601.303)
[RR 107]

§'1601.108 Renegotiation procedure.
[RR 108]

§ 1601.103-1 Mandatory filing Of
statement. The 1943 act requires every
contractor or subcontractor not specifi-
cally'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 th Revenue Act of 1943,
whichever is the later, a statement con-
taming such information as the Board
may by regulations prescribe (subsection

(c) (5) (A), discussed in § 1602.220 and
following) In addition to this state-
ment, which is considered to be the state-
ment for the purposes of the beginning
of the statute of limitations, the War
Contracts Board may require from the
contractor or subcontractor any other
data, information or records deemed de-
sirable. [RR 108.1]

§ 1601.10-2 Commencement of re-
negotiation proceedings. The contrac-
tor or subcontractor will be given
reasonable notice of the time and place
for a conference with respect to rene-
gotlation. The mailing of such notice
by registered mail to the contractor or
subcontractor constitutes the commence-
ment of the renegotiation procecdings
(subsection (c) (1), discussed in
§ 1602.241) [RR 108.2]

§ 1601.108-3 Statute o1 limitations.
Renegotiation proceedings must be com-
menced within twelve months from the
close of the fical year or within twelve
months of the date of the filing of the
statemen. referred to in § 1601.108-1,
whichever is the later. If such proceed-
ings are not completed or if an agree-
ment or order determining the amount
of excessive profits is not made within
one year from the commencement of the
renegotiation proceedings, the liability of
the contractor or subcontractor under
the 1943 act will be discharged. How-
ever, this one year period may be e::-
tended by mutual agreement (subsection
(c) (3) discussed in §§ 1603.362 and
1603.353) ERR 103.3]

§ 1601.108-4 Agreement or order de-
termzntng excessi'e prollts. Upon the
mailing of the notice and the commence-
ment of the renegotiation, the Board
will endeavor to make a final or other
agreement with the contractor or sub-
contractor with respect to the elimina-
tion of excessive profits. If such an
agreement is not made, the act author-
izes the Board to Issue an order deter-
mining the amount of the excezsIve
profits (subsection (c) (1), discussed in
§ 1606.620 and following) [RR 108.41

§ 1601-108.5 Statement to the con-
tractor or subcontractor. Whenever a
determination is made as to the amount
of excessive profits, whether by order or
by agreement, the Board or Its authorized
agency, at the request of the contractor
or subcontractor, will furnish a state-
ment setting out the determination of
excessive profits made in his case, the
facts used as a basis therefor, and the
reasons for such determination (subsec-
tion (c) (1), discussed in § 1605.520 and
following) (RR 108.5]

§ 1601.103-6 Eliminating exccssire
profits. When the amount of excessive
profits accumulated by a contractor has
been determined, either by agreement or
order, the War Contracts Board or Its
authorized agency shall eliminate such
excessive profits. In eliminating such
excessive profits there is allowed a credit
for Federal income and excez3 profits
taxes In accordance with cection 3806 of
the Internal Revenue Code (subsection
() (2) discussed In § 1604.440 and fol-
lowing) (RR 108.6]

§ 16011039 Dzlsgatfon and revzw.
[RIB 103]

r 1G01.109-1 Delegation. The War
Contracts Board may delegate in whola
or in part any of its powers, functions
or dutle3 to the Secretary of a Dapart-
ment and such Secretary may, in turn,
redelegate such powers, functions or
dutles to such oMcars or a encies of the
Unitcd States as he may deszgnate. He
may authorize successive redelegations
(cubsection (d) (4) discussed in § 1601.-
131-3). [RB 109.11

§ 1601.109-2 Pevicw bt the War Con-
tracts Bard. The deterination by any
parson or agency exercising the dele.ated
pow ers of the War Contracts Board may
be reviewed by the Board either upon its
own motion, or, in its discretdon, at the
request of the contractor or subsontrac-
tor. The Board's determination may be
les_ than, equal to, or greater than the
determination reviewed. Unts the War
Contracts Board upon Its own motion
Initiates a review of the prior determma-
tion within sixty days from the date of
such determination, or at the request of
the contractor or subcontractor made
within sixty days from the date of such
determination initiates a review of suza
determination within sixty days from the
date of such request, such determmation
become- the determination of the War
Contracts Beard (subsection (d) (5), dis-
cussed in §§1636.621 and 1606.625)
[R I9.2]

9 1601.110 Redetermination of execs-
sire profits by The Tax Court of the
United States. The Renegotiation 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 Secretary
of a Dapartment (under the Renegotia-
tion Act of 1942), may petition The Tax
Court of the United States for a redeter-
mination of such excessive profits.
Proceedings before the Tax Court are
de novo. The Court may find an amount
of excessive profits less than, equal to,
or greater than the amount found by the
Board. The petition for a redetermna-
tIon must be made to the Tax Court
within ninety days after the entry of the
order or the date of the enactment of
the Revenue Act of 1943 (February 25,
1944) whichever is the later (subsection
(e) discued In § 1606.630 and follow-
ing) [RB 110]

§ 1601.111 Applicability. ERR 111]

§ 1GO1.111-1 Appleability of the 1913
act in general. In general, the provi-
slons of the 1943 act apply to all fiscal
years ending after June 30, 1943. Prior
fiscal years are covered by the Renegotia-
tion Act of 1942 (section '701 d) of the
Revenue Act of 1943 set forth in full in
§ 1603.801-13. and §§ 1601,122-10 and
1601.122-11). [R 111.1]

§ 1601.111-2 ApplicabilityJ in speczal
cases. There are several exceptions to
the general rule set forth in § 1601.111-1.

(a) Provisions of the 1943 act made
retroactive:
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(1) Subsections (a) (4) (C) and (a)
(4) (D) relating to the adjustment of
excessive profits for any year on account
of the recomputation of the amortization
deduction (discussed in § 1603.383-2),

(2) Subsection (i) (3) which provides
for a fair cost allowance in the exempted
state for certain raw materials and agri-
cultural commodities in the case of in-
tegrated producers and which excludes
from renegotiation the profits realized
because of the increment in value of ex-
cess inventories of raw materials and
agricultural products acquired in the
exempted state (discussed in § § 1603.344-
3 and 1603.344-4)

(3) Subsection (i) (1) (C) which ex-
empts from renegotiation contracts or
subcontracts for certain -agricultural
commodities (discussed in § 1603.344-2)

(4) Subsection (4) (1) (D) which *ex-
empts c o n t r a c t s or subcontracts
with tax exempt charitable, religious or
educational organizations (discussed in
§ 1603.345)

(5) Subsection (i) (1) (F) which ex-
empts subcontracts under prime con-
tracts or other subcontracts exempted by
subsection (i) (1) (discussed in § 1603.-
347)

(6) Subsection (1) which provides a
short title (see § 1601.122-9)

(b) 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) and

(2) Subsection (e) (2) which provides
for the redetermination of excessive pro-
fits by the Tax Court in the case of
unilateral determinations by the Secre-
taries under the provisions of the Rene-
gotiation Act of 1942. ERR 111.2]

§ 1601.111-3 Termination of renego-
tiation. The 1943 act provides that
amounts received or accrued after De-
cember 31, 1944, will not be subject to
renegotiation unless the President finds
and proclaims before December 1, 1944,
that competitive conditions have not
been restored; in wich case renegotia-
tion would extend to amounts received
or accrued up to any date specified in
such proclamation which is not later
than June 30, 1945. The 1943 act also
provides that in case the President finds
and proclaims on or before June 30, 1945,
that competitive conditions have been
restored as of any date within 6 months
prior to such proclamation, renegotiation
will not apply to amounts received or
accrued after such termination of the
statute. A special provision is made in
the case of long term contracts which are
begun before and completed after the-
termination date (subsection (h) dis-
cussed in § 1603.371) ERR 111.3)

§ 1601.112 Applicable and related
statutes. ERR 112] 1

§ 1601.112-1 Renegotiation Act of
1943. The full text of the Renegotiation
Act of 1943 Is set forth in § 1608.801.
ERR 112.1]

§ 1601.112-2 Section 3806 of the In-
ternal Revenye Code. Section 380a of

the Internal Revenue Code, referred to
in subsection (a) (4) (D) and subsection
(c) (2) of the Renegotiation Act of 1943,
is set out in § 1608.802. *Under that sec-
tion the amount of Federal income and
excess profits taxes assessed with respect
to any excessive profits for a prior taxable
year is credited against the amount of
such profits in computing the amount
to be refunded by the contractor or other-
wise recovered. The effect of section
3806 of the Internal Revenue Code and
of the Current Tax Payment Act of 1943
is discussed in § 1604.440 and following.
ERR 112.2]

§ 1601.112-3 Title XIII of Second War
Powers Act. Under subsection (c) (5)
(B) the War Contracts Board is given
the powers of inspection and audit of an
agency designated by the President to
exercise powers under Title I of the
Second*War Powers Act, 1942. For con-
venience, Title XII is set forth in
§ 1608.803 of this chapter. The author-
ity to make such inspections and audits
is discussed in § 1606.601 and following.
[RR 112.3]-

§ 1601.112-4 Repricing of war con-
tracts. Title VIII of the Revenue Act of
1943 provides that in cases In which the
Secretary of a Department considers the
price of any article or service required by
his Department to be unreasonable or un-
fair he may fix by agreement, if possible,
a fair and reasonable.price therefor. If
no agreement can be reached, the Sec-
retary is authorized to fix, by order, a fait
and reasonable price for deliveries after
the date of such order and to prescribe
the pereoa during which such price shall
be effective and such other tbrms and
conditions as he deems appropriate.
Contractors 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 ap-
plies without exemption or restriction
until the end of the war. The statutory
provisions relating to repricing are set
forth in § 1608.804. ERR 112.4]

SUBPART B-PRELnNARY MATERIAL

§ 1601.120 Scope of subpart. Tins
subpart refers to the application and ar-
rangement of the Renegotiation Regu-
lations and the definitions used therein.
ERR 120]

§1601.121 Applicability of renegotia-
tion regulations. ERR 121)

§ 1601.121-1 Years to which appli-
cable. The Renegotiation Regulations
cover all renegotiation proceedings by
the War Contracts Board or under its
authority pursuant to the Renegotiation
Act of 1943. They are effective only with
respect to the fisgal years ending after
June 30, 1943. ERR 121.1)

§ 1601.121-2 Rescission of prior in-
structions. (a) These regulations super-
sede all outstanding instructions of the
War Contracts Board.

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

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

§ 1601.122 Definitions of terms. ERR
122]

§ 1601.122-1 Statutory definitions.
Various terms are defined in the 1043 act
including the following terms which are
defined in paragraph (a) sot forth in
§ 1608.801-1.

(a) "Department"
(b) "Secretary"
(c) "Renegotiate" and "renegotiation"
(d-1) "Excessive profits"
(d-2) "Profits derived from contracts

with the Departments and subcontracts"
(d-3) "Grozs renegotiation rebate" and

"net renegotiation rebate"
(e) "Subcontract"
(f) "Article"
(g) "Standard commercial article"
(h) "Fiscal year"
(i) "Received or accrued" and "paid or In-

curred"
ERR 121.1]

§ 1601.122-2 Chief of a service. The
term "Chief of a service" means the
Commanding General, Army Air Forces,
and the Chief of a Technical Sarvico of
the Army Service Forces. ERR 122.21

, § 1601.122-3 Contract. The term
"contract" is generally use1 to include a
subcontract, except where the distinction
between them is clear from the context,
ERR 122.3]

§ 1601.122-4 Contractor The term,
"contractor" is generally used to include
both a contractor and a subcontractor,
except where distinction between them Is
clear from the context. ERR 122.4]

§ 1601.122-5 Department. The term
"Department" means "Department" as
defined In subsection (a) of the Renego-
tiation Act of 1943 as follows:

(1) The term "Department" means the
War Department, the Navy Department, the
Treasury Department, the Mlarltimo Commis-
sion, the War Shipping Administration, De-
fense Plant Corporation, Metals Reserve Com-
pany, Defense Supplies Corporation, and
Rubber Reserve Company, rezpcctlvely.

ERR 122.5]
§ 1601.122-6 Departmental Board, The

term "Departmental Board" means, re-
spectively, the War Department Price
Adjustment Board, the Navy Price Ad-
justment Board, the Treasury Depart-
ment Price Adjustment Board, the Mari-
time Commission Price Adjustment
Board, the War Shipping Administra-
tion Price Adjustment Board, and the
RFC Price Adjustment Board establht:hed
by Defense Plant Corporation, Metals Re-
serve Company, Defense Supplies Cor-
poration and Rubber Reserve Company.
ERR 122.6]

§ 1601.122-7 Joint Board. The term
"Joint Board" means the Joint Prid' Ad-
justment Board established by the De-
partments under date of September 24,
1943, having jurisdiction of certain mat-
ters relating to the 1942 act. ERR 122.13

§ 1601.122-8 Mandatory financial
statement. The term "mandatory finan-
cial statement" means the statement re-
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qured by the regulations of the War Con-
tracts Board pursuant to subsection (c)
(5) (A) of the 1943 ac, (see § 1602.220
and following) ERR 122.8]

§ 1601.122-9 Renegotiation Act. The
term "Renegotiation Act" means the 1942
act and the 1943 act in view of subsection
(1) of the 1943 act and its retroactive
application (see § 1608.801-12) ERR
122.9]

§ 1601.122-10 Renegotiation Act of
1943, 1943 act. The terms "Renegotia-
tion Act of 1943" and "1943 act" mean
section 403 of the Sixth Supplemental
National Defense Appropriation Act,
1942, as amended by section 701 of the
Revenue Act of 1943 (Public 235, 73th
Congress, enacted February 25, 1944)
and expressed to be effective only with
respect to the fiscat years ending after
June 30, 1943 as provided in subsection
(d) of said section 701 of the Revenue
Act of 1943 (see § 1608.801) [ERR 122.10]

§ 1601.122-11 Ranegotiation Act of
1942, 1942 act. The terms "Renegotia-
tion Act of 1942" and "1942 act" mean
section 403 of the Sixth Supplemental
National Defense Appropriation Act, 1942
(Public, 528, 77th Congress, approved
April 28, 1942) as amended by section
801 of the Revenue Act of 1942 (Public,
753, 77th Congress, approved October 21,
1942) by section 1 of the Military Ap-
propnations'Act, 1944 (Public, 108, 78th
Congress, approved July 1, 1943) and by
Public, 149 (78th Congress, approved July
14, 1943) and as further amended by
section 701 (b) of the Revenue Act of
1943 (Public, 235, 78th Congress, enacted
February 25, 1944) to the extent that sec-
tion 701 (d) of the Revenue Act of 1943
makes the amendments made by section
701 (b) effective as if they had been a
part of section 403 of the Sixth Supple-
mental National Defense Appropriation
Act, 1942, on the date of its enactment,
April 28, 1942. ERR 122.11]

§ 1601.122-12 Renegotiable business,
renegotiable sales, and -non-renegoti-
able business. The terms "renegotiable
business" and "renegotiable sales" mean
the aggregate business of a contractor or
subcontractor under contracts with the
Departments and subcontracts which are
subject to statutory renegotiation. The
term "non-renegotiable business" means
any business of a contractor other than
"renegotiable business" ERR 122.12]

§ 1601.122-13 Secretary. The term
"Secretary" means the Secretary of a
Department and means "Secretary" as
defined in subsection (a) of the Renego-
tiation Act of 1943 as follows:

(2) In the case of the Maritime Commis-
sion, the term "Secretary" means the Chair-
man of such Commission, in the case of the
War Shipping Administration, the term "Sec-
retary" means the Administrator of such
-Administration, and in the case of Defense
Plant Corporation, Metals Reserve Company,
Defense Supplies Corporation, and Rubber
Reserve Company, the term "Secretary"
means the board cf directors of the appro-
priate corporation.

ERR 122.13]
'§1601.122-14 Section. The term

"Section" means a Price Adjustinent
No. 19-4

Section of the War Department, except
where a different meaning appears from
the context. ERR 122.14]

§ 1601.122-15 Service. The term
"Service" means the Army Air Forces
and the Technical Services of the Army
Service Forces. ERR 122.15]

§ 1601.122-16 Statutory renegotia-.
tion. The term "statutory renegotia-
tion" means renegotiation pursuant to
the 1943 act. [RR 122.1G]

§ 1601.122-17 War Contracts Board.
The term "War Contracts Board" means
the War Contracts Price Adjustment
Board established under the 1943 act.
ERR 122.17]

§ 1601.123 Arrangement of renego-
tiation regulations. ERR 123]

§ 1601.123-1 Organization. For con-
venience these regulations are divided
into chapters, each of which deals with
a specified topic. Each chapter Is di-
vided into several sections, each of w;hlch
contains a series of numbered para-
graphs dealing with the same subject.
ERR 123.1]

§ 1601.123-2 Numbering. The num-
bering of individual paragraphs Is not
consecutive, and Is designed to permit
additional paragraphs to be inserted
later within the appropriate chapter and
section. The number of a particular
paragraph shows the chapter and sec-
tion where it Is found and also whether
It is subordinate to a preceding para-
graph. The first digit of the number
indicates the chapter and the second
digit the section In which the paragrapa
is found. Thus, paragraphs In Chapter
I run from 100 to -99; those from 101
to 119 are under section 1, thoze from
120 to 129 are under section 2, etc.
Where the number of a paragraph ends
with a digit preceded by a decimal point
(as 123.2) this indicates that It Is part
of the general subject covered by the
basic paragraph (as 123) ERR 123.2]

§ 1601.123-3 Citations. Since the
number of any paragraph Indicates Its
place in these regulations, a paragraph
may be referred to by citing Its number
only, and It Is not nec'zziry to refer to
the chapter or section or page in these
regulations where It appears. These
regulations will be called the Renegott-
ation Regulations, which may be abbre-
viated as RR In referring to paragraphs;
thus this paragraph may be cited as R
123.3. ERR 123.3]

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

(b) All changes in these regulations
and all additions to them will be issued
in the form of additional or revised pages
for this document. These regulations in
loose-leaf form will be placed in the
hands of interested personnel in the De-
partments. New and revised pages will
be sent from time to time to the Depzrt-

-See note following tablo of contcnts of
chapter.

ments for distribution to holders of the
Renegotiation Regulations within tha
Departments. ERI 124]

§ 1601.125 Changesn interpretations.
The regulations and interpretations of
tht statute In this document reflect the
present judgment of the War Contracts
Board and are subject to such revision
as from time to time may appear desir-
able. [RR 125]

§ 1601.126 Federal Register. These
regulations are being published in the
FrmnAL Rmoxs=. Changes and ad-
ditions will be so published from time to
time as directed by the War Contracts
Board. [ER 126]

§ 1601.127 OffIcial concs. Official
copies of the statutes referred to herein
may be obtained from the Superinten-
dent of Documents, U. S. Government
Printing Office, Washington 25, D. C.
Off1lal copies of Executive orders cited
herein are sat out in the FED ,L R nis-
Tzn, which may also be procured from
the Superintendent of Documents.
[R 127]

§ 1601.128 Copes of renegotiation
regulations. The Renegotiation Regu-
lations, along with current supplements
embodying additions and amendmznts
thereto as published In the Fzz.A
RlsT-'n, are available in loose leaf form
for a subscription price of $2.00 from
the Superintendent of Documents, U. S.
Government Printing Office, Washing-
ton 25, D. C. ERR 123]
SUIPAr1T C-OrIM.3I ZATION' AM) FUNCTIONS

OF THE PnICE AIuJVSvi1ZT EO=S AIn
SECTIONS
§1601.130 Statutory authority. The

authority and discretion to administer
the Renegotiation Act of 1943 is con-
ferred upon the War Contracts Board
with power of delegation (see subsection
(d) of the 1943 act in § 1603.601-4)
[RR 130]

§ 1G01.131 War Contracts Price Ad-
Justment Board. ERR 131]

§1601131-1 Functions. The War
Contracts Price Adjustment Board has
authority to administer the Renegotia-
tion Act of 1943, including authority
over agreements, unilateral dztermina-
tions of excessive profits and exemptions.
The Board has 6 members, of whom 4
constitute a quorum, and the Board may
act by a majority of a quorum. ERR
131.1]

§ 1601.131-2 Seal. The seal of the
Board shall be judicially noticed. ERR
131.2]

§ 1601.131-3 Delegations. TheBoard
has power to delegate any of its authority
to the Secretary of a Department, who
may redelegate to such officers or agen-
cies of the United States as he may
designate, with right of redelegation.
There Is set forth below the organiza-
tion for renegotiation in the various De-
partments having renegotiation author-
Ity. Delegations by the War Contracts
Board to the Secretaries of the varous
Departments are set forthin § 1603.821-1.
ER 131.3]

§ 1601.131-4 Jurisdiction. The Board
may, by regulatfon, or otherwise deter-
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mine the character of cases to be con-
ducted initially by the Board itself, those
to be conducted by its officers or the of-
ficers utilized by it, and those to be con-
ducted by the various officers and agen-
cies to which the Board's powers have
been delegated. (Subsection (d) (5) of
the 1943 act, see § 1608.801-4.) Re-
negotiation will initially be conducted by
the Departments in all cases, except for
instances, if any, in which the Board may
determine otherwise. (See 4 1602.200
and following.) The powers, duties and
discretion of the Board to conduct re-
negotiation were delegated to the Secre-
taries of the Departments on February
26, 19 4 4. (See § 1608.821-1.) ERR
131.41

§ 1601.131-5 Review by the Board.
The Board may, in its discretion, either
upon its own motion or.at the request of
the contractor or subcontractor, review
any determination by order made by any
officer or agency to whiclf its powers have
been delegated. The Board's determina-
tion may be less than, equal to, or greater
than the determination reviewed. (Sub-
scc'don (d) (5) of the 1943 act, see
§ 1608.801-4 and also Part 1606, Subpart
B) ERR 131.5]

§ 1601.132 War Department organz-
zation. FRR 132]

§ 1601.132-1 Organization and func-
tions of War Department Price Adjust-
ment Board. The Renegotiation Divi-
sion has been established by the Com-
manding General, Army Service Forces,
as a Staff Division under the supervision
of the Director of Materiel. The War
Department Price Adjustment Board has
been organized within the Division. The
Chairman and members of the Board are
appointed by the Commanding General,
Army Services Forces, with the approval
of the Under Secretary of War. The
Chairman serves also as Director of the
Renegotiation Division. ERR 132.13

§ 1601.132-2 Organization and func-
tions of War Department Price Adjust-
ment Sections. There has been estab-
lished a Price Adjustment Section in each
of the Technical Services of the Army
Service Forces and in the Army Air
Forces. The Army Services Forces have
Sections in the Technical Services of
Chemical Warfare, Engineers, Ordnance,
Quartermaster, Signal Corps, Surgeon
General, and Transportation. With the
exception of the Price Adjustment Sec-
tion of Chemical Warfare, located in
Baltimore, the main Sections of the
Technical Services are located in Wash-
ington. Headquarters for renegotiation
in the Army Air Forces are shared by
Washington and Wright Field, Dayton,
Ohio. District Price Adjustment Sec-
tions have been established by the Tech-
meal Services and the Army Air Forces
at various procurement centers, and this-
decentralizatioha allows renegotiation to
be conducted close to the location of the
company involved. In the office of the
War Department Power Procurement
Officer, there has been established an
Utilities Price Adjustment'Section ERR
132.2]

§ 1601.133 Navy Department organi-
zation. ERR 1331

§ 1601.133-1 Navy Price Adjustment
Board. The Secretary of the- Navy has
established the Navy Price Adjustment
Board to conduct renegotiation under the.
supervision of the Chairman of the
Board. The Board has four divisions
located in Washington, New York, Chi-
cago and San Francisco, respectively.
ERR 133.11

§ 1601.133-2 Services and Sales Re-
negotiation Section. In the Office of the
General- Counsel, Navy Department,
there is established a Services and Sales
Renegotiation Section which specializes
in the renegotiation .of sales agents and
brokers. This section has its headquar-
ters in Washington and divisional offices
in Washington, New York, Chicago and
Los Angeles. ERR 133.21

§ 1601.134 Treasury Department Price
Adjustnent Board. The- Treasury De-
partment has established the Treasury
Department Price Adjustment Board i
the Procurement Division. The office
of the Board is located in Washington.
ERR 1341

§ 1601.135 Maritime CommzsszonPrce
Adjustment Board. The Maritime Com-
mission has established the Price Ad-
justment Board of the Maritime Com-
mission. The office of the Board is lo-
cated in Washington. ERR 135]

§ 1601.136 War Shppzng Admznistra-
tion Prhce Adjustment Board. The Ad-
ministrator of the War Shipping Admin-
istration created a Price Adjustment
Board within the War Shiping Admin-
is'ration and chargedthe Board with the
responsibility of conducting renegotia-
tions. The office of the Board has been
established in New York City, since this
location is in close proximity to the great
majority of the contractors of the War
Shipping Administration. ERR 1361

§ 1601.137 RFC Price Adjustment
Board. The boards of directors of De-
fense Plant Corporation, Metals Reserve
Company, Defense Supplies Corporation
and Rubber Reserve Company have es-
tablished the RFC Price Adjustment
Board. The office of this Board is lo-
cated in Washington, D. C. ERR 1371

§ 1601.138 Joint Price Adjustment
Board. The Joint Price Adjustment
Board has authority; delegated by the
Secretaries, to adopt statements of pur-
poses, principles, policies, and interpre-
tations, under the Renegotiation Act of
1942. The Joint Price Adjustment Board
has no authority with respect to renego-
tiation for fiscal years ending after June
30, 1943. ERR 1381

§ 1601.139 Addresses. Addresses of
the various Price Adjustment Boards
and Sections dealing with renegotiation
under the Renegotidtion Act of 1943 are
set forth in § 1607.791 and following.
ERR 1391

SUBPART D--RELATION OF RENEGOTIATION
ACT AND ROYALTY ADJUSTMENT ACT COX-
CERING PATENTS

§1601.140 Scope of subpart' This sub-
part deals briefly with the Royalty Ad-

3ustment Act (Public Law 768, 77th Con-
gress, approved October 31, 1942) 1RR
140]

§ 1601.141 Royalty Adjustment Act.
(a) Under Public Law 768, 77th Congress,
approved October 31, 1942, whenever an
inverition, patented or unpatented, is
manufactured or used for the United
States, with license from the owner, and
such license provides for the payment of
royalties at rates or amounts "believed
to be unreasonable or excessive by the
head of the Department or agency of the
Government which has ordered such
manufacture, use," etc., the head of the
Department concerned shall so notify
the licensor and licensee. Within a rea-
sonable time thereafter he shall "fL'f and
specify such rates or amounts of royal-
ties, if any, as he shall determine are fair
and just, taking into account the condi-
tions of wartime production" and shall
authorize the payment thereof by the
licensee to the licensor. Under the
statute the licensee must not thereafter
pay to the licensor or charge to the
United States a royalty in excess of that
specified in the order, and the ltcensor's
sole and exclusive remedy for royalties in
excess thereof is by suit in the Court of
Claims or in such district courts as have
concurrent jurisdiction.

(b) The statute farther provides that:
"Nothing herein contained shall be
deemed to preclude the applicability of
section 403 of Public L~w 528, 77t! Con-
gress (the Renegotiation Act of 1042), as
the same may be heretofore or hereafter
amended so far as the same may be
applicable." ERR 1411

§ 1601.142 Patent licenses stbject to
renegotiation. Patent licenses granted
to the United States and those granted to
Dapartmental contractors or subcon-
tractors are subject to renegotiation,
(See §§ 1603.334-3 ai'cl 1603.338-1.) IRR
142]

§ 1601.143 Allowance ol royalties as
costs. The allowance of royalties under
patent licenses as costs in renegotiation
and the effect given t9 determinations
under the Royalty Adjustment Act are
discussed in § 1603.388-1. RR 1431

PART 1602-ProCEDUnE roa RrNEGOTIATIOu
SUPATT A-ASS55 GN2E=TS ron nrElqcOTlATIoN

AND CANCELLATiONS

Sec.
1602201
1602.201-1
1602.201-2
1602.201-3

1602.201-4
1602.201-5
1602.201-6
1602.202
1602.202-1
,1602.202-2
1602202-3
1602.203

1602.203-1
1602.203-2

1602.203-3

1602.203-4
1602.204

In general.
Necesslty for asignment,
Effect of asignment.
Efect of assignments kshed on

behalf of the Joint Board.
Authority in azsi nment matters,
Control of azsignments.
Communications.
Basis of aslgnment.
In general.
Product clr.sification.
Brokers and agents.
Selection of contractors for as-

signment.
Contractors prevlouoly assIgned,
Contractors not previously as-

signed.
Identification of contractors not

previously assigned.
Reports as to brokers and ngsnts.
Form of assignments.
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Sec.
1602.205
1602.205-1
1602.205-2

1602.206
1602.206-1
1602.206-2
1602.206-3

1602.206-4

1C02.206-5
1602.206-6

Reassignment of cases.
When cases reassigned.
Transfer of information on re-

assignments.
Cancellation of assignment.
General.
Form for submission of request.
When not subject to act; evi-

dence required.
When no excessive profits; evi-

dence required.
Notification.
Reinstatement.

SUBPART 3-PREM=I3INARY Ia'ORMATION
REQUIRED OF CONTRACTORS

1602.220 Scope of subpart.
1602.221 Statutory provision.
1602.222 Filing of manatory financial

statement.
1602.222-1 Sufficiency of contents.
1602.222-2 Tlne for filing.
1602.222-3 Place for filing.
1602222-4 Availability of forms.
1602.222-5 Effect of filing mandatory finan-

cial statements.
1602.222-6 Filing of mandatory financial

statements by parent and sub-
sidiary corporations on a con-
solidated basis.

1602.223 Letter of preliminary inquiry.
1602.223-1 Unassigned contractors.
"1602.223-2 Assigned contractors.
1602223-3 Follow-up.
1602.224: Contractor's information and

work sheet for renegotiation.

suBPART c-PEPARATIoN For snsEOmrTIoN

1602.230 Scope of subpart.
1602.231 Negotiators.
1602231-1 Disqualification of negotiator.

SUBPART D-C ONDUCT OF RENEGOTIATION

1602240 Scope of subpart.
1602.241 Commencement of renegotiation.
1602.242 Data presented by contractor.
1602243 Process of renegotiation.

SUBPART E-CoIPL TION OF RENEGOTIATION

1602250 Scope of subpart.
1602251 Preparation of agreement.
1602.252 Preparation of statement to con-

tractor.
1602.253 Administration of agreements.
1602254 Progress reports.
1602255 Control of Cocuments.

SUBPART A-ASSIGNLIENTS FOR RENEGOTIA-
TION AID CANCELLATIONS

§ 1602.201 In general. [ERR 201]

§ 1602.201-1 Necessity for assignment.
No Department or Service will conduct
renegotiation proceedings with any con-
tractor or subcontractor unless and until
an assignment for that'purpose has been
issued on behalf of or 2s confirmed by the
War Contracts Board. This provision is
designed to promote orderly procedure
through avoidance of duplication of ac-
tivities as well as by assuring to the ex-
tent possible fhat renegotiation proceed-
ings are conducted by the appropriate
Department or Service. Notwithstand-
ing the foregoing, in the absence of spe-
cific action by way of disaffirmance by
the War Contracts Board, a renegotia-
tion proceeding, conducted by a Depart-
ment to which a general delegation of
authority has been issued by the War
Contracts Board, shall not be invalidated
by reason of the fact that an assignment
of the particular case had not been duly
or properly issued. Assignments issued
after the conclusion of a renegotiation
proceeding shall be of the same force

and effect as if issued at any time prior
thereto. ERR 201.13

§ 1602.201-2 Effcct of assignment.
The issuance of an assignment shall evi-
dence the atthority and duty of the De-
partment or Service to which the ass ign-
ment is issued to conduct statutory re-
negotiation with the contractor thereby
assigned on an qverall basis with respcct
to the aggregate of the amounts received
or accrued during the fiscal yzar to
which the assignments relates; Prorided,
however That upon request of the con-
tractor, pursuant to subsection (c) (1)
of the 1943 act, the Department or Serv-
ice to which the assignment is issued
may, in its discretion, agree to renego-
tiate with respect to amounts received or
accrued under one or more contracts or
subcontracts. [ERR 201.21

§ 1602.201-3 Ejcct of assignments is-
sed on behalf of the Joint Board. All
assignments for renegotiation heretofore
or hereafter issued in the name of the
Joint Price Adjustment Board, through
the Assignments and Statistics Branch of
the Renegotiation Division, A. S. F., are
hereby ratified, approved and confirmed
with the same force and effect as if they
had been originally issucd by the War
Contracts Board. [ER 201.3]

§ 1602.201-4 Authority in assignment
matters. The Assignments and Statistics
Branch. Renegotiation Division, A. S. F.,
has been authorized by the War Con-
tracts Board to act on Its behalf in the
issuance of assignments, reassignments,
and cancellations of asIgnments. The
Assignments and Statistics Branch will
discharge its functions subject to such
policies as may be establlshed'and direc-
tions given from time to time by the War
Contracts Board but no assignment, re-
assignment or cancellation of assign-
ment issued by the Assignments and Sta-
tistics Branch shall be'deemed unau-
thorized or invalid unless specifically re-
voked by action of the War Contracts
Board. The authority mentioned herein
as conferred upon the Assignments and
Statistics Branch is deemed to extend
not only to the permanent staff of -aid
Branch but also to perzons who may
from time to time be detailed by any
Departmental Board to work with the
staff of the Branch. ERR 201.4]

§ 1602.201-5 Control of assignments.
A system for the recording and control of
assignments will bo maintained by the
Assignments and Statistics Branch. It
will operate with relation to the number
of individual contractors assigned, each
company whether or not a subsidiary or
affiliate of another being represented by
a separate assignment and assignment
number. Joint ventures will be repre-
sented by a single assignment; ceparate
assignments will not be, Issued for the
individual members of a Joint venture
unless they hold, Independently of the
3oint venture, other contracts subject to
renegotiation. Statistical reports of the
final results of renegotlation will, how-
ever, be based on the number of com-
pleted agreements regardless of how
many assignments may be represented
thereby. As a part of the system estab-
lished for the recording and control of

aIsignments, the Departments and Serv-
Ices will use the forms appearing in
r§ 1607.705 and 1607.706. ERR 201.51

§ 1602.201-6 Communications. Com-
munications relating to administrtive
matters in connection with assignments,
reassignments and cancellation of as-
signments should be addressed to War
Contracts Price Adjustment Board, As-
slgnments and Statistics Branch, Room
3D 573, The Pentagon, Washington 25,
D.C. ERR 20L6]

§ 1602.202 Basis of assgnment. [R
2021

9 1602202-1 In general. Assignments
will ordinarily be made to the Depart-
ment or Service believed to have the pre-
dominant interest in the assigned con-
tractor's renegotiable business, but as-
sgnments will be made on the basis of
industry or product clkssification in
those cazes where It is believed that such
action will promote effimency of rene-
gotiation procedure. Assignments may
also be determined by the existence of
intercompany affiliations or transactions
and, in enceptional instances, by consid-
erations of geographic convenience. ER
201.1]

§ I02202-2 Pro ct classification.
The War Contracts Board recogniz s
that in many cases it is advantageous to
assign concerns winch produce the same
or similar products to the same Depart-
ment or Service. Assignments on the
basis of product clas ification are author-
Iz2d particularly with respect to concerns
producing products as to which one or
more of the Departments or Services
have the principal overall procurement
Interest or have acquired specializad ex-
p -ence in renegotiation. Departments
and Srvices should suggest reassign-
ment of contractors when, because of the
nature of their products, it appears that
efliclency of renegotiation procedure
would be promoted thereby. Such re-
assignments should be suggested not-
withstanding the fact that the pre-
dominant interest in the particular
contractor's business may lie with the
Dapartment or Service suggesting the
reassignment (see § 1602.205-1 and form
in 9 1607.703-3) ERR 202.21

§ 1602.202-3 BroT.rs and agents.
Brokers and agents subject to renegotia-
tion by virtue of subsection (a) (5) (B)
of the 1943 act and machine tool dealers
will ordinarily be assigned to the Servics
and Sales Renegotiation Section, Pro-
curement Legal Division, Office of the
Under Secretary of the Navy, with the
exception of those engaged n the sale of
textiles and foodstuffs, who will ordinar-
ly be assigned to the Price Adjustment
Section of The Quartermaster General.
[ER 202.33

§ 1602.203 Selection of contractors for
assignment. ERR 2031

§ 1602.203-1 Contractors prerzously
assigned. Generally contractors who
were assgned for 1942 fis.-al years have
been asAgned for 1943 fiscal years to the
same Dpartment or S rvce which held -

the 1942 assignment. Those ass-grments
'which were issued prior to the effective
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date of the 1943 act on behalf of the
Joint Board have been confirmed by the
War Contracts Board. Such assignments
are subject to reassignment on the basis
of industry or product classification or
because of substantial change in pre-
dominant interest. ERR 203.1]

§ 1602.203-2 Contractors not pre-
viously assigned. In order that unnec-
essary assignments may be avoided, in-
itial assignments will not ordinarily be
made without the prior receipt and con-
sideration by the Assignments and Sta-
tistics Branch on behalf of the War Con-
tracts Board of the information required
in the appropriate "Standard Form of
Contractor's Report" (see §§ 1602.222
and 1607.701) Exceptions to this rule
will be made at the request of any
Agency authorized to conduct renegotia-
tion upon an indication of urgency in
point of time, lack of necessity for pre-
liminary review, or other considerations
deemed appropriate. Unless the required
preliminary information is available
through mandatory filing or otherwise,
it will be obtained by the Assignments
and Statistics Branch on behalf of the
War Contracts Board by causing to be
sent to the contractor a "Letter of Pre-
liminary Inquiry" together with the ap-'
propriate "Standard Form of Contrac-
tor's Report" (see §§ 1602.222, 1607.701
and 1637.702-1) In the event that the
contractor fails to make satisfactory re-
sponse within a reasonable time to the
"Letter of Preliminary Inquiry," the case
may be assigned for renegotiation to the
D~apartment or Service believed appro-
priate. Should the information required
by the "Standard Form of Contractor's
Report" be received by the War Contracts
Board subsequent to the issuance of the
assignment, the assignment may be re-
assigned or cancelled if such action be
found by the War Contracts Board to be
appropriate; otherwise, the information
will be transmitted to the assignee De-
partment or Service. [RR 203.2]

§ 1602.203-3 Identification of contrac-
tors not previously assigned. The iden-
tification of contractors not previously
assigned will be accomplished principally
through their filing mandatory financial
statements in conformity with the re-
quirements of the first sentence of sub-
section (c) (5) (A) of the 1943 act (see
§ 1602.222) The War Contracts Board
may use other sources of information.
The Departments and Services may sug-
gest to the War Contracts Board, by
means of Form 101 (see § 1607.703-1)
names of contractors to be considered
for assignment at a time earlier than
that at which the mandatory" financial
statements may be received. Such sug-
gestions should be limited to cases as to
which there is substantial reason to be-
lieve that early institution of renegotia-
tion proceedingsls advisable or required.
ERR 203.3]

§ 1602.203-4 Reports as to brokers and
agents. Information comnng.to the at-
tention of a Department or Service indi-
cating that commissions or other com-
pensation may -have been or might be
paid or accrued to a broker or agent sub-
ject to renegotiation under subsection

(a) (5) (B) of the 1943 act or (a) (5) (ii)
of the 1942 act will be reported to the
Services and Sales Renegotiation Sec-
tion, Piocurement Legal Divison, Navy
Department, Washington 25, D. C., and
to the War Contracts Price Adjustment
Board, Assignments and Statistics
,Branch, Room 3D 573, The Pentagon,
Washington 25, D. C. (see § 1602.202-3)
ERR 203.4]

§ 1602.204 Form of assignments. As-
signments will be issued on Form 102
(shown in § 1607.703-2) or by endorse-
ments on Form 101 (see § 1607.703-1) or
by other written notification to the as-
signeeDepartment or Service. ERR 204]

§ 1602.205 ReasSignment of cases. ERR
205]

§ 1602.205-1 When cases reassigned.
The War Contracts Board will reassign
a case to another Department or Service
if it appears that efficiency of renegotia-
tion procedure will be promoted thereby.
Such reassignments may be based upon
inter-company affiliations or transac-
tions, substantial predominance of in-
terest or the principle of assignment by
product classification. Reassignments
may be suggested by the Departments,
Servic.es, or other Agencies. The use of
the form set forth at § 1607.703-3 is
recommended for this purpose, and all
requests for reassignment shall contain
a statement of the name and address of
the office at which the file for the fiscal
year under review may be obtained. Re-
assignments may also be initiated by the
War Contracts Board or by the Assign-
ments and Statistics Branch of its own
motion. 4 case will not be withdrawn
from any Department without that De-
partment's approval except by express
direction of the War Contracts Board,
nor will a reassignment become effective
if objection to such reassignment is fied
in writing by a Department with the As-
signments and Statistics Branch within
10 days following receipt of such reas-
signment unless such objection is over-
ruled by action of the War Contracts
Board. The Assignments and Statistics
Branch may withdraw an assignment
from a War Department Service, without
its approval. ERR 205.1]

§ 1602.205-2 Transfer of information
on reassignments. Upon notice that a
case has been reassigned, there will be
transmitted directly to the Department
or Service holding the reassignment all
information obtained from tht contrac-
tor relating to the fiscal period subject to
renegotiation. Upon request, the file will
be transmitted directly to the field or
section office to which the reassignment
is made. ERR 205.2]

§1602.206 Cancellation of assignment.
ERR 206]

§ 1602.206-1 General. (a) The War
Contracts Board will cancel the assign-
ment of any contractor on the ground
that the contractor is ndt subject to re-
negotiation or on the ground that it
clearly appears that the profits realized
by the contractor were not excessive or
when clearly appropriate -under circum-
stances disclosed. Ordinarily, assign-

ment will not be cancelled except upon
the recommendation or concurrence of
the Department or Service to which the
assignment was issued.

(b) Cancellations will not be issued
in doubtful cases or in the absence of
sufficient information in writing upon
which an intelligent determination can
be based. Representations of fact by
contractors, however, will be accepted at
full value in the absence of contradictory
evidence, and if not obviously subject to
question or doubt.

(c) Unless and until a cancellation is
issued by the War Contracts Board, the
assignee Department or Service is
charged with the responsibility of the
assignment. Accordingly, pending ac-
tion upon an application for cancella-
tion, the assignee Department or Service
should take any action which may be
necessary to preserve the Government's
rights against the contractor.

(d) Cancellation of assignment does
not constitute a formal clearance of a
contractor's responsibilities under the
act. If a contractor desires such a
clearance, renegotiation must be com-
pleted and a clearance Issued in the
manner hereinafter provided. tRR
206.1]

§ 1602.206-2 'Form for submission
of request. The Department or Service
submitting to the War Contracts Board
a request for cancellation will accompany
such reque t with a statement In sub-
stantlally the following form:

The information submitted herewith has
been obtained from the subject contractor.
It has been considered and it Is believed by
this office to be substantially representative
of the operati6ns of the contractor for the
fiscal period referred to. This office Is of the
opinion that "1 (excessive profits within the
sense of the Renegotiation Act and the prln-
ciples applicable thereto have not been real-
ized by the contractor during the said per-
iod) 1 (aggregate sales.by the contractor, and
by all persons under the control of or con-
trolling or under common control 'with the
contractor, under contracts with the DMpart-
ments (as defined in the Renegotiation Act)
and subcontracts thereunder, did not exceed
the statutory minimum).' (Other Reason:)
Cancellation of the assignment of the con-
tractor for renegotiation Is recommondel
and requested.

The Contractor's fiscal year ended ........

[RR 206.2]
§'1602.206-3 When not subject to act;

evidence required. When cancellation of
assignment is sought on the ground that
the aggregate sales of the contractor for'
the fiscal year did not exceed the statu-
tory minimum prescribed by subsection
(c) (6) of the 1943 act, the Department
or Service requesting the cancellation
may-

(a) Submit a statement to that effect
on its own responsibility, or

(b) Submit a statement by the con-
tractor in the form appearing In
§ 1607.704-1, or

(c) Submit a statement of the fact
that the contractor has not filed a man-
datory financial statement in conformity
with subsection (c) (5) (4) of the 1043
act, and a statement of the Department

"Insert applicable clause.
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or Service to the effect that the require-
mients of subsection (c) (5) (A) were
called to the attention of the contractor
preceding the application for the cancel-
lation. ERR 206.3]

§ 1602.206-4 When no excessive prof-
its; evidence required. When the can-
cellation of assignment is sought on the
ground that no excessive profits have
been realized on renegotiable business,
the minnmum information required for
consideration by the War Contracts
Board will ordinarily be that called for
by the "Standard Form of Contractor's
Report" (see § 1607.701-1) including sec-
tion B thereof. When necessary, infor-
mation will be required as to the proper
allocation of costs and expenses applica-
ble to renegotiable and other sales. ERR
206.4]

§ 1602.206-5 Notification. If the As-
signments and Statistics Branch, acting
for the War Contracts Board, finds that
the evidence submitted is sufficient,
notice of cancellation of the assignment
will be sent to the Department or Service
to which the case is assigned. If there Is
any difference of opinion concerning the
sufficiency of the evidence submitted in
connection with an application for can-
cellation, the matter shall be referred
to the War Contracts.Board for decision.
Use of the form set forth at § 1607.704-2
is authorized for the purpose of advising
the contractor of the cancellation of his
assignment. [R 206.5]

§ 1602.206-6 Reinstatement. Any
case, the assignment of which has been
cancelled, may be reinstated if at any
later time such action appears appro-
priate. Such reinstatement may be
made by the War Contracts Board on Its
own motion or at the suggestion of any
Department or Service. ERR 206.6]

SUBPART ;--ELn=.fl rY NORATION
REQUIRED OF CONTRIACTORS

§ 1602.220 Scope of. subpart. This
subpart deals with mandatory filing of
financial statements required of the con-
tractor and other preliminary informa-
tion. [RR 220]

§ 1602.221 Statutory provision. Sub-
section (c) (5) (A) of the 1943 act pro-
vides as follows:-

(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 detail as
the Board may by regulations prescribe, file
-with the Board on or before the firit 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 Rev-
enue Act of 1943, on or before the first day of
the fourth month following the month in
which such date of enactment falls) a finan-
cial statement setting forth such informa-
tion as the Board may by regulations pre-
scribe as necessary to carry out this section.
In addition to the statement required under
the preceding sentence, every such contractor
or subcontractor shall, at such time or times
and in such form and detail as the Board may
by regulations prescribe, furnish the Board
any information, records, or data which is de-
termined by the Board to be necessary to
carry out this section. Any person who will-
fully fails or refuses to furnish any state-
ment, information, records, or data required
of them under this subsection, or who know-

ingly furnilshmes any such statcment, informa-
tion, records, or data containing informatlon
which is false or mlceading in any nmtcrll
respect, shall, upon conviction thereof, ho
punished by a fine of not more than 010,CO
or imprisonment for not more than two
years, or both.

ERR 221]
§ 1602.222 Filing of mandatory finan-

ctal statement. In accordance with the
requirements of the first sentence of sub-
section (c) (5) (A) of the Renegotiation
Act of 1943:

(a) The "Standard Form of Con-
tractor's Report" (as set forth in
§ 1607.701-1) Is hereby prescribed as the
form of mandatory financial statement
generally required to be filed by contrac-
tors and subcontractors.

(b) The "Standard Form of Contrac-
tor's Report (For Construction Contrac-
tors, Architects and Engineers)" (as set
forth in § 1607.701-3) Is hereby pro-
scribed as the form of mandatory fi-
nancial statement required to be filed by
contractors and subcontractors princi-
pally engaged In the construction busi-
ness.

(c) The "Standard Form of Contrac-
tor's Report (For Agents, Brokers and
Sales Engineers)" (as set forth In
§ 1607.701-5) is hereby prescribed as the
mandatory form of financial statement
required to be filed by sales agents and

-others whose principal buslnem falls
within the definition of subcontracts Es
set forth in subsection (a) (5) (B) of the
1943 act.

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

Name and addres3 of contractor.
Names of companies, If any, under the

control of, or controlling, or under com-
mon control with the contractor.

Nature of principal businezo.
Date of expiration of fiscal year.
Balance Sheet, Pzofit and oss Statement

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

Declaration by the contractor that It will
furnish such further and additional
Information as may ba required by or
on behalf of the War Contract" Board.

Such statement shall be executed on
behalf of the contractor by his duly au-
thorized representative and shall con-
tain a certificate that the representa-
tions thereby submitted are true and cor-
rect to the best of his knowledge and
belief. ERR 222]

§ 1602.222-1 Suiciency of contents.
(a) Except as hereinafter stated, the
forms of "Standard Form of Contractor's
Report" are required to be-prepared in
duplicate in accordance with the instruc-
tions which relate to then respectively
and which appear in §§ 1607.701-2, 1607.-
701-4 and 1607.701-G. The Reports are
required to comprise all the Information
and exhibits specified by the forms and
the Instructions. However, if all the in-
formation called for by the appropriate
"Standard Form of Contractor's Report"

has been furnished by the contractor to
an Agency authorized to conduct rene-
gotiation proceedings under the 1943 act,
the contractor may complete the "Stand-
ard Form of Contractor's Report" by in-
corporating by reference the information
so furnished and making a specific state-
ment of the time and place of such fil-
ing. In such case, the fact that the in-
formation has been received will be cer-
tified to by the renegotiating Agency on
the copy of the "Standard Form of Con-
tractor's Report" which It will forward
to the War Contracts Board within sixty
days after the date of receipt of the Re-
port by such Agency. A "Standard Form
of Contractor's Report" so prepared and
filed wil be deemed to constitute a suffi-
cient compliance with the mandatory
filing requirements of this §§ 1692.222 to
1G02.222-6 in the absence of a notice of
InsufficIency sent to the contractor with-
in 60 days after the Report has been
filed.

(b) Where a Department to which a
contractor has been assigned for rene-
gotiation or the Assignments and Statis-
ties Branch determines that it is not fea-
dbfe for a contractor to furnish all of
the Information 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 containing 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 latest com-
pleted fiscal year and shall state In such
report that the information not con-
tained therein or such other information
as the Department or such Branch may
require, will be furnished within such
period as the Department or such Branch
may designate. In any such case the
filing of such a statement on or before the
date specified in the act and its accept-
ance by such Department or such Branch
shall constitute compliance by the con-
tractor with the provisions of subsection
(c) (5) (.A). [ERR 222.1]

§ 1602.222-2 Time for filing. The
mandatory financial statements hereby
prescrlbed shall be flied on or before the
first day of the fourth month following
the cloze of the £scal year of the contrac-
tor (or If such fiscal year had been closed
on February 25, 1944, on or before the
first day of June, 1944, whether or rot
any demand has been made by the War
Contracts Board or by any person on its
behalf. [R 222.2]

§ 1002.222-3 Place for filing. Except
as stated herein, the mandatory financial
statements hereby prescribed shall be
filed in duplicate with the War Contracts
Price Adjustment Board, Assignments
and Statistics Branch, Room 3D 573, The
Pentagon, Washington 25, D. C. Where
the contractor has received a 'Etter of
Preliminary Inquiry" (see § 1602.223) and
a "Standard Form of Contractor's Re-
port" from a renegotiating Agency, the
mandatory financial statements hereby
prescribed shall be filed in duplicate with
that Agency. The renegotiating Agency
will forward one copy to the War Con-
tracts Board within sixty days after re-
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ceipt of the Report by the Renegotiating
Agency. ERR 222.3]

§ 1602.222-4 Availability of forms.
Copies of the forms above mentioned may
be obtained upon request to the Assign-
ments and Statistics Branch or to any
of the Price Adjustment Boards or Sec-
tions of the several Departments au-
thorized to conduct renegotiation pro-
ceedings. ERR 222A]

§ 1602.222-5 Effect of filing manda-
tory financial statements. The filing of
a mandatory financial statement in ac-
cordance with the provisions -of this
§ 1602.222 will not relieve any contractor
or subcontractor of the duty to furmsh
such other information, records or data
which are determined by the War Con-
tracts Board or its representatives to be
necessary to carry out its responsibilities
under the act. [RR 222.5]

§ 1602.222-6 Filing of mandatory 11-
nanczal statements by parent and sub-
szdiary corporations on a consolidated
basis. Parent and subsidiary corpora-
tions which constitute an "affiliated
group" as defined in subsection (d) of
section 141 of the Internal Revenue Code
may satisfy the requirements for filing
of mandatory financial statements under
the first sentence of subsection (c) (5)
(A) of the Renegotiation Act of 1943 by
filing a "Standard Form of Contractor's
Report" on a consolidated basis. When
such a consolidated "Standard Form of
Contractor's Report" is filed there shall
also be fied a "Standard Form of Con-
tractor's Report" for each subsidiary
corporation7 (except as noted below) but
any such subsidiary corporation report
may be completed by writing thereon a
statement that a consolidated report has
been filed by the parent company.
Where any such subsidiary corporation
has not received or accrued during the
applicable period any amount whatever
under renegotiable contracts with the
Departments and subcontracts (i. e., con-
tracts or subcontracts not exempt from
renegotiation by contractual provision
lursuant to subsection (i) or contracts
or subcontracts which are not exempted
.under subsection (i) of the Renegotia-
tion Act of 1943) no report need be filed
by it. ERR 222.6)

§ 1602.223 Letter of preliminary in-
quzry. ERR 223]

§,1602.223-1 Unassigned contractors.
The War Contracts Board, through the
Assignments and Statistics Branch, may
send to contractors and subcontractors
who are identified by it as probably sub-
ject to renegotiation proceedings (except
those who have been previously assigned)
a "Letter of Preliminary Inquiry" (see
§§ 1607.702-1 and 1607.702-3) Since the
form appearing at § 1607.702-1 allows a
period of thirty days for answering, it
will not be used within 30 days of the
time for filing prescribed by the 1943 act.
The "Letter of Prelimnarlr Inquiry," sent
by the Assignments and Statistics
Branch, will be to determine whether or
not the contractor should be assigned for
renegotiation and to what Department
or Service, if any, such assignment should
be made. The filing of the "Standard

Form of Contractor's Report" will con-
stitute compliance with the requirement
for mandatory filing under § 1602.222, If
filed within the time prescribed by the
1943 act. ERR 223.1] °

§ 1602.223-2 Assigned contractors.
The Departments and Services may send
to contractors who have been assigned
to them for 1943 renegotiation the "Let-
ter of Preliminary Inquiry" (see § 1607.-
702-2) and the appropriate Standard
Form of Contractor's Report. In such
cases, the filing' of the Standard. Form
of Contractor's Report will constitute
compliance 'with the requirements of
mandatory filing under § 1602.222 if filed
within the time prescribed by the 1943
act, and, with respect to assigned cases,
will enable a determination to be made
as to whether further renegotiation pro-
ceedings will be necessary. ERR 223.21

§ 1602.223-3 Follow-up. The form
appearing at § 1607.702-4 will be used
with respect to contractors who have not
made response to a "Letter of Prelimi-
nary Inquiry" within the time prescribed
for filing under subsection c) (5) (A)
of the 1943 act. Such follow-up letters
will be sent by the office which sent the
"Letter of Preliminary Inquiry" with ap-
propriate variation in signature. ERR
223.3]

§ 1602.224 Contractor's mformation
and work sheet for renegotiation. The
,War Contracts Board, through the De-
partment or Service to which any con-
tractor or subcontractor is assigned, may
send to such contractor or subcontractor
a form designed to assist him in prepar-
ihg informatign when it is contemplated
that formal renegotiation- proceedings
will be carned to conclusion (see § 1602.-
242) The form prepared for the use of
supply contractors is the "Contractor's
Information and Work Sheet for Rene-
gotiation" (see § 1607.722) and that for
construction contractors, architects and
engineers is the "Construction Contrac-
tors, Architects, and Engineers Informa-
tion and Work Sheet for Renegotiation"
(see § 1607.724) ERR 224]

SU3PAPT C--PRmPARATION FOR RENEGOTIA-
TION

§ 1602.230 Scope of subp'art. This
subpart contains instructions relating to
preparation f o r renegotiation. ERR
230]

§ 1602.231 Negotiators. ERR 231]

§ 1602.231-1 Disqualiftcation of ne-
gotiator Renegotiation will not be car-
ned on by a negotiator on behalf of the
Government, who is, or within the pre-
ceding five years has been, an officer, di-
rector, partner, employee or in control
of the contractor being renegotiated. A
member of a price adjustment board who
is, or within the preceding five years has
been, an officer, director, partner, em-
ployee or in control of the contractor be-
ing renegotiated, will not sit as a mem-
ber of such board while it is passing on
the case of such contractor. Each ne-
gotiator, or member of a price adjust-
ment board, will determine wh'ether
these provisions bar him from acting in
a case. Other circumstances may exist

I

which would make it inadvisable for a
negotiator or member of a price adjust-
ment board to act in a case and such
situations cah best be determined by the
negotiator or member Involved. Ac-
cordingly, a negotiator or member of a
price adjustment board has the respon-
sibility of determining whether he should
refrain from acting in a particular ease
under the circumstances. ERR 231 11

SUBPART D-CONDtCT Or nENEcOTIATION
§ 1602.240 Scope of subpart. This

subpart includes instructions on the con-
duct of renegotiation. ERR 240]

§ 1602.241 Commencement of rene-
gotiation. Renegotiation procedings
are commenced by the mailing, by rego-
istered mail, of reasonable notice of the
time and place of a conference to be
Held with respect to the renegotiation.
(See § 1608.801-3.) A form which may
be used for such purpose Is set forth in
§ 1607.721. Such notice shall be given
in all cases of renegotiations with rcpect
to fiscal years ending after June 30, 1043,
and in the absence of unusual circum-
stances such notice shall be given prior
to the time a conference is held for the
purpose of discussing the refund. In
any case where a conference is unnec s.-
sary by reason of the progress which has
been made in renegotiation prior to the
sending out of the formal notice, the
notice should be sent, but the confer-
ence can be waived by agreement with
the contractor. [RR 241]

§ 1602.242 Data presented by contrac-
tor The contractor should be prepared
to present all the factual data pertinent
to the consideration of his case. In this
connection, reference is made to the in-
formation required in the mandatory
financial statement ( 1692-220 and
,following) and to other chapters hereof.
Suitable forms, desigifated to help con-
tractors In assembling data of signlfi-
cance in renegotiation, are set out at
§§ 1607.722 and 1607.724. These forms
are not mandatory, but indicate the type
of information required of a contractor
to supplement what he supplied on the
mandatory financial statement (see
§ 1607.701) Manufacturers and stpply
contractors should use the "Contrac-
tor's Information and, Work Sheet for
Renegotiation" '(see § 1607.722), a n d
construction contractors, architects and
engineers should use the "Construction
Contractors, Architects, and Engineers
Information and Work Sheet for Re-
negotiation" (see § 1607.724) (See also
§ 1602.224.) ERR 242]

§ 1602.243 Process of renegotiation.
The general principles applicable to the
conduct of renegotiation and the process
of arriving at a renegotiation determi-
nation are discussed in § 1604,402-3.
ERR 243]
SUBPART E-COMPLETION OF RENEGOTIATION

§ 1602.250 Scope of subpart. This
subpart refers to the steps taken upon
the completion of a renegotiation result-
Ing in a voluntary agreement, to the ad-
ministration of agreements and unilat-
eral determfnations, and to progress re-
ports. ERR 250]
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§ 1602 251 Preparation of agreement.
When a tentative settlement has been
agreed upon, the Department conducting
the renegotiation will promptly prepare
a form of agreement (see Subpart A of
Part 1605) [ERR 251]

§ 1602.252 Preparation of statement
to contractor Subpart B of Part 1605
deals with the furnishing of a statement
to the contractor. ERR 252]

§ 1602.253 Admmistration of agree-
ments. Administration of voluntary
agreements or of unilateral determina-
tions by the Department to which the
contractor was assigned for renegotia-
tion is referred to in § 1605.509. ERR
253]

§ 1602.254 Progress reports. (a) The
organization designated as the assign-
ments and Statistics Branch of the War
Department Price Adjustment Board will
be regarded by the War Contracts Board
as the official source of information as
to the Government's over-all progress of
renegotiation. This Branch will in effect
actually serve the War Contracts Board
although constituted in the Renegotia-
tion Division, Army Service Forces. [ERR
254]

(b) The several Departmental Boards
and Services will prepare and furnish
to the Assignments and Statistics Branch
as at the close of business each Friday
the appropriate Weekly Progress Report
(Form SPRA-O in the case of Depart-
ments, see § 1607.751-1 and 1607.751-2,
and Form SPRA I n the case of Services,
see §§ 1607.751-3 and 1607.751-4) On
the basis of the information supplied in
the Weekly Progress Reports of the sev-
eral Departments, the Assignments and
Statistics Branch will prepare bi-weekly
Status of Renegotiation Reports (Form
SPRA I-BB) and Operations Reports
(Form SPRA I-CC) and will furnish the
same to the War Contracts Board and
the Departmental Boards (see §§ 1607.-
751-6 and 1607.751-8) On the basis of
the information supplied in the Weekly
Progress Reports of the Services, the
Assignments and Statistics Branch will
prepare bi-weekly Status of Renegotia-
tion Reports (Form SPRA I-B, set forth
in § 1607.751-5) and Operations Reports
(Form SPRA I-C, set forth in § 1607.-
751-7)

(c) The several Departmental Boards
will prepare and furnish to the Assign-
ments and Statistics Branch a Depart-
mental Report of Recoveries Effected by
Statutory Renegotiation (Form WCP-
AB-4, see § 1607.751-9) signed by a mem-
ber of the Departmental Board submit-
ting the Report. Such Report will be
furnished at the times required in the
relevant instructions (see § 1607.705-10)
[ERR 254]

§ 1602.255 Control of documents. (a)
Renegotiation agreements, r ep o r t s
of renegotiation, records, files, corre-
spondence, memoranda and all other
documents containing financial and
business information pertaining to re-
negotiation with specific contractors are
the property of the Government of the
United States.

(b) Such documents are not to be dis-
tributed, nor their contents revealed, to
any person having no legitimate right
thereto.

(c) Upon transfer or separation from
employment In renegotiation, or any
other employment in which pozsezslon or
custody of such documents is authorized,
all personnel will return such documents
to a responsible official. ERR 255]
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Types of clasification for gen.

eral segregatlon.

153.322-5 Applcablebaosiforpercentage of
allocation.

1C603322-6 U:za of reports to Gavcrnmant
1603323 S_-_,Teatton wi1th respe ct to con-

tracts with RFC Eubzidlarlea.
1603221 Segregatlon and ex cl ion of ex-

empt contracts.

c1ss'=e C-cONT-ACTS AND SUsco-Tzl.o rS
V.== nr mm SCOS 02 T=E 1943 ACT

1C0333 Scope of subpart.
103231 General coverage of 1943 act.
1633I-1 Statutory provion.
1603231-2 Contractso without renegotirion

clauses.

163.31-3 Exemptions and exclusions.
1603231-4 Interpretation.
153232 Contracts wlt4 the departments.
163232-1 General.
1603232-2 Treasury procurement schedule

of supplies.
16,3332-3 L nd-lea e contract.
163232-4 Cort-plu_-fixed-fee contracts.
16032-5 Management fee contracts.
163332-6 Army post exchange and A-my

Exchange Service contracts.
10=332-7 Navy ship's servce sto-es con-

tracts.

1C03232-8 Panama Canal contracts.
16,3.332-9 Penama Railroad Company con-

tracts.
1603.32-10 Contracts Involving named de-

partmnat and departments or
agencle3 other than named de-
partments.

16233 Ganeral interpretation of sub-
contracts.

160333-1 Statutory definitions.
2103.2,3-2 Interpretation of definitfon.
1613.33-3 When machine:y, equipment or

materials "used in procezing"
1603233-4 General effect of Interpretation.
1603.333-5 Allocation of rales.
1603234 Specific Interpretations of "sub-

contract"
1603234-i Standard commercial articles.
1603234-2 OPA price ceilings.
16J2334-3 Patent llcens as subcontracts.
1603234-4 Subeontracta for oMice supplies.
163.335 Contracts and subcontacts. in-

volving real property.
1C13235-1 Contracts and subcontracts for

existing real property.
163.335-2 Agreement3 -for fixturez, con-

structlon and Improvements
on real property.

16,032. BroL-ars, manufacturers agent.
and deal ro; subcontracts.

WU'VAI D--=&eVr.gsTy =IMM SID I=-

1603240 Scope of subpart.
163211 The mandatory exemptonz.
1603242 Authority to interpret.
16032 2-1 Statutory provision.
1603.342-2 Scope of authority.
1603-3 Contracts and subeontracts with

other governmental agencies.
16032I4,-1 Statutory exemption.
1603243-2 Interpretation and application

of exemption.
1603244 Contracts and subcontracts for

certain raw materials and ag-
rlcultural commodltles.

1603344- Itaw materials
1603244-2 Agricultural commoditles.
163.344-3 Cost allowance for raw materl-

a1s and agicultural commodl-
ties in the cazs of Integrated
producers.

16032.44-4 Profits from increment In value
of exc=s3 inventories.

1603.3t--5 Packaging materials and con-
taincrs.

1603,345 Contracts or subcontracts with.
tax-exempt charitable, reIl-
glous and educational institu-
tions.
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See.
1603.345-1 Statutory exemption.
1603.345-2 Internal Revenue Code.
1603246 Construction contracts awarded

as a result of competitive
bidding.

1603.346-1 Statutory exemption.
1603.346-2 Interpretation and application

of exemption.
1603.347 Subcontrncts under exempt con-

tracts and subcontracts.
1603.347-1 Statutory exemption.
1603247-2 Interpretation and application

of exemption.
1603.348 Annual receipts lnder statutory

minimum.
1603.33-1 Statutory provision.
1603.348-2 Computation of aggregate re-

ceipts and accruals.
1603.348-3 No reduction by refund, below

exemption.
1603.348-4 Tests of "control"
1603.348-5 Subcontracts under contracts .

exempt -under the statutory
minimum.

SUBPART E-PEaRISSIVE EXEMPTIONS FROsr
SENEGOTIART

1603250 Scope of subpart.
1603.351 Contracts and subcontracts to

be performed outside of the
United States.

1603.351-1 Statutory authority.
1603.351-2 Exemption.
1603252 Contracts and subcontracts

where profits determinable
when price established.

1603.352-1 Statutory authority.
1603.352-2 Exemptions..
1603.353 When contract provisions ude-

quate to prevent excessive
profits.

1603.253-1 Statutory authority.
1603.353-2 Requests for exemption.
1603.354 Contracts and subcontracts for

standard commercial articles.
1603.354-1 Statutory authority.
1603.354-2 Interpretation and applcatloiL
1603.355 Contracts ands ubcontracts when

effective competition Is likely
to exist.

1603.355-1 Statutory authority.
1603255-2 General interpretation of ex-

emption.
1603.355-3 Application of exemption-to con-

struction contracts and sub-
contracts entered into subse-
quent to June 30, 19,43 and
before January 1, 1944.

1603.355-4 Application of exemption to con-
struction contracts and sub-
contracts entered into subse-
quent to December 31, 1943.

1603256 Subcontracts as to which it Is
not administratively feasible
to determine and segregate
profits.

1603.356-1 Statutory authority.
1603.356-2 Exemption.
1603.356-3 Cross reference.
1603.357 Delegation of authority to make

I permissive exemptions.
1603.358 Requests for exemption.

SUBPART r-LIrATIONs ON CO MIaz EcEN'T

AND COMPLETION.Or RENEGOTIATION

1603.360 Scope of subpart.
1603.361 Statutory provision.
1603262 Commencement of renegotiation

proceedings.
1603.363 Completion of renegotiation pro-

ceedings.

SUBPART 0--===-ss ATION OF MNEGOTIATIOT

1603.370 Scope of subpart.
1603271 Statutory provision.
1603.372 Termination date of Renegotia-

tion Act specified as June 80,
1945.

SUBPART H--COSTS ALLOCABLE AND ALLOWABLE

AGAINST 7 O'TrA5 , BusE s

Sec.
1603.380 Scope of subpart.
1603.381 Statutory provisions and general

regulations.
1603281-1 Determination of costs.
1603.381-2 "Recomputation" of amortiza-

tion deduction prior to rene-
gotation-ca--o v era and
carry-bacs.

1603.381-3 Renegotiation rebate where "re-
computation" of amortization
deduction follows Tenegotia-
tion.

1603.381-4 Profit, cost allocation and allow-
ance; general.

1603.381-5 Costs allocable to uncompleted
portions of terminated con-
tracts and subcontracts.

1603.382 Salaries, wages and othercom-
pensation.

1603.382-1 Allocation.
1603.382-2 Allowances.
1603282-3 Wage and salary stabilization.
1603282-4 Application of stabilization or-

ders in renegotiation.
1603282-5 Brokers' commissions.
1603282-6 Pension, annuity, stock bonus

and profit sharing plans.
1603283 Amortization and depreciation.
1603.383-1 Allocation.
1603283-2 Accelerated amortization and re-

negotiation rebate.
1603283-3 Depreciation.
1603.384 Conversion to war production.
1603.385 Losses.
1603.385-1 Costs or losses on non-war ven-

- tures.
1603.385-2 War losses.
1603.285-3 Losses from prior or subsequent

years.
1603.385-4 Losses from sale or exchange of

facilities used in performing
renegotiable contracts or sub-
contracts.

1603286 Interest.
1603.386-1 Allocation.
1603.386-2 Allowance.
1603.387 Advertising expenses.
1603.387-1 Allocation.
1603.387-2 Allowance.
1603.388 Other costs, expenses and re-

serves.
1603.388-1 Patent royalties.
1603288-2 Corporate charitable contribu-

tions.
1603.288-3 Cost allowance in connection

'with raw materials.
-1603.389 State income taxes.
1603.389-1 In general
1603.389-2 Adjustment for State tax im-

posed at a "flat rate"
'1603.389-3 Adjustment for graduated State

tax.
1603289-4 M ultiple State income taxes.
1603.389-4 State income tax measured by

income for preceding year.
1603289-6 Adjustment for State income tax

of contractor operating as a
partnership or sole proprietor-
ship.

SUBPART A-IISCAL YEAR BASIS FOR
RENEGOTIATION AND EXCEPTIONS

§ 1603.301 Fiscal year lbaszs for rene-
gotiation. ERR 301]

§ 1603.301-1 Btatutory promszons.
Subsection (c) (1) of the Renegotiation

.Act of 1943 provides in part:

The Board shall exercise its powers 'with
respect to the aggregate of the amounts re-
ceived or accrued during the fiscal year (or
such other period as may be fixed by mutual
agreement) by a contractor or subcontractor
under contracts with the Departments and
subcontracts, and not separately with respect

to amounts received or accrued under gepa-
rate contracts with the Departments or sub-
contracts, except that the Board may exercise
such powers separately with respect to
-amounts received or accrued by tho contrac-
tor or subcontractor under any one or more
separate contracts with the Departments or
subcontracts at the request of the contractor
or subcontractor.

ERR 301.1]

§ 1603.^01-2 Use ol fiscal year ba.1s;
in general. (a) This provision rcqulres
the War Contracts Board to renegotlate
on a fiscal year basis (or such other pe-
rlod as may be fixed by mutual. agree-
ment) It also requires that renegotia-
tion be conducted upon an over-all basis
unless the contractor or subcontractor
requests, and the War, Contracts Board
agrees, that such renegotiation be con-
ducted with respect to his contracts and
subcontracts separately or as two or more
groups.

(b) Generally, renegotiation will be
conducted on the basis of the amounts
Teceived or accrued by a contractor from
bis renegotiable contracts and subcon-
tracts for a past fiscal year. 'Under this
method excessive profits are determined
by examinmg the contractor's financial
position hnd the profits from such con-
tracts and subcontracts taken as a whole
for a particular fiscal year rather than by
separate analysis of each cobtract or ,sub-
contract. This avoids problems of allo-
cation of costs and profits, as between
each contract and subcontract, allows the
contractor to offset the results of one
contract against another and simpliles
admimstration. ERR 301.2]

§ 1603.301-3 Rcnegotiation on a com-
Vieted contract fiscal year *baqs; con-
struction contracts. (a) Contractors
having construction contracts or subcon-
tracts may have used a completed con-
tract method of accounting for Federal
income tax purposes with respect to some
or all of such contracts or subcontracts.
With respect to the contracts and sub-
contracts for which the completed con-
tract method of accounting was used,
such method of accounting .will be fol-
lowed for all purposes of the Renegotia-
tion Act anA the regulations and Inter-
pretations promulgated thereunder. In
the case of any contract or subcontract
for wnch the completed contract meth-
od of accounting is followed, all amounts
received or accrued thereunder and all,
costs paid or incurred with respect there-
to will be treated as having been received
or accrued or paid or incurred within the
fiscal year In which the contract or sub-
contract was completed.

(b) A contractor who has used the.
completed contract method of account-
ing for Federal income tax purposes with
respect to some of his construction con-
tracts and subcontracts and who desires
the use of such method with respect to
his other construction contracts and sub-
contracts, or a contractor who has not
used such method of accounting for Fed-
eral income tax purposes with respect to
any of ns contracts or subcontracts, may,
nevertheless, request that the completed
contract method of accounting be used
for the purposes of renegotiation with
respect to all of his construction con-
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tracts and subcontracts completed or
terminated within the fiscal year. If
such iequest is approved by the Depart-
ment to which the contractor has been
assigned, the contractor will be deemed
to have adopted the completed contract
method of accounting with respect to
such contracts and subcontracts, for the
purposes of renegotiation. The form to
be used in masing such a request is set
forth in § 1607.723. The Department
concerned will not approve such request
unless (1) it antpears that the effect of
granting such a request would not be in-
consistent with the general purposes of
the act, (2) the contractor agrees to all
the terms and conditions stated in
§ 1607.723, and (3) the request relates
to all construction contracts and. sub-
contracts completed or terminated with-
in the fiscal year being renegotiated. If
such request is approved, the Renegoti-
ation Act, and the regulations and inter-
pretations promulgated thereunder other
than those dealing with the allowance
of tax credits, will be applied in all re-
spects to such construction contracts and
subcontracts and the profits derived
therefrom as though, with respect to
them, the contractor had used the com-
pleted contract basis of accounting in
keeping his books and in making his Fed-
eral income tax return. The $500,000
fiscal-year exemption provided in sub-
section (c) (6) of the Renegotiation Act,
the interpretation relating to the $500,-
000 "floor" as set forth in § 1603.348-3,
as well as all other provisions of the 1943
act, will be applied in like manner. The
contracts or subcontracts renegotiated
on the completed contract basis are sub-
ject to such separate treatment as may
be required because of the different types
of contracts involved (such as fixed-
price, cost-plus-fixed fee, price-minus
contracts, contracts subject to contrac-
tual or statutory fixed profit limitations
and contracts providing for redeterm-
nation or revision of the contract price
during the life of the contracts) In
this connection, attention is directed to
§§ 1603.306 and 1603.307.

(e) If the completed contract method
of accounting is used for the purposes of
renegotiation for any fiscal year, and if
a different method of accounting was
used for the purposes of renegotiation
for a prior fiscal year, the provisions of
§ 1603.302 will be considered, and any
amounts received or accrued and any
costs paid or incurred which were In-
eluded in such previous renegotiation will
be excluded from consideration. The
authority conferred by this § 1603.301-3
upon the Department to which a con-
tractor has been assigned for renego-
tiation to approve a request that the
completed contract method of account-
ing be used for the purposes of renego-
tiation is not limited by the provisions
of § 1603.301-4. ER 301.3]

§ 1603301-4 Renegotiation of com-
pleted or term ated contracts on a com-
pleted contract basts where a contractor
is out of war business. Completed con-
tract renegotiation under the principles
set forth in §§ 1603.301-3 and 1603.301-6
may also be granted upon the request of
a contractor or subcontractor although
certain -amounts received or accrued

No. 9- 5

under one or more of the contracts or
subeontracts involved have becn in-
cluded in renegotiation for a pror flzeal
year: Provided, That any amounts re-
ceived or accrued and costs paid or in-
curred which have been included in any
previous renegotiations shall bo ecxlu1ed
from consideration in the compkted con-
tract renegotiation. No such request
shall be granted, however, unlc:s a)
only a limited number of contracts and
subcontracts are involved, tbl all cuch
contracts and subcontracts have been
completed or terminated at the time re-
negotiation tae-s place, and (c# the con-
tractor or subcontractor then holds no
additional contracts or subcontract, sub-
.iect to renegotiation. If more than five
contracts or subcontracts are involved
In such a case, expre.s approval of the
War Contracts Board muzt b2 obtained
before granting the contractor's request.
In all such cases the final agreement
must contain appropriate provision for
the protection of the interest of the Gov-
ernment in the cvent the contractor
enters into contracts or subeontracts for
additional renegotiable busmezs at some
subsequent time during the latest flscal
period of the contractor with wich the
completed contract renegotiation is con-
cerned. [ERR 301.41

§ 1603.301-5 Asecrtafnment of date of
completion oj contracts. For the pur-
poses of § 1603.301 a contract shall ba
regarded as having been completed when
the performance by the contractor there-
under has been completed unless there
are exceptional circumstanccs or con-
tractual provisions which jutify or re-
quire the application of a different prin-
ciple in a particular case. [ERR 301.51

§ 1603.301-6 Contracts to be includcd
2n a completec contract renegotiation.
Subject to the provisions of § 1C03.301-3
(b) with respect to separate treatment
of different types of contracts, contracts
and subcontracts to be renegotiated on a
completed contract basis will be renego-
tiated asla group when completed with-
in a given fiscal year, but contracts com-
pleted in one fiscal year may not be
grouped with contracts completed in a
different fiscal year. In the event that
contracts to be renegotiated on a com-
pleted contract basis are uncomplet.d
at the termination date of the 1043 act,
the Department to which the contractor
is assigned for renegotlation will, be
guided by the provisions of u 160332 as
well as by the principles of subsection
(h) of the 1943 act Osee § 1G03.370 and
following) [ER 301.6]

§ 1603.301-7 RcnicJottato, of related
contracts. Contracts and subcontracts
under which architectural, engincering
or management sErviccs or any combina-
tion-thereof are rendered and which are
related to a contract or subcontract
which Is renegotiable on a completed
contract basis under the rcgulations in
this part may a zo be renegotiated on a
completed contract basis. [ERR O01.71

§1603.302 Differing accoun~tinig
methods. Should there b3 employcd a
method of computing profit in a rene-
gotiation for any fIcal year which Is
different from that employed In reneo-

tiation for the fiscal year immerdiateiy
prz:eding, the Department condunn;
the rncgotiatlon must mal:e acaauzte
pro'sion In the areement or othsr-at_-
to that rneZotiable buzinzzz T70 not ez-
cape ren.gotiation bazuz- of the
change. The mtere-t of th3 G Paerniment
in conztion with the year which i. the
subecat of renegotiation and for future
yearz mus also be protcated and gener-
ally no it,m of cozt which h7s bzeen
allowed in a previous renegoiatzon
thould be allowcd in any subzaeumt r3-
negotiation. lieze principles a ply to
rnegotiation conducted with re:seet to
a fiscal year, to a psrod other than a
fLcalP year or on a contract-by-contraet
basis. Undcr ordinat-y circumstances a
contractor will be rzerotiated on the
azme bzcls as that used for the determi-

nation of his income for Federal income
ta% purpoze and, vhere a contra cor re-
quests and Is allowed to renegotiate on
some otbher b-siz, he will be required to
agree that future rcnegotiations wll b3
conducted on the same baszs unlezs the
War Contracts Board approvez a varia-
tion of this proceeding by reason of un-
usual circumtMances in a p3rtculr case.
[RER 2021

1.03.303 Long-term ,hzp constrrc-
tiffo cantracts end certaia tjzpes of I-
fly contracto. The renegotiation of long-
term ship construction contracts and of
certain clase of utility contracts which
are subject to renegotiation by reason
of their p2rtcular size or character (Qea
I 10N642) may with the consent of the

contractor be conducted on such bas
as, In the opinion of the Department
conducting the renegotiation, will ba

0most appropriate for the determine-
tion of excesive profits. In datermin-
ing such basis, consideration will ba
given to the bx.6 of renegotiation us-d
by such Dapartment in prior renegotia-
tions where the contractor concerned
has been renegotiated for a prior penod
or with respect to other contracts. IR
203]

ri 1603204 Cot-ps-fixzd-fce c..7n-
tracts. [RR, 3041

0 1603.304-1 Scparate cosderatfor.
The financla and other date. uien which
the renegotiation is b2sed must clearly
reflect the financial results of perform-
ance of cozt-plus-fixed-fee contracts anI
subontracts separately from the fzinn-
clal results of performance of other con-
tracts and subzontracts. Accordinelv,
the anounts received or accrued and
costs paid or incurred on such cost-plus-
fixed-fee contracts must be Egregated.
from such amounts relating to other re-
negotiable contracts and -,jb:ontrzst:,
so that an appropriate appLraizl of the
profits from such coat-pluz-fiued-fee con-
tracts and subcontracts can be =aae.
[ER, 041

§ 103.35 Jont reptre contrae-t.
Mhcre two or more pzrties enter into an

arrangement for the performance 3ointly
of one or more projects, the combimntion
rc:ultin:g from suach arranement is
commonly referre:l to a a "joint ven-
ture' Sar.h a joint vanture Is regardsd
as an entit- which, Tith rezpCct to its
contracts or zubeontrzacts within tn2
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scope of the Renegotiation Act of 1943, retroactively reduced after the comple- or, (b) the determination or the settle-
is a "contractor" or "subcontractor" tion of the renegotiation proceedings, ment agreement is exempted from re-
within the meaning of the act. There- then im determining excessive profits the- negotiation pursuant to proper authority.
fore, the joint venture is renegotiated contractor should be permitted to set up ERR 308.1] -
with respect to its renegotiable contracts a reasonable reserve to cover the es- § 1603.308-2 When received or ac-
and subcontracts without regard to other timated refund under the contract for crued. For purposes of renegotiation
contracts or subcontracts which may be the period under review. Similarly, if amounts payable to a contractor or sub-
held by the members of the joint yen- the contract clause is expected to result contractor on account of any termina-
ture. ERR 305] in a retroactive upward revision of the tion claim under a contract or subcon-

§ 1603.306 Treatment of contracts price for the period under review, an al- tract will be deemed to have been re-
with fixed profit limitations.- ERR 3061 lowance therefor should be made on the ceived or accrued to the extent, and in

basis of reasonable estimates and n- the fiscal year for which, such amounts
9 1603.306-1 Included in renegotiation. cluded in the renegotiable income of the are estimated, upon the basis of the cir-

Certain contracts with various Depart- contractor. cumstances existing at the time of rene-
ments, particularly the Navy Depart- (b) In making such estimates the con- gotiation, to be includible in the com-
ment, Maritime Commission, and War tracting officer should be consulted. putation of taxable income under the
Shipping Administration, are subject to Whenever the retroactive adjustment Internal Revenue Code (see Treasury
provisions limiting the contractor's profit under such clauses will substantially af- Decision 6405 and Bureau of Internal
thereunder to a fixed percentage of the fect the contractor's over-all profits for Revenue Mimeograph No. 576 repro-
total sales or contract prices or costs the period covered by renegotiation, pro- duced herein at H9 1608.852-5 and 1608.-
within the scope of such limitation. Such duction experience will generally be suf- 852-6) Renegotiation will not be post-
contracts will be included in renegotia- ficient to permit a reasonable estimate poned or delayed pending the settlement
tion but the agreement made therein of the amount of the probable refund or of a termination claim whether by a "no-
shall reserve to the Department having additional payment- cost" waiver, or otherwise. ERR 308.21
this independent duty, the correspond- (c) Where the retroactive- effect of the
ing right to determine and collect profits, price adjustment clause would materially § 1603.308-3 Separate consideration.
If any, In excess of such limitation. ERR affect the basis of the settlement, but Any contractor may, and in any case in
306.13 cannot be reasonably estimated, the mat- which the aggregate, of the amounts re-

ceived or accrued under contracts and
i 1603.306-2 Method o renegotiation ter may in certain instances bethanded subcontracts includes any substantial

in such cases. The contractor's sales or (ydseadn h prto f h amount on account of termination

contract prices and costs under contracts clause in over-all renegotiation and by amunt on actof termi red

subject to such profit limitation shall be amending-the contract provision to make claims, the contractor shall be required
included with the sales or contract prces any retroactive adjustment inapplicable to, reflect In the financial and other

and costs of his other renegotiable bus- to the period covered by renegotiation, data upon which the renegotiatlon ac-

ness, unless segregation shall be deemed as is the case under the more recent count of termination claims separately
necessary by a Department. Where the forms of such price adjustment clauses, from other receipts or accruals subjet
contract has not been finally audited the (d) This section does not cover the to renegotiation. Such seregation may
contractor shall be allowed to set up and method of handling certain shipbuilding be required to be made sn such general

shall be required to maintain an actual contracts referred to in § 1603.307-3. or such detailed manner as the renego-
reserve to cover his liability in connec- ERR 307.2] tiating agency may deem necessary,
tion with such profit limitation in an § 1603.307-3 Certain shipbuilding con- ERR 308.31
amount by which the contractor's profit tracts. Certain shipbuilding contracts § 1603.309 Renegotiation of parent
within the scope of such limitation is with the Navy Department and Man- and subsidiaries on consolidated basis,
estimated to exceed the maximum allow- time Commission provide for escalation, ERR 309]
able profit thereunder. The provision for price savings, and for redetermination or
the establishment of the reserve will be revision of the contract price during the § 1603.309-1 When authorized. Re.
treated as a reduction in net profits life of the contract and the Department negotiation of parent and subsidiary
rather than an increase in costs or a with which the contract Is made is companies may, in the discretion of the
reduction of sales. This reserve should charged with the duty of auditing and Department conducting the renegotia-
be allowed on the condition that the con- determimng the amount-to be paid the tion, be conducted on a consolidated basis
tractor will report to the Department contractor for work performed under whether or not the parent and subsidi-
conducting the renegotiation and will such, contracts. Furthermore, under aries constitute an "affiliated group" as
pay to the United States as excessive regulations of the Maritime Commission defined in subsection (d) of section 141
profits In renegotiation so much of such when two or more vessels are constructed of the Internal Revenue Code. ERR
reserve as he is not, required to repay un- under separate contracts as a single un- 309.1]
der such profit limitation and as shall be dertakmg the profit or loss re~lting § 1603.309-2 Definition of "aflliated
required to be so paid by such Depart- from performance of the single under- group" Section 141 (d) of the Internal
ment. ERR 306.2] taking may be allocated equally to each Revenue Code Is as follows:

§ 1603.307 Treatment of contracts vessel. Such contracts are subject to Xd) Definition of "Affiliated Group," Aq
with price adjustment provisions. ERR renegotiation unless otherwise exempt, used In this sectlbn, an "affiliated group"
307] but their provisions necessitate special means one or more chains of includible cor-

§ 1603.307-1 Subject to renegotiation. treatment with respect to which the De- porations connected through stocl owner-
-partment with which the contracts are ship with a common parent corporation

Certain-contracts provide for escalation, made should be consulted. ERR 307.3] which is an includible corporation if-
redetermination or revision of the con- (1) Stock possessing at least 95 per centum
tract price during the life of the contract. § 1603.308 Treatment of receipts or of the voting power of all classes of stock and
These contracts are subject to renego- accruals under termination claims, at least 95 per centurn of each class of the

nonvoting stock of each of the includible
tiation unless otherwise exempted, but ERR 308] corporations (except the common parent
their provisions necessitate special treat- "9 1603.308-1 Subject to renegotiation, corporation) Is owned directly by one or more
ment. Except for certain shipbuilding Receipts or accruals under a determina- of the other includible corporations; and
contracts referred to in § 1603.307-3, the tion made under the Contract Settle- (2) The common parent corporation own
method of handling certain situations ment Act of 1944, or a settlement made directly stock possessing at least 95 per
arising in connection with such osuch act or otherwise, on accumn centum of the voting power of all clazes ofarngo tion i sc contracts,.nder , or , o stock and at least 95 per centum of each
on renegotition is discussed i § 1603.- of any termination claim under a con- class of the nonvoting stock of at least one
307-2. ERR 307.1] tract or subcontract are subject to re- of the other includible corporations.

§ 1603.307-2 Method of renegotiation, negotiation unless (a) received or ac- As used in this subsection, the term "stool:"
(a) Upon over-all renegotiation Invdv- crued with respect to a terminated coii- does not include nonvoting stook which Is
ing such contracts, if the price for the tract or subcontract which is exempt or limited and preferred as to dividends.
period under review is expected to be has been exempted from renegotiation ERR 309.23
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§ 1603.310 Consolidated bam zn cases
of common ownership. ERR 310]

§ 1603.310-1 Then authorzed. If two
or more business enterprises are under
common control as a result of common
ownerslup, rather than as a result of
parent-subsidiary relationship, rene-
gotiation on a consolidated basis may be
appropriate if:

(a) Such consolidation is reasonably
necessary for the protectio*of the In-
terests of the Government. This is espe-
cially likely if one or more of such en-
terprises is a subcontractor of another of
the enterpises commonly owned; and

(b) The extent of the common owner-
ship is such that consolidation for re-
negotiation purposes is not, in the opin-
ion of the Department conducting the re-
negotiation, inequitable to minority in-
terests in one or more of the enterprises.
It is not essential that the interests of
the common owners be identical in ex-
tent or nature in eacl of the enterprises
commonly owned. ERR 310.13

§ 1603.311 Allocation of excessire
proits m cases of consolidatea renegotia-
tion. (a) In renegotiation on a con-
solidated basis, careful scrutiny will be
given to the methods employed in segre-
gating costs as well as income as between
the corporations or enterprises included
in the consolidated renegotiation, partic-
ularly where the type of business con-
ducted by one is different and distinct
from the type of business conducted by
the others in the consolidated group. j

(b) Excessive profits must be allocated
among the corporations or enterprises
included in the renegotiation, and the
renegotiation agreement must disclose
the allocation. If excessive profits have
been realized and the renegotiation
agreement merely imposes liability gen-
erally on the entire consolidated group
for the profits found to be excessive,
without fixing the separate liability, then
the members of the group may not be
allowed a deduction from their income
for Federal tax purposes for the amount
of excessive profits to be eliminated under
the agreement, or a tax credit under sec-
tion 3806 of the Internal Revenue Code.
The excessive profits must be so allocated
even though some or all of the members
of the consolidated group participate In
filing a consolidated Federal tax return.
(See § 1604.444 (b) and 1607.'41-2 (b).)

(c) The form and method of execution
of the renegotiation agreement in the
ease of a consolidated renegotiation Is
described in § 1605.502-13.

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

§ 1603.312 Where consolidate basis
not used. Whenever parent and sub-
sidiary companies are renegotiated not
on a consolidated basis but separately,
renegotiations with the individual mem-
bers of 'the controlled group should be
conducted concurrently if possible. ERR
3123

SUMPALT r-flErHODS roll CZ0crl.v a
SALES VETWE=i fl TorILTL AIMW V~ON-
REITUEOTADLfl BUSIXTEZ3

§P603.320 Scope of subpart. The
Renegotiation Act prezcrlbes what types
of contracts are subject to rencgotiation.
In practice, the difficulty of tracing and
identifying all sales with exactnc:s, es-
pecially under lower tier subcontracts,
often necessitates the ue of general
methods of segreating renegotiable and
non-renegotiable business end n p anez.
This subpart deals wlt such methods
of segregation, and Subparts C, D and E
of this part discuss in dptaU the prin-
ciples for determining whether particu-
lar contracts are subject to the act or
exempt. [RR 3201

§1603.321 Responcibility for .crcga-
lion. ERR 321]

§1603.321-1 Malhing of segregation.
The contractor should in all cares mare
the segregation of sales and the alloca-
tion of costs and e--enoes bctween re-
negotiable busne:s and non-renego-
tiable business. The contractor chould
submit a signed statement of this csere-
gation and allocation, explainvag and
Justifying the methods used. The cegre-
gation and allocation must be catisfac-
tory to the Department conducting the
renegotiation. ERR 321.1]

§ 1603.321-2 Suggested meto da.
The following sections outline cn-
eral principles which may aid in de-
termining an equitable method of sco-
regation. ERR-321.2.]

§1603.322 Methods of segregating
sales. ERB. 322]

§ 1603.322-1 General approach. (a)
Often, there is more than one method
available for segregating sales between
renegotiable business and non-renego-
tiable business. In such caes the meth-
ods available for equitably allocating the
cost of sales should be carelully con-
sidered before a final determination is
made as to the method to be used in
segregating sales.

(b) In determining whether mcecifie
contracts or subcontracts are subJect to
renegotiation, the principles stated in
subparts C, D and E of this part will ba
followed.

(c) Where specific segregation 13 pos-
sible, this should be done n accordance
with § 1603.322-2. Where this I- not
feasible, the methods dLcu-ed In
§ 1603.322-3 to 1803.322-0 should be
used. ERR 322.1]

§ 1603.322-2 Se c c if Ic gregation.
(a) Certain sales can be specifically
classified as subject to rncgotiation,
such as sales known to be under:

(1) Prime contracts whichale not e:x-
empt.

(2) Non-exempt subeontracts under
specific non-exempt prime contract,

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

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

flo Prime contracts wich b- their
tc.ms or tis apphcztion of an esemption
provided by or ezabli-hed purauant to
rubsi ction (il of the Rne;otietion -t
are e:xempt or have baen exem'2ted.

42) Submutracts Inown to b3 under
prime contracts or sub:ontrcts to .hich,
in either case, a manatoiy exemption
provided by cubTsction (i ,1) of the Re-
negotiation Ac is applicable.

s3s Subzontracts to which a merdza-
tory e.e empton or a dizcretionary ez-
emption provldedby or establihed pur-
zuant to subzection It of the Renez.oti-
tion Act is applicable.

4) Agrazments and purchaze order3
for products, the end use of wich is
kMo-n to be outside the "cope of the Re-
negotiation Act. For enample, the -s a
of afety clothin to a stc l mull for the
use of its employce (sa § 1603.333-4
tb)) or t h cale of building matenri to a
contractor for use in the const.ruction of
a privately o-ned home (see § 1603.333-2
(a~) $.

(co The contractor should indicate tha
bai s of clseiflcat!on urd and should
state the principle3 apulica- therete.

(Se1 1603.322-1 (b. ERR 322.21
0 1603.322- Safeg rot mr-c n!' of

specifi se~regalion. (ai The contractor
may not be able -- ecifically to identify
all or part of his s-alE as subject or not
subject to renegotiation. Such sales may
Include s2les to retailers, wholesalerz,
Jobbers, fabrcatora, asz.emblers and
others sdlling for both war and commer-
cial use. The identity of the original
product may be lost In prozessing. The
contractor's sales and cost of s3le: rac-
ords- may be in such form that specific
seg-reation cannot be made.

ibi ThEz2 types of sales should Ire clasz-
sifed In such a mihner as towermit the
application to them of certain principles,
percent2ges, etc., caculated to pro-ide a
re-aonable and equitable divizion be-
tween rene7otiable busiess and non-re-
negotiable businez. (Sae § 1603.33-5.)
ERR Z22.3]

§ 1603.322-4 TV=ss of casifcation,
for gencrafcccro tot. For the nurpoce
of mn lung a general segregation of ses,
they may commonly be clasif ed by-
(a Industry, customer or customer

croun.
(b) Product or group of product-.
(c) End use clacsfication as shown on

reports to the IB.
(di Divison, department or plant,

where the ewtent to which each divizion
Is devoted to business subject to reneg;o-
tlation can be determined.

(e Penod3 of the year, where the par-
cent of bumnez subject to renegotiation
varies with the perlod. RR 322.41

103.322-5 Apfpicable ba j fo p r-
ccrtages, of allocation. *When ca es hZae
baen clasified according to § 1E,3-22-4
such ales may be zseregated by apply-
Ing ratios orpercente.s basedupon gen-
eran or specific factors such es:

(a) The recognIzzd or estimated e--
tent to which certain products are bem
used for war purposes as shown by gov-
ornmentnl, trade association or other
reports.
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(b) The recognized or estimated ex-
tent to which certain industries (to
whom the contractor sells) may be en-
gaged in war business.
(e) Percentages developed through

spot check of the end use of the prod-
ucts for one or more months of the
year. The selection of the month or
months should be made only after a
thorough review of the equity of the
choice by thd Department and by the
contractor. ERR 322.51

§ 1603.322-6 Use of reports to Gov-
ernment. (a) The great majority of
companies to be renegotiated for the
year 1943 used one or more of the so-
called "controlled materials" (steel, cop-
per, and aluminum in various types and
shapes) as primary raw materials, sec-
ondary materials, or in the form of
component parts.

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

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

(2) During the first quarter 1943, un-
der "PRP"

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

(4) During the third and fourth quar-
ters 1943, under "CMvP"

(c) 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 analzed by Preference Ratings and
by End Use or Claimant Agencies (Army,
Navy, Aircraft, Maritime, Lend-Lease,
etc.) Inasmuch as section 35 (A) of
the United States Criminal Code, 18
U. S. C., sec. 80, makes it a criminal of-
fense to make a willfully false statement
or representation to any department or
agency of the United States as to any
matter within its jurisdiction, the data
contained in these applications can be
considered reliable. Material devia-
tions from representations in WPB re-
ports in sales segregations for renegoti-
ation purposes should be accepted only
when extraordinary circumstances exist,
and such circumstances must be ex-
plained fully in renegotiation reports to
the Department or agency conducting
the renegotiation.

(d) Names of "claimant agencies" and
their symbols are set forth in the WPB
pamphlet "Controlled Materials Plan
Major Identification Symbols" dated
January 3, 1944. Copies of this pam-
phlet can be obtained by writing War
Production Board, Controller Division,
Washington 25, D. C.

(e) "CMP" applications and reports to
the WPB provide a ready basis for segre-
gating 1943 sales for purposes of renego-
tiation.

(1) For manufacturers of Class A
products (military items such as aircraft,

ammunition, artillery, tanks, ships, elec-
tromc, etc., and their major component
parts) section A of WPB Form 732
shows analysis of shipments by claimant
agencies.

For R-efer to
1st Q 1943-WPB732 Budget Bureau No. 12-

... R027.2
2nd Q 1943-WPB732 Budget Bureau No. 12-

R027.5
3rd Q 1943-VPB732 Budget Bureau No. 12-

R1027.8
4th Q 1943-WPB732 Budget Bureau No. 12-

R627.10
1st Q 1944--WPB732 Budget Bureau No. 12-

R027.11
NoTz: Separate reports usually were filed

for each plant or division. To avoid omission
of part of the company's operations, all
WPB732 forms should be scrutinized.

Because of the character of products
manufactured, Class A producers will in
almost every instance be found to be
fully renegotiabie. In rare cases, how-
ever, certain sales by Class A producers
will prove to be exempt from renegotia-
tion because ultimate payment was not
made by one of the nine "Departments"
specified in the Renegotiation Act.

(2) For manufacturers of Class B
products (minor military items such as
bulldozers, components parts such as
pumps included in a number of military
items, and nonmilitary items) forms
CMP-4B and WPB732 show analyses of
shipments by claimant agencies.

For Refer to
4th Q 1942--Sec. E of CMP-4B Budget Bureau

No. 12-R780-42
1st Q 1943-Sec. C of CMP-4B Budget Bureau

No. 12-R780.1
Sec. A of WPB732 Budget Bureau

No. 12-R027.2
2nd Q-1943--Sec. A of CMP-4B Budget Bureau

No. 12-R780.5
Sec. A of WPB732 Budget Bureau

No. 12-wR027.5
3d Q 1943--Sec. A of CMP-4B Budget Bureau

No. 12-R027.6
Sec. A of WPB732 Budget Bureau

No. 12-R027.8
4th Q 1943--Sec. A of CMP-4B Budget Bureau

No. 12-R780.7
Sec. A of WVPB732 Budget Bureau

No. 12-31027.10
1st Q 1944--Sec. A of CMP-4B Budget Bureau

No. 12-11780.8
Sec. A of WPB732 Budget Bureau

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

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

With possible rare exceptions, ship-
ments classified as follows should be
treated as renegotiable:
Claimant: Symbol

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

Careful analysis of shipments classi-
fied as follows will be necessary to ascer-
tain that ultimate payment was made
by one of the nine "Departments" speci-
fled in the Renegotiation Act.

Probable, clha'flfltlon

Predom- predom.
nantlv iinantly

renegotlfblo exciopt

Office of Economio Warfare. .. I
Canadian Divn .......... . D
War Food Administrtion .. ............... A
National Housing Agency ..-------------
Petroleum Administration
for War. ................................. I'

Office of Defense Transpor-
tation ..................... ............. T

Office of War Utilitis ....... ............ U
Office of Rubber Director... R, F
WPB Office of Operations

Vice Chairman ............ BC3, X
WPB Ftlitie Bureau ..
WPB Office of Civilian re-
,quirements-- -.......... S V

Special Purpose ---------- AM, FQ, PX, WII, 1lO,
X-i, MI1O 0

The most expeditious method of classi-
fying shipments of these types would ap-
pear to be through an analysis of pur-
chase orderS, either by customers or by
typical months, on the basis of "major
program identification symbols'[. (See
pages 1 to 4 of WPB pamphlet referred
to in Paragraph (d) above.) 'tihe same
type of analysis is also suggested for com-
panies using customer-furnished mate-
rials inasmuch as' orders received by
them are required to carry the "major
program identification symbol"

(f) The segregation of sales for manu-
facturers of wood products, textiles,
chemicals, foods, tobacco products, and
printing and publishing items usually

San be accomplished most easily through
n analysis in terms of end-use orders

by customers. PD25A applications to the
WPB will provide information useful for
this purpose. End-use symbols are still
used by companies not operating under
"CMP" ERR 322.61

§ 1603.323 Segregation with respect to
contracts with RFC subszdiaries. In con-
nection with prime contracts between a
contractor and Defense Plant Corpora-
tion, Metals Reserve Company, Defense
Supplies Corporation or Rubber Reserve
Company, a segregation of sales and allo-
cation of costs is necessAry in order that
excessive profits, if any, attributable to
such contracts may be computed, Such
segregation shall not be necessary In
cases In which the total amounts received
or accrued under such prime contracts'
with any of the dbove named subsidiaries
of the Reconstruction Finance Corpora-
tion do not exceed $50,000, since in any
such case.no separate determination of
excessive profits under such prime con-
tracts will be made. (See § 1605.602-l
and note to article 4 of the Standard
Form of Agreement, Form I, § 1607.741-1,
requiring repayment of such profits to
the RFC Price Adjustment Board.) ERR
323J

§ 1603.324 Segregation and exclusion
of exempt contracts. Sales and costs
allocable to any contract or portion
thereof which is exempt from renegotia-
tion under subsection (1) (1) of the 1043
act, or which is exempted from rene-
gotiation under subsection (i) (4) of the
1943 act, shall be entirely excluded from
consideration in determining whether
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excessive profits have been realized and
the amount thereof. However, see
§ 1603.385-4 (f) for treatment of losses
from the sale or exchange of facilities
used in performing renegotiable con-
tracts or subcontracts. However, sales
allocable to-such contracts shall not be
excluded in determining whether the
contractor is subject to renegotiation un-
der-subsection (c) (6) of the 1943 act.
ERR 3243
5171PART C-CONMRACrS AND SUBCOIrACIS

'WITHIN 7HE SCOPE OF TIM 4943 LCr

§ 1603.330- Scope o1 subpart. This
and the following Sqbparts D and E deal
with the contracts and subcontracts sub-
ject to renegotiation. This subpart dis-
cusses the kinds of prime contracts and
subcontracts which are within the 1943
act, aside from exemptions, and the fol-
lowing subparts cover the exemptions
(mandatory and permissive, respectively)
from renegotiation. ERR 3303

§ 1603.331 General coverage of 1943
ae. ERR 331]

§ 1603.331-1 Statutory P r o v z s z o n.
Subsection (c) of the 1943 act confers
the basic authority to renegotiate, and
paragraph (6) of subsection (c), which
deals with its application, provides that,
with certain exceptions, it shall apply
"to all contracts and subcontracts, to
the, extent of amounts received or ac-
crued thereunder in any fiscal year end-
ing after June 30, 1943, whether such
contracts or subcontracts were made on,
prior to, or after the date of the enact-
ment of the Revenue Act of 1943, and
whether or not such contracts or sub-
contracts contain the provisions required
under subsection (b)," ERR 331.1]

§ 1603.331-2 Contracts without rene-
gotiation clauses. Subsection (b) of the
1943 act requires the insertion of rene-
gotiation provisions in certain contracts
and subcontracts and provides that these
provisions may be incorporated by refer-
ence to such subsection. However, both
subsections (b) and (c) provide that re-
negotiation under subsection (c) applies
whether or not the contract or subcon-
tract contains such -provzsions unless
such contract or subcontract is specifi-
cally excluded or exempted. ERR 331.2]

§1603.331-3 Exemptions and exclu-
szons. Subsections (c) (6) and (I) of the
1943 act provide for various exclusions
and exemptions of contracts and sub-
contracts from renegotiation. These are
discussed In detail in Subparts D and E
of this part. ERR 331.3]

§ 1603.331-4 Interpretation. The 1943
act is construed to be inapplicable to
sales by the Departments and contracts
therefor. ERR 331.4]

§ 1603.332 Contracts with the depart-
ments. ERR 332]

§ 1603.332-1 General. Subject to the
exemptions contame4 in the 1943 act.,
all contracts made by the War and Navy
Departments, the Maritime Commission,
the War Shipping Administration, De-
fense Plant Corporation, Defense Sup-
plies Corporation, Rubber Reserve Com-
pany, and Metals Reserve Company are
subject to renegotiation. Contracts of

the Treasury DEpartmEnt subject to re-
negotiation include:

(a) Contracts placed under rcction
1!01 of Title fI of the Frz;t War Powers
Act, 1941, 55 Stat. 839. Theze are prin-
cipally lend-lease contracts which may
be identified by the symbols "DA-TP3"
preceding the contract number.

(b) Contracts for strategic and rltl-
Cal materials placed under the authority
of the act of June 7, 1939, 53 Stat. C I.
Such contracts made after March 1, 1943
may be identified by the symbols "SC, -
TPS" preceding the contract number.

(c) Contracts for supplies for refugee
relief under the Red CroZ3 proram,
placed under the authority contained in
Title II of the Third Supplemental Na-
tional Defense Appropriation Act, 1912,
55 Stat. 817, or in section 40 of the Emer-
gency Relief Appropriation Act, flwal
year 1941, 54 Stat. 627, and Title I of the
Second Deficiency Appropriation Act,
1942, approved July 2, 1942. Such con-
tracts may be Identified by the symbols
"TRW" preceding the contract number.
ERR 332.1]

§ 1603.332-2 Treasury Procurement
schedule of supplies. Contract5 of the
Procurement Division of the Treacury
Department of the type regularly made
by It in the ordinary courze of buwinczs
prior to the war period, as such, are not
subject to renegotiation unle:s neo-
tlated under authority contained in Title
I1 of the First War Powers Act, 1941.
However, purchase orders, Isued by
other Departments under Gencral Eehcd-
ule of Supplies Contracts, which are en-
tered into by the Procurement Division
of the Treasury Department on behalf
of all departments and establishments of
the Government, are considered as &ub-
Ject to the provisions of the 1943 act.
Purchase orders Issued by the Treasury
Department Itself under such contracts
are also considered as subject to the pro-
,isions of the 1943 act If such purchas s
are for lend-lease or for the Red Cros
program. ERR 332.2]

§ 1603.332-3 Lend - leace contracts.
All so-called lend-lease contract! en-
tered into by any of the Dzpartments
having renegotiation authority are sub-
ject to the provisons of the 1943 act.
However, lend-lease contracts entered
into by any other department or agncy
of the Government arc not subject to
renegotiation under existing la w. ERR
332.3]

§1603.332-4 0ost-plus-xcd - Ce
contracts. Cost-plus-fised-fe contracts
are subject to renegotiation unle:; other-
wise exempt. The treatment of such
contracts in renegotiation I- discuZd in
§ 1603.304. ERR 332.4]

§ 1603.332-5 .Zanagemenit cc Con-
tracts. Contracts providing for a man-
agement fee are subject to renegotla-
tion. ERR 332.5]

§ 1603.332-6 Army Post exchange ana
Army Exchange Serrice contracts. Con-
tracts with Army post exchaunges or
with the Army Exchange Service are not
subject to statutory renegotiatons,
Contracts entered into by the Quarter-
master Corps are War Department con-
tracts and are subject to renegotiation

oven though some or all of the =rtic1es
contracted for are intended to b2 and are
asigned to or resold to an Army paft
ezchango or the Army E-chTane Serv-
Ice. ERR 332,6

§ 1603,332-7 Nary.-hzpko ccrrzccztorss
ccntracla. Ship's ervice activities, in-
cluding chip's IarvIca stores, are con-
ducted by Navy personnel but their op-

o erations do not involve Ntvy Department
funds. Their contracts are not Navy
Department contracts and are not zub-
ject to renegotiation. Ship's stores, as
distingulshed from chip s s -rvce ztores,
are opzrated with Navy Department
funds. Their contracts are Uavy De-
partment contracts and are subajact to
rene:gotiation. ERR 332.71

f~t1603.332-3 Panama Canal coitract:-.
Contracts with the Panama Canal Zone
are subject to statutory renegotiation.
Under the Panama, Canal Act (43 U.S.C.
1NG # the President in time of war ma,-
dezignate an Army ofcer to azsume e:-:-
cluive authority and jurisdiction over
the Panama Cana1 and the government
of the Canal Zone and, by Bxeutive Or-
der g232 (September 5, 1939) the Presi-
dent has done so. Contracts made by
the Canal Zone are therefore treate:l as
contracts with the War Dep7artment.
Reference to the Panama Canal Zone in-
eludes the Panama Canal. ERR 3'2.61

C 1603.332-9 Parama Raffrozd Coi-
pany contracto. Contracts made by the
Panama Railroad Company, a New Yors:
corporation whoz stod: is owned by thl
United States, are not subject to renso-
tlation. ERR 332.91

S 1603.332-10 Contracts znroln'g
named dep.7rtmcnts and departinert; or
agencie& other thar. named departm-'t:.
In connection with centr lized govaer-
ment procurement, certain of the named
Departments and other governmentl
agencirs execute contracts purs-ant to
which the articles contracted for may ba
delivered to and paid for by other de-
partments or aencies. As a genral rule ,
the renegotlability of Such contracts ae-
pends upon whether the contract Is with
a named Department and not up)a.
whether a named Department receves
delivery of, or pays for, the articles nur-
chaced. The following sltuations are 1i-
lutrative of the foregoing principle:

(a) The War Derpzrtment purchas.
articles under contracts whith state that
the contract, is for general utilization b-
all arms, services and bureaus, nd7 thzt
deliveries and payments will be maae in
accordance with It-structions to be is-
sued subZcquently. The War Depmrt-
ment then authorizas the other inter-
eted agencies or departments to isste
Instructions to certain desn.nated con-
tractors for a specified quantity of the
articles, and notifies the contractor of
such authorizations. The War Depart-
ment retains the right to recind or
change the allccation made to the other
agencies or departments. Such con-
tracts are subject to renegotiation unla_-,
the War Department contract is cle-rlY
replaced by -_ contracl with an ,aenc_
other than a named Department.

(b) Food Distribution Admiitration
manages centralized procurement of car-
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tain foods. Food Distribution Admis-
tration executes the contracts, allocates
the available supply to other interested
departments or agencies (including cer-
tain of the named Departments) and-is
reimbursed by such interested depart-
ments or agencies. Since Food Distri-
bution Administration is not a named
Department, such contracts are not sub-
ject to renegotiation. ERR 332.10]

§ 1603.333 General interpretation of
subcontracts. ERR 333]

§ 1603.333-1 Statutory definitions. (a)
Subsection (a) (5) and (6) of the 1943
act provide:

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

perform all or any part of the work, or to
make or furnish anyrticle, 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 a bona fide execu-
tive officer, partner, or full-time employee of
the other contracting party, (i) any amount
payable under which is contingent upon the
procurement of a contract or contracts with
a Department or of a subcontract or subcon-
tracts, 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 soliciting,
attempting to procure, or procuring a con-
tract or contracts with a Department or a
subcontract or subcontracts: Provided, That
nothing in this sentence shall be construed
(1) to affect in any way the validity of con-
struction of provisions in any contract with
a Department or any subcontract, heretofore
at any time or hereafter made, prohibiting
the payment of contingent fees or commis-
sions; or (2) to restrict in any way the au-
thority of the Secretary of the Board to de-
termine the nature or amount of selling
expenses under subcontracts as defined in
this subparagraph, as a proper element of
the contract price or as a reimbursable item
of cost, under a contract with a Department
or a subcontract.

The term "article" includes any material,
part, assembly, machinery, equipment, or
other personal property.

ERR 333.13

§ 1603.333-2 Interpretation of defi-
nition. By the definition of "subcon-
tract" profits on the production and sale
of articles required for the performance
of another corntract or subcontract are
subject to renegotiation, as well as prof-
its on the production or sale of all ma-
terials incorporated into the end product,
down to and including raw materials,
except certain specified raw materials
and agricultural commodities exempted
under subsection (i) of the 1943 act.
This definition is interpreted to include
contracts not only with prime contrac-
tors but also with other subcontractors,
if such contracts are:

(a) For the sale or processing of an
end product or of an article incorporated
therein,

(b) For the sale, furnishing or instal-
lation of machinery, equipment or ma-
terials used in the processing of an end
product or of an article incorporated
therein,

(c) For the sale, furmshnng 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,

(d) For the sale, furmshing or in-
stallation of component parts of or sub-
assemblies for machinery included in
(c) above and machinery equlpment and
materials included in (b) above, and

(e) For the performance of services
directly required for the performance of
contracts or subcontracts included in
(a) 0b') (W) and (d) above.

The term "component part" as used in
this section shall be deemed to include
materials and ingredients. ERR 333.2]

§ 163.333-3 When machinery, equip-
ment or materials "used in processing"
Under this interpretation machinery,
equipment or materials will be deemed to
be used in the processing of an end prod-
uct or an article incorporated in an end
product in all cases where such machin-
ery, equipment or materials are used:

(a) To produce or otherwise operate
directly on an end product or an article
incorporated in an end product by chemi-
cal, physical or mechanical methods;
such, for example, as shaping, cutting,
constructing, combining, refining, assem-
bling, testing, inspecting or (in the case
of end products) packaging. Examples
of this category include not only such
maclnnery as rolling mills and machine
tools, but also gauges and other measur-
ing instruments, torches and. chemicals
or other materials consumed in the
course of the manufacturing process,
such for example as hydrogen, oxygen,
coke and acetylene;

(b) 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
production thereof. Examples of this
category include tote boxes, tractors,
trucks and traveling cranes;
(c) 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, aux-
iliary tools, abrasives, wrenches, screw-
drivers, other hand tools, lubricating oil,
cutting oil and dry ice; also machine
tools or equipment located in the tool
room of a contractor's plant and special
equipment used for the manufacture,
preparation or maintenance of 'tools,
dies, jigs, fixtures, equipment or ma-
chinery. ERR 333.3]

§ 1603.333-4 General eject of -inter-
pretation. (a) In general it is intended
to include as subject to statutory rene-
gotiation the sale of all machinery,
equipment, materials and other articles
which contribute directly to the actual
production of an end item or an article
incorporated therein, in connection with
the physical handling of the item from
the time of entry of the component ma-
terials to departure of the item from the
plant in question and to include all ma-
chinery which similarly contributed

directly to the actual production of other
machinery so used. Packaging materials
and containers are regarded as a com-
ponent part of the end product when
they are used to package or contain the
end product and are delivered with the
end product to a Department; on the
other hand, sales of packaging materlafi
and containers which are not ultimately
delivered to a Department are excluded
f r o m statutory renegotiation, (See
§§ 1603.333-3 (a) 1603.344-5 and 1603.-
347-2 (a) and (c).)

(b) It is Intended to exclude the sale
of articles which contribute only in-
directly to the actual manufacturing
process, such as products used for geli-
eral plant maintenance, including fAel
and equipment to produce light, heat and
general power requirements and such as
equipment needed for general office
maintenance, including all types of ofdco
machinery and supplies, and such as
safety equipment and clothing.

(c) It is not intended to exclude from
renegotiation any articles sold to a con-
tractor when the items are to be ulti-
mately resold to a Department either as
-end products or as component parts In-
cluded therein. Hawever, subcontracts
to furnish office supplies are specifically
excluded from the definition of subcon-
tract. Therefore, -subeontracts for office
supplies, although such office supplies
are ultimately sold to a Department, are
not subject to renegotiation. Office sup-
ple are interpreted to Include paper,
ink, typewriter ribbons, binders, cover;,
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 hold-
ers, pencils, blotter pads and calendars;
they do not include office furniture, ma-
chinery and equipment, such as desks,
chairs, lamps, rugs, waste baskets, filing
cases, typewriters and calculating, re-
cording, reproducing and dictating ma-
chines. ERR 333.4]

§ 1603.333-5 Allocation of sales. Sales
of such machinery and equipment are
allocated on the basis of the use thereof
(I. e., for renegotiable or non-renego-
tiable production) and when the extent
of the use can notbe.readily established,
such sales are considered renegotiablo
in substantially the same proportion as
the production of the purchasers of such
machinery and equipment is subject to
renegotiation. (See Subpart B of this
part, including § 1603.322-3.) ERR 333.5]

§ 1603.334 Specific interpretations of
"subcontract" ERR 334]

§ 1603.334-1 Standard commercial
articles. The term "standard com-
mercial article" is defined by subsection
(a) (7) of the 1943 act which provlde, in
subsection (I) that agreements for such
articles may be exempted by the War
Contracts B6ard under certain condi-
tions. (See § 1603.354.) Unless agree-
ments for standard commercial articles
are ekempted pursuant to such subsec-
tion, their renegotiability vlll be deter-
mined by the same tests applied to agree-
ments for equipment specially fabri-
cated for war uses or purposes. ERR
334.1]
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§ 1603.334-2 OPA przce ceilings. The
fact that articles are sold under price
ceilings fixed by the Office of Price Ad-
nnumstration does not exclude the sale of
such articles from renegotiation. Ex-
cessive profits have been realized within
OPA price ceilings. The increase in
volume of sales of such articles may

-- lower costs to such extent that excessive
profitsare realized. [ER 334.2]

§ 1603.334-3 Patent licenses as sub-
contracts. (a) Licenses for processes or
inventions required m performing con-
tracts with the Departments and sub-
contracts are subcontracts as defined in
subsection (a) (5) (A) of the 1943 act
subject to statutory renegotiation (un-
less exempted) without regard to the
time that the license was made. Such
licenses are not subcontracts under sub-
section (a) (5) (B) of the 1943 act. In
any case where a license and an agree-
ment by the licensor to furnish any
technical or other services to the licensee
are embraced within a single contract,
the qgreement to furnsh technical or
other services may be a subcontract un-
der subsection (a) (5) (B) of the 1943
act. In any such case, the license may
be severed from the agreement to fur-
nish technical or other services, and an
appropriate finding made as to that por-
tion of the consideration payable under
the contract wich is payable on ac-
count of the license and that portion
of the consideration which Is payable on
account of the services.

(b) In any case in which the receipts
or accruals of the contractor include or
consist of royalties, the renegotiating
agency may consult with the Royalty Ad-
3ustment Office of the Department or
Service concerned before determining
whether excessive profits were derived
from such royalties. (See § 1607.796 for
addresses of such offices)

(c) If the rates or amounts of the roy-
alties received or accrued for the period
involved m the renegotiation have been
fixed as fair and just in a Royalty Ad-
justment Act order or agreement appli-
cable to such period or any part thereof,
the renegotiating agency will ordinarily
find that no excessive profits have been
derived from that part of the royalties
covered by such order or agreement.
Rates or amounts of royalties fixed as
fair and just in a Royalty Adjustment
Act order or agreement which does not
cover all or some part of the period in-
volved in the renegotiation will not be
controlling as to the reasonableness of
the royalties received or accrued for such
period or such part thereof as Is not
covered by the order or agreement.
ERR 334.3]

§ 1603.334-4 Subcontracts for office
supplies. The definition of "subcon-
tract" as contained in subsection (a) (5)
(A) of the 1943 act specifically excludes
therefrom agreements or purchaseo or-
ders for office supp l I e s. (Also see
§ 1603.333-4.) ERR 334.4]

§ 1603.335 Contracts and subcontracts
involvmg real property. MRR 335]

§ 1603.335-1 Contracts and subcon-
tracts for existing real property. (a)
Action taken with respect to exempting

contracts and subcontracts for certain
interests In real property is referred to
n § 1603.352-2.

(b) Moreover, aside from such ccmp-
tion, the statutory definition of "sub-
contract" is construed to exclude agree-
ments for the purchase of real property
by contractors and subcontractors. Since
it refers to the maling or furnishing of
any "article" which In turn Is defined to
.mean any "materml 0 * 0 or other
personal property" the definition Implies
that agreements for the acquistion of
real property are not subcontracts.

(c) The exemptions and c=:clusions
discussed in this section govern agree-
ments for existing real property, but
do not apply to agreements for fl:-
tures or for inprovements to or con-
struction of real property which are dis-
cussed in § 1603.335-2. ERR 335.11

§ 1603.335-2 Agreements for fixturea,
construction and improrcments on real
priodperty. (a) Where an agreement Is
for work or articles which become real
property In the course of Its perform-
ance, as distingulshed from existing, real
property, the principles stated in this
section govern.

(b) Where an agreement to sell, fur-
nish or install machinery, equipment,
materials or other personal propzty
would otherwise constitute a renegoti-
able contract or subcontract, the fact
that such property is to be installed In a
building or otherwise affixed to real es-
tate and will be treated as real property
for some purposes does not exclude the
agreement from renegotiation.

(c) Where a contract for the construc-
tion of a building or improvemcnts on or
to real property Is made by a Dzpart-
ment, or it not made by a D2partment
the Government acting through a De-
partment is to obtain title to such build-
Ing or Improvements either Immediately
or ultimately (such as contracts for plant
and facilities), then such contract is re-
negotiable unless exempted. Likewlse
all subcontracts under such a renegoti-
able contract for furnishing cervices, or
articles, such as building materials and
structural steel, which are personal
property when furniehed, but which be-
came real property during the courzo of
construction, are renegotiable unless ex-
empted, and ro are subcontracts for fur-
nishing any machinery and-equlpment
installed In the building.

(d) Where, however, an agreement is
for the construction of a building or im-
provement on or to real property for a
contractor or subcontractor for the pur-
pose of performing a renegott~e con-
tract or subcontract and the Govern-
ment acting through a Department I-
not to acquire title to such building or
Improvements, either Immediately or ul-
timately, then except as provided In (b)
above, such agreement and subcontracts
thereunder are not subject to reneaotla-
tion even though the Improvements may
be covered by Certificates of Neccessty.

(e) In determining whether a &ubcon-
tract for an item is renegotiable under
paragraph (b) or not renegotiable under
paragraph (d), it Is helpful to consider
its character at the time of installation.
If the item Is one which has a predomi-

nantly prefabricated character at the
time of In-tAllation or assembly, it should
be clazified as machinery or equipment
and the subcontract for Its sale I. there-
fore subject to rene.otiation. A subson-
tract for an item is not considered sub-
ject to renegotiation If the item has no
substantial existence as such until its
construction from materials at the time
of Installation, I. e., where the prncipzl
compnent parts did not have a paror
existence as machinery or equipment (in
the ordinary sene) off the premises but
result from construction on the prenis az.

(fI Attention is directed to the mn-
datory and discretionary exemption of
contracts or subcontracts for the con-
struction of buildings, structures, im-
provements or other similar facilities and
the regulations relating thereto. (Sea
§§ 1603.346, 1603.347, 1603.355-3 and
16Q3.356.) [ER 33521

9 1C03.336 BroT:crs, manufacturerc?
agents, and dealers; s cantracts. (-_
The definition of subcontract in subsac-
tion (a) 45) of the 1943 act includes any
contract or arrangement (1) which
makes the compnsation thereunder ae-
pnd on procuring one or more contracts
with a Dzpartment or subcontracts or
on their amount, or (2) under which any
part of the rvices performed or to be
performed consists of the soliciting or
attempting to procure or procauring one
or more such contracts or sub ontracts.
Tais provision subjectfs such agreements
to rene.otiation 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 item3 of
cot.

(b) In addition, even when not withi
(a) of this sectIon, contracts between
manufacturers and their representatives
are subject to renegotiation as subeon-
tracts If the representative is performing,
or agrees to make available on request,
engineering, mechanical, or other ser-
ices related to the performance of one
or more prime contracts with the Depart-
ments or subcontract., including ast-
ancein obtaining priority certificates nd
in other matter. required in connection
with performance of the contract. For
eXmple, manufacturers' agents In the
machine tool indutry customarily aold
themelves ready to furnish engineering
advice, mechanical service, and advic3
on training in the use of tools. By con-
tract or custom the manufacturer usmIly
payi the commLssJons of the agent
whether or not these services are unii,
and charges the amount into the cost.
of the tool. Theze activities comprise
"part of the work 0 0 0 requirea for
the performance of any other contract or
subcontract" within the definition of sub-
contract in subZection (a) (5) (A) of the
1943 a t. (See 1602.203-4.)

(c) When a manufacturer's represent-
ative also acts as dealer, he I. In sub-
stantially the same pos-ition as a jobJar
and his calez of articles to one of the
Departments or to a contractor mth a
Department or a subcontractor are sub-
jeetto rnegotiatlon, whether the artclesz
aro delivered from his o=n inventory or
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shipped direct by the manufacturer. The
fact that the prices on articles handled
by manufacturers' representatives and
jobbers are regulated under Office of
Price Administration ceilings does not
affect the result. (See § 1603.334-2.)
ERR 336]

SUBPART D--LIANDATORY EXEMPTIONS AND

EXCLUSIONS FROi RENEGOTIATION
§ 1603.340 Scope of subpart. The pre-

ceding subpart deals with the general
Interpretation of the coverage of the Re-
negotiation Act of 1943 and with the
meaning of the terms "contract" and
"subcontract" as used in the act. The
act contains various specific exemptions
and exclusions of mandatory character,
which are found in subsections (i) and
(c) (6) of the act. These exemptions and
exclusions will be outlined in this section.
Permissive exemptions are covered by the
succeeding Subpart E of this part. Ex-
empt contracts are excluded from consid-
eration in deterrmnmg whether excessive
profits have been realized and the
amount thereof, but are n9t excluded in
determining whether the contractor is
subject to renegotiation under subsection
(c) (6) (See § 1603.324.) ERR 340)

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

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

(c) Contracts and subcontracts for ag-
ricultural commodities are exempted by
subsection (i) (1) (C) (See § 1603.344-2.)

(d) Contracts or subcontracts with
tax-exempt -charitable, religious and ed-
ucational institutions are exempted by
subsection (i) (1) (D) (See'§ 1603.345.)

(e) Construction contracts awarded as
a result of competitive bidding are ex-
empted by subsection (i) (1) (E) (See
§ 1603.346.)

(f) Subcontracts under exempt con-
tracts and subcontracts are exempted
by subsection (i) (1) (F) (See
§ 1603.347.) ERR 341)

§ 1603.342 Authority to tnterpret.
ERR 342] 

§ 1603.342-1 S t a t u t o r y provison.
Subsection (i) (2) of the Renegotiation
Act of 1943 provides: 4

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

ERR 342.1]
§ 1603.342-2 Scope of authority. The

authority to interpret covers all of the
mandatory exemptions except the ex-
emption of tax-exempt charitable, re-
ligious and educational institutions.
(Subparagraph (i) (1) (D) of the 1943
act; § 1603.345.) ERR 342,2]

§ 1603.343 Contracts and subcon.
tracts with other governmental agenczes.
ERR 343]

§ 1603.343-1 Statutory exemption.
Subsection (i) (1) (A) of the 1943 act
provides that it shall not apply to:

(A) any contract by a Department with
any other department, bureau, agency, or

governmental corporation of the United
States or with any Territory, possession, or
State, or any agency thereof or with any
foreign government or any agency thereof;

ERR 343.1]
§ 1603.343-2 Interpretation and ap-

plication of exemption. The War Con-
tracts Board has adopted the. following
interpretation:

(a) Under this provision of the act no
contract between one of the Departments
and any other federal, local or foreign
government agency is subject to rene-
gotiation. A municipal corporation,
whether acting in a proprietary or gov-
ernmental capacity, is considered to be
an agency of a State for the purposes of
this exemption. 0

(b) Contracts between such other
agencies or governmental borporations
,and private contractors, and subcon-
tracts thereunder, are likewise not sub-
ject to renegotiation, except in those in-
stances where the agency or govern-
mental corporation is acting as a direct
agent for -a Department. In these in-
stances, the contract is deemed to be with
the Department for which the agency or
governmental corporation is acting as
direct agent, and not with the agency or
governmental corporation, and accord-
ingly, if otherwise subject to renegotia-
tion, is not exempted.

(c) Certain of the agencies and gov-
ernmental corporations referred to
sometimes place orders called "pool" or-
ders. Under this type of order the
agency or corporation orders large
quantities-of a particular item from a
manufacturer. Before delivery under
this order the manufacturer may sell all
or a portion of the items to a Depart-
ment or to a Departmental contractor or
subcontractor and the order of the gov-
ernmental corporation or agency is re-
duced to the extent of these purchases
by others. In such cases the sales by the
manufacturer to a Department or to a
Departmental contractor or subcontrac-
tor are not exempt from renegotiation.

ERR 343.2]
§ 1603.344 Contracts and subcon-

tracts for certain raw materials and agri-
cultural commodities. ERR 344]

§ 1603.344-1 Raw materzals. (a)
Statutory exemption. Subsection (1) (1),
(B) of the 1943 act provides that it shall
not apply to:

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

(b) Interpretation and application of
exemption. In determining whether or
not a particular product is an "exempted
product" unider the exemption in subsec-
tion (1) (1) (B) of the act, the follow-
ing 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 dF
pletable character similar to products
"of a mine, oil, or gas well." Accord-
Ingly, water, sea water and air, and prod-

ucts derived therefrom are not con-
sidered to be other mineral or natural
deposits within the meaning of the act,
and contracts or subcontracts therefor,
or for products derived therefrom, shall
be subject to renegotiation.

(2) State at whtch exemption termi-
nates. In general a prgduct will be con-
sidered to be an exempted product until
it has arrived at its dispersal point, 1. o.,
the point at which a substantial propor-
tion of the product is used by the ulti-
mate consumer, or by industries other
than the industry of origin. The indus-
try of origin includes not only the pri-
mary industry of extraction or severance,
but also any processing, refining or treat-
ment directly supplementing its extrac-
tion or 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 i
nature; but excludes other processing,
refining or treatment to produce various
end products for the ultimate consumer,
or a substantial variety of products
which vary materially in size, shape or
content from the original product.

(3) Combination of several materials.
Where substantial quantities of two or
more materials or ingredients are com-
bined to produce a product for indus-
trial use, the product resulting from
such combination is considered to be
non-exempt, unless the other material
or materials are used as a catalyst, car-
rying agent or in some other subordinate
capacity in connection with processing,
refining or treatment of the principal
product which is in the course of prepa-
.ration for its first Industrial use.

(4) Different processes. Where a
product is made in substantial quanti-
ties by two or more different processes,
one of which would result in the exemp-
tion of the product under the above tests
and the other would result in Its inclu-
sion, such a product will be considered
to be renegotiable only where made by
a process which would result In its in-
clusion.

(5) By-products. Where a process for
making a product or material subject
to renegotiation under the above tests
also produces by-products, such by-
products shall be treated -as subject to
renegotiation since any benefits result.
ing from use or sale of such by-products
operate In substance to reduce the cost
of the principal product. The principle
of the preceding sentence is inapplicable
to by-products which would otherwise
be exempt under this paragraph. In
the case of by-products resulting from
processes principally designed to produce
an "exempted product" under the above
tests, such by-products shall be treated
as "exempted products" if they are not
further processed, refined or treated,
If further processing, refining or treat-
ment of such by-products takes place,
the-status of the ultimate product re-
sulting will be determined In accordance
with the general principles set forth
above.

(c) A list of products which, subject
to the foregoing interpretatiorl are con-
sidered exempt, is set forth in' 1608.841.
ERR 344.11
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§ 1603,344-2 Agricultural commodi-
ties-(a) Statutory exemption. Sub-
section () (1) (C) of the 1943 act pro-
vides-that it shall not apply to:

(C) any contract or subcontract for an
agricultural commodity in Its raw or natural
state, or if the commodity is not custom-
arily sold or has not an established market
in its raw or natural state, In the first form
or state, beyond the raw or natural state, in
wnch Is is customarily sold or in which it has
an established market. The term "agri-
cultural commodity" as used herein shall In-
clude but shall not be limited to-

(1) commodities resulting from the cul-
tivation of the soil such as grains of all kinds,
fruits, nuts, vegetables, hay, straw, cotton,
tobacco, sugar cane, and sugar beets;

(1i) natural resins, saps and gums of trees;
(Mi) animals such as cattle, hogs, poultry,

and sheep, fish and other marine life, and
the produce of live. animals, such as wool,
eggs, milk and cream;

(b) Interpretation and application of
exemption-() Applicability. This
provision of the 1943 act is retroactive as
if it were a part of the Renegotiation Act
on the date of its enactment, April 28,
1942.

(2) Interpretation. The purpose of
thins provision is to exempt from renego-
tiation farmers, fruit growers, livestock
raisers, fishermen and other basic pro-
ducers of agriculture commodities and
those who trade in such products or
handle or transport them without proc-
essing them; it is not Intended to ex-
empt canners, processors, manufacturers
and others who acquire products of this
type from the basic producer and process
them to a higher form or state. I-order
to qualify for -exemption the product
contracted for must be an agricultural
commodity In its raw or natural state,
or if such a commodity is not customarily
sold or does not have an established mar-
ket in its raw or natural state in the first
form or state beyond the raw or natural
state In which It is customarily sold or
in which it has an established market,

(3) Application. A commodity will
be deemed to be an agricultural com-
modity in Its raw or natural state only
so long as it has not 'undergone some
process of treatment or fabrication. In
the-case of fruits, vegetables and other
like products this state does not ordi-
narily extend beyond the state-in which
such products are harvested. In the case
of livestock, it terminates at the time the
ammal is slaughtered. Where an agri-
cultural commodity is not customarily
sold or does not have an established
market in its raw or natural state as
above defined and is no longer In such
state the exempt status of such commod-
ity will terminate with the state In
which the commodity is first customarily
sold or has an established market, and,
with the exception of the produce of
live ammals which are specifically ex-
empted, the exemption will not apply to
any derivative products which are de-
rived from such commodity in the state
in which it is first sold, whether as a re-
suit of division, separation or further
treatment or processing. For the pur-
poses of determining whether an agri-
cultural commodity is customarily sol4
or -as an established market, regard
will be given to the entire field In which

NTo. 19---6

such commodity Is produced or mailntcd
rather than to rectional or local prac-
tices; and varieties, typzs or clawc3 of
the commodity will be dirc3ardcd.
Profits or loses from sales of agricul-
tural commodities in their exempt form
or state, including sale3 of futur5 in
such commodities, are excluded from
consideration in renegotiation. Tao
War Contracts Price AdJustment Board
has determined the form or state at
which the exemption terminatus in the
case of each of the agricultural commod-
ities set forth In § 1608U and v:ill con-
tinue to determine and publish from
time to time additions to this list ERB.
344.2]

§ 1603.344-3 Cost allowance for Taw
materials and agricultural corm (oditics
in the case of integrated prouucer-a)
Statutory provision. Subsection (1) (3)
of the Reneaotiation Act of 19-13 providep,
in part, as follows:

(3) In the caco of a contractor or subcon-
tractor who prctluces or acquircs the product
of a mine, oil or gas well, or other mineral or
natural depoalt, or timber, and prc-c:ce, re-
fines, or treats cuch a prcauct to and boyond
the first form or state cuitable for induwAril
use, or who prcduccz Er acquirc3 an crl-
cultural product and procccze, rclL7, or
treats such a product to and tcyond the firot
form or state In which it is customarily cold
or n which It has an c.tablished marixt, the
Board shall prccrlbe such rcgulatlons c- may
be necezzary to give such contractor or sub-
contractor a coot allowauca cubAtnttally
equivalent to the amount which would have
been reaULizd by such contractor or subcon-
tractor if he had cold such prcluct at such
first form or state.

(b) Interpretation and applIcation.
Where a contractor (1) proceze3, re-
fines, or treats a product of a mine, oil
or gas well, or other mineral or natural
deposit, or timber, to the first form or
state suitable for industrial uce, and
further refines, processe3 or treat: such
product beyond the first form or state
suitable for industrial ue in order to
perform his contract, or (2) produces or
acquires an agricultural product and
processes, refines or treats such agricul-
tural product to and beyond the first
form or state In which it is customarily
sold or in which it has an established
market, then In such cases for the pur-
poses of statutory renegotiation the
product will be treated as an Item of
cost of the performance of such contract
in such amount as, In the opinion of the
Department conducting the rencgotia-
tion, fairly represents a properly appli-
cable allowance. In determining the
proper allowance, due consideration chall
be given to the establizhed ,:lo or mar-
ket price where there Is a reprezentative
market for the product in the exempt
state, and to such other factors as may
be necessary to reflect the purpoze and
Intent of the statutory exemption. In
general it Is the purpose and intent of
this provision to allow to the contractor
engaged in an Integrated process of the
type described, an Item of-cost substan-
tially equivalent to that granted by the
statute to others who rell an exempt
product, namely what he could have real-
fzed If he had sold the exempt product
at the intermediate stage. [ER 344.31

r, lCGJ-1-±-4 Praf~t!s frozss trrerng
in raZac of czc.,t-; Stat-
,tory cxzclucon. Subs-ection (I) (3p of

the Rcnecotz.tion Act of 1I43, mofar
as it relatez to the edclusion of profits
from the increment in valua of excess in-
ventorl e provides:

43) 0 0 0 I~tlhtni~ any other
prov.zl-ons of thts Icton these shall be es-
clurlcl from canahderatton In determira-
v~bhc~zr or not a contractor or saubzontraeter
has resaIvcd or acrucd ezc=z1va profiAt th=t
portion of th2 profit:, dzrived from coatracnz
v~lth t:he. fapzrtmoentz and subcnontract:, at-
tributable to the Ine sme a in valu of tba
cse= inventory. ror the purpozes of this
psramri the term "esxsce Invcnto.-y" mn.
Inventory of prcaucts, hereanbfore d:zzrxda
In tht, parraphi, acquircd by th2 contzrcto:
or sub:ontractor, In the form or at, the state
In rhich contracts for eulch pzoduaz o
hand and on contract would ba ezempit:2
from this- sertlon by subtl.ton (i) (1) (3;
or (Cl., vhich to In ezcm- of the nvanto-7
rcaznably nc:cz7ary to fulflS ezsztln com-
tracts or orders. That porton of the profit :,
dcrlvcd from contrcLU with the Dasprtmnnts
and cub: ntract, attributable to the Incre-
ment In value of the esceas inventory, and
the mctlicl o1 xescudln, such partion of
proflts from con=zcratlon In detcrnizim3
wh2ther or not the contractor or sub::n-
tractor hs re:circ or accrued czee a
profit:, chall ce determinc: In cacordance
with rguatlona prczibed by the B:=a.
In the case of a rcncgot2ta :n with reT:t,
to a fLs:2l ycar ending prh-r to July 1, 19-3,
the ozrtion of the prolli, d&rved from con-
trzacts- with the flcpsrtmontz and cstibson-
tactz, attributable to the Increment in value
of the ecs3cs Inventory shall (to the estent
tuch portion dcca not exc:cd the ezcc:3- a
profits dctermlncd) be crc:dtcd or refunded
to the contractor or sutzontractor, aud in
case the detenn~ation of ceesiva proflts
waa made prior to the date of the enactment
of the Revenue Act of 1M3, such cre.=t or
refund shall be made not ith:andi n; sh
dctormInation is emb.-dlc In n c!reemsntS
with the contractor or sub:ontractor, but In
either ca:e such crcdt or refund shall be
m2ae only i the contr ctor or subzontrartor,
within ninety d2ys after the date of -the
enactment of the Revenue Act of 1543 ,:Ez
n claim thrcnfor with the SecrEtzry con-
ccrned.

(hi Interpretation ard applcaffsr,$-
(1) Statement of general prznczpTP.e by
the Committee of Conference. The b=as
principles of tils esclusion are sat forth
in the following excerpt from the State-
ment of the Minare of the Committea
of Conference on the Revenue Act of
1943.

The profits rca2ls:d by a contractor or z-
contractor by rc=: n of the Incrcrant In
value of his "-=wa Inventory of the m te-
rals lcarrlbcd In aubactfoz (t) (1) (B) oz
(1) i1 (C), Ia the form or state in walsh
contracts therefor cre ci:imte:t und r cuza
su1; srtlonz, to the ertent ib', such profits
are aplcsbh!o to cont-acts, with the dz1szs-
zmts or scnont-.r.ctz. chall he ezclu:1ad
from cons!dratlon In determini~ng ezeaaa.;73
profut. Tire test as to w-hethsr or not csn
contr-actor or subzontracto. li-c- e n-ss in-
vcntory of suc.h matertils turns upon rhezther
or not the contractor or sub:ontracor ha in
Inventory quntities of euca mztzi lz In en-
cas of the amount rca-zsonaby ncsassary to
fulfill enmicin contractz or order. The
mothe-d of dtcerminlng the portion of tioe
profits applIcble to contractzwth the de-
p2rtmcnts or subrontracts rc a£zd by reaso n
of the Increment In value of an e;zes invan.
tory and the methcd of excludig zuslh p)r.
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tion 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 1p
1943, the portion of the excess inventory (to
the extent it does not exceed the excessive
profits determined) shall be credited or re-
funded to the contractor or subcontractor.
Where the determination of the excessive%
profits was made prior to the date of the Rev-
enue Act of 1943, such credit or refund shall
be made whether or not the determination is
embodied in an agreement with the con-
tractor or subcontractor. In all such cases
the credit or refund will be made only if the
contractor or subcontractor within 90 days
after the date of the enactment of the Rev-
enue Act of 1943, files claim therefor with the
secretary concerned.

The following example wil show how the
amendment operates. A has, through the
purchase of long cotton, 600,000 pounds of
cotton on hand on a 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. A
thus has a long position of 500,000 pounds of
cotton. The next contract that A takes is for
Government goods and requires the use of
500,000 pounds of such cQtton. On the day
A takes the Government contract, the cur-
rent market price of such cotton is 15 cents a
pound. In such a situation A has placed
himself in a position to realize an inventory
profit of $25,000. This inventory profit, if
realized, is not a manufacturing profit, but
is in the nature of an investment or specula-
tive profit which could be realized. It has
no relationship to the profits to be derived
from the Government contract, and, there-
fore, represents a profit ,from an excess in-
ventory, whicb, is excluded from renegotiation
under the amendment.

The same situation might also apply in the
case of a tobacco and cigarette manufacturer.
Suppose for example, when the tobacco mar-
kets opened in the fall of 1942 A had on hand
20,000,000 pounds of tobacco of the 1940 crop,
20,000,000 pounds for the 1941 crops, and A
then went into the market and bought some
20,000,000 pounds of 1942 grown tobacco, al-
though his existing orders would not cause
him to expect to nianufacture more than
26,000,000 pounds into cigarettes. He thus
has an excess inventory of 40,000,000 pounds
of tobacco, and his case would fall within the
amendment.

(2) Definitions. For the purposes of
this section the following definitions shall
apply'

(I) Materials. Materials are products
described in §§ 1603.344-1 and 1603.344-2
(of the grade, class and type to be used
by the contractor or subcontractor in ful-
filling contracts with a Department or
subcontracts for processed or finished
goods under which the amounts received
or accrued are subject to renegotiation)
acquired by the contractor or subcon-
tractor in the last form or state in which
contracts therefor are exempt under the
provisions set forth in those sections.

(Ii) Inventory. Inventory is the quan-
tity of materials on hand or under con-
tract for purchase (including the quan-
tity of such materials, adjusted for waste,
contained in the work in process inven-
tory and the inventory of uninvoiced fn-
ished goods) reduced by the quantity of
materials under contract for sale. It
should be noted that profits or losses from
the sale of materials are excluded from
renegotiation under the raw material
and agricultural commodity exemptions
and that such transactions must be con-
sidered separately in the application of

the regulations in this part. A contract
for purchase or a contract for sale is a
colitract under the terms-of which (a)
the quantity, the delivery of which the

*buyer is committed to accept, is certain,
(b) the time limits in which such fixed
quantity is to be delivered are certain,
and (c) the price is certain or is to be
made certain solely by factors existing
at a time specified in the contract. Spe-
cial or unusual contractual arrange-
ments with respect to the acquisition or
disposition of materials or finished or
processed goods will be given special con-
sideration in acordance with the facts
-in the individual case.

(iii) Existing contracts or orders. Ex-
isting 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.

(iv) Excess nventory. Excess inven-
tory is the inventory of materials which
is in excess of the quantity reasonably
necessary to fulfill existing contracts or
orders.

(v) Replacement value. Replacement
value of excess inventory is the value of
such excess inventory calculated by de-
termining as of the date on which the
contractor or subcontractor enters into
a contract with a Department or sub-
contract, under which the amounts re-
ceived or accrued are subject to rene-
gotiation, the market value of the ma-
terials 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. Any factors
tending to establish a fair market value
may be taken into consideration. If pur-
chase prices or quotations for the par-
ticular grade, class and type are used, it
will be required that the source of the
information be satisfactory and that
the date of the quotation or sale be with-
in a reasonable time of the date of the
contract. Inasmuch as the calculation
of excess inventory is made on a month-
ly basis, a weighted average of the mar-
ket prices existing during each month
may be used.

(vi) Increment zn value. Increment
in value is the amount by which the re-
placement value of the portion of the
excess inventory (such excess being ap-
plied first to the inventory of material
before any processing, to the extent that
it can be absorbed thereby) allocated to
the fulfillment of renegotiable contracts
or qubcontracts, exceeds the cost of such
portion of the excess inventory as deter-
mined by the method of accounting
which was or is being used in actual
renegotiation.

(3) Time for determining excess n-
ventory. Accounting for the purposes of
determining excess inventory will com-
mence as of the beginning of the month,
four weeks period, or other similar period
of accounting employed by the contrac-
tor or subcontractor, in which the con-
tractor or subcontractor entered into the
first contract with a Department or sub-
contract under which any part of the
amounts received or accrued were sub-
ject to renegotiation. Subsequently, ex-
cess inventory will be determined as of
the beginning of each month, four weeks

period, or other--similar accounting pe-
riod in which the contractor or subcon-
tractor enters into contracts with a De-
partment or subcontracts under which
the amounts received or accrued are sub-
Ject to renegotiation. If no excess In-
ventory is found to exist at the begin-
ning of the month, It shall be deemed
that none existed throughout the month.
If excessm inventory is found to exist at
the beginning of the month, transac-
tions within that month shall not be
deemed to increase the amount of such
excess inventory as computed at the be-
ginning of the month, until new com-
putations at the beginning of the suc-
ceeding month shall be made. It will
not be necessary to calculate actual
physical inventories and orders on hand
at the beginning of each month; a cumu-
lative calculation may be made by ap-
plying the purchases made and orders
taken in each month to the position at
the beginning thereof, until the date of
the succeeding physical inventory. The
Department may in its discretion allow
a contractor or subcontractor to deviate
In individual cases from the monthly
basis described above, if. available rec-
ords are considered to be such that some
other basis (daily, weekly, etc.) will more
accurately bring out the facts In the
case. Whatever basis is approved must
be used consistently throughout the
fiscal year.

(4) Treatment o excess inventory.
Upon the establishment of the existence
of the excess inventory, such inventory
is deemed to be the inventory first used
by the contractor or subcontractor
thereafter, and shall be allocated pro-
rata between contracts with the Depart-
-ments and subcontracts taken during
the month under which the amounts
received or accrued are subject to re-
negotiation, and other contractS, to the
extent that such contracts and subcon-
tracts require the use of the material,
up to the end of the month in which the
excess inventory is exhausted.

(5) Excluszon of profits attributable
to increment in value o1 excess inven.
tory. In any Case In which It appears
that profits attributable to the incre-
ment in value of the excess Inventory
may exist, a tentative determination of
excessive profits, will be made without
regard to this provision. The tentative
excessive profits, 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 determining the portion of
the profits attrlbutablg to the increment
in value of the excess Inventory which
is to be so excluded, replacement value
shall be allowed 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 ac-
crued under such contract or subcon-
tract during the fiscal year. If, for tile
fiscal year, profits derived from con-
tracts with the Departments or subcon-
tracts under which the amounts received
or accrued are subject to renegotiation,
attributable to Increment in value of the
excess inventory, exceed losses drived
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from such contracts or subcontracts at-
tributable to decreases in value of the
excess Inventory, such excess of profits
over losses will be excluded in deter-
mimng excessive profits. ERR. 344.43

§ 1603.344-5 Packaging materals and
containers. If there are delivered to a
Department end products, contracts for
which are exempted from renegotiation
under subsections (1) (1) (B) or (C)
of the 1943 act relating to certain raw
materials or agricultural commodities,
the exemption of the end products ex-
tends to and includes the packages or
containers in which the end products are
delivered to the Department. (See
§§ 1603.333-3 (a) 1603.333-4 (a) and
1603.347-2 (a) and (c).) ERR 344.53

§ 1603.345 Contracts or subcontracts
with tax-exempt charitable, religius and
educational institutions. ERR 3453

§ 1603.345-1 Statutory exemption.
Subsection () (1) (D) of the 1943 act
provides that it shall not apply to:

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

ERR 345.13
§ 1603.345-2 Internal Revenue Code.

Section 101 (6) of the Internal Revenue
Code exempts from taxation:

(6) Corporations, and any community
chest, fund, or foundation, organized and
operated exclusively for religious, charitable,
scientiftc, literary, or educational purposes, or
for the prevention of cruelty to children or
animals, no part of the net earnings of which
inures to the benefit of any private chare-
holder oi mdividua, and no substantial part
of the activities of which Is carrying on
propaganda, or otherwise attempting, to In-
fluence legislation.

ERP 345.2]

§ 1603.346 Construction con tracts
awarded as a result of competitive bid-
ding. MR 346]

§ 1603.346-1 Statutory exemption.
Subsection (i) (1) (E) of the 1943 act
provides that it shall not apply to:

(E) any contract with a Department,
awarded as a result of competitive 'bidding.
for the construction of any building, struc-
ture, Improvement, or facility.

ERR 346.1]
§ 1603.346-2 Interpretation and appli-

cation of exemption. (a) This section of
the 1943 act is appliacble only to
amounts received or accrued for fiscal
years ending after June 30, 1943 (regard-
less of the date when the contract was
made) under any contract which meets
all of the following conditions:

(1) The contract is a contract with a
Department (I. e., is a prime contract).
The exemption has no direct applicability
to subcontracts--but see § § 1603.347 and
1603.356-2 for the principles governing
exemption of subcontracts under-prime
contracts as to which this exemption is
applicable.

(2) The contract is for the construc-
tion of a building, structure, improve-
ment or similar facility. A contract will

__be deemed to be for the construction of
a building, structure, improvement or
similar facility if the subject matter of

- the contract Is the contruction or In-
stallation of the whole or any Integral
part of a building, structure, Improve-
ment or similar facility. The ex.emption
has, however, no applicabilIty to con-
tracts for the furnishing of materials or
supplies, as such, even If such materials
or supplies are to be ued In the con-
struction of a building, structure, im-
provement or similar facility; nor has
the exemption any applicability to con-
tracts for the furnishing of machinery
or equipment which has or may have a
productive function In connection with
processing.

(3) The contract was awarded as a
result of competitive bidding. A con-
tract will be deemed to have b:en
awarded as a result of competitive bid-
ding only if (I) there h= bc:n pub-
lished advertising or such other collcita-
tion for bids as would open the bidding
to all qualified bidders who could lve
been reasonably expected to bid on a job
of the size, character and location con-
cerned, il) bids are received from two
or more independent, responsible and

-qualified bidders in actual competition
with each other, (1) the contract is let
to the lowest qualified bidder, and (iv)
the contract price was not in ex ccs of
the low bid received.

(b) In distinguishing a contract for
the construction of a building, struc-
ture, Improvement or similar facility
from a contract for the furnishing of
machinery or equipment a- dcezribed
in paragraph (a) 2) of ths sec-ion,
regard is to be had to the subject mat-
ter of the contract. To the c:tcnt that
the subject matter of the contract in.
volves the furnishing or the furnhung
and Installation of machi1nery or equp-

- ment which has or may have ue in
processing, within the principler stated
In § 1603.333-3, the contract will not be
deemed to be a contract for the con-
struction of a building, structure, Im-
provement or similar facility, but will ba
regarded as a contract for the furnish-
ing of machinery or equipment, in ac-
cordance with the principlea vet forth
In §§ 1603.335-2 b) and 1C03.335-2 (e)
In a case where the construction or in-
stallation of the whole or apy Integral
part of a building, structure, Improve-
ment or similar facility and the furnizh-
Ing of machinery or equipment are em-
braced within a single contract, the un-
dertaking for the construction or in-
stallation of the whole or any integral
part of the building. ctructure. improve-
ment or similar facility may b,- revered
from the undertahing to furnh the
machinery or equipment and an appro-
priate finding made a- to that portion of
the entire contract wdch may properly
be deemed exempt.

(c) If a construction contract 1i ex
empt from renegotiation under the pro-
visions of this section, all modifying In-
struments thereto providing for addi-
tional or different construction of build-
ings, structures, Improvements or facili-
ties to be performed at or adjacent to
the sit i of the original project are con-
sidered a part of the original construc-
tion contract and therefore are exempt
from renegotiation: Prorldcd, Ihoircvr,
That the aggregate contract prices ofall

Such modifying I.nstruments do not ex-
csd one-third of the contract price of
the or7na comtruction contract.

(d) Datermination whether this ez.-
emption I, applicable to any prticular
prime contract shall be made, unn the
baus of the principles referred to in tha
preceding para.1aphs of this section,
by the renegotiation agency of the Dz-
partment or Service condurting the re-
negotiation in which such contract is in-
volved. except as provided in § 133m47-2
(bl. The renegotiation agency of each
Dpartment or Service ,hall mawtai _
central 0e with respect to determina-
tions made bylt a, to thle eempt or noi-
exer.mpt status of prime contracts. [RR

MU103.7 Sabcontract.s rndrr exsr-pt
contracts and subeantracto. [R r 371

16032.47-1 Statutory excwrpfftn.
Sub::ction fil (1) (P) of the 1943 Act
provides that it shall not app!y to:

1F) any sub:ontrezt, dirctly o. inIrc-xy
lintcr a cintraet or cuT.:,ontrct, ta v-±1cix
thi c:cton dc=: not rp.17y by re--=n cz tzjI_
paraph.
ERR 3417.1]

C,1603.3417-2 Intcrprceation avri app7i-
catfn of crcmplion. () It should be
noted that the ezemption applies only
where the subcontrzct is under a con-
tract or subcontract exempted by para-
graph (1) of subsection (I) of the 1043
act. Thus, subcontracts under prime
contracts or sub.ontracts exemptse
under the discretionary exemptons au-
thoriz:d by cubsection (is (4) of the 1G.3
act, the exemption measured by rensro-
tiable volume under subsaetion (c) (6)
or any other exemption or excluIon con-
ta d in the 1243 act, are not ezempt-E
by this provizion. fSe 160324a-5j

(b In any care In which the renego-
tiable status of a subcontract, depenas
unan the exempt or non-exempt status
fby reason of the p3.sible application of
. 1603246-2 1 of a prime contract, the
proczdure shall be as follows: The Da-
partment or Service conducting the re-
ncgotiation in which such subcontract is
Involved chall mase direct inquiry of the
rengotlatiou agency of the Department
or Scrv1ce to vhich the contractor having
the prime contract has been assigned for
renegotiation, as to any determination
made with respect to the exempt or non-
exempt status of cuch prime contract. IC
no cuch dctermination has been m=ad,
then the renegotiation agency of the
Departm nt or Srvice to which tha
prime contractor iz as sgned (or was as-
s'n _d, If the assignment has been can-
celled) for rnezotiation shall, as exedi-
tlouly as po:zble and without awatin
completion of rcnegotiation with the
prime contractor, determine the exemipt
or non-cxcmpt t3tus of such prime cou-
tract and chal promptly advise the D-
partment or Service conaucting the r.,-
neotiation in which the subeontract in
que:tion is involved. If the prime coa-
tractor has not b en, and will not b-,
asigned for renrgotiation, the Depart-
ment or Szrvlcc conducting the reneg o-
tiation In which such 0bcontract is in
volved shall mahe direct incuiry-of the
rene.-otiation agency of the Dapzrtm.at
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or Service which awarded the prime con-
tract, which shall promptly make a deter-
mination of the exempt or non-exempt
status of such prime contract and advise
the Department or Service conducting
the renegotiation in which such subcon-
tract is Involved. A determination made
with respect to the exempt or non-
exempt status of the prime contract shall
be controlling with respect to the exempt
or non-exempt status of the subcontract.

(c) Subcontracts for the furnishing of
packaging materials and containers in
which there are delivered materials or
products which are exempt from renego-
tiation under the provisions of subsec-
tions (i) (1) (B) or (C) of the 1943 act,
relating to certain raw materials or agri-
cultural commodities or which are other-
wise exempt under paragraph (i) (1) of
the 1643 act (see §§ 1603.333-3 (a)
1603.333-4 (a) 1603.344-5 and 1603.347-2
(a)) constitute subcontracts under ex-
empt prime contracts and are exempt
from renegotiation under the provisions
of subsection (i) (1) (F) of the 1943 act.
IRR 347.2]

§ 1603.348 Annual receipts under stat-
utory minimum. [RR 348]

§ f 603.348-1 Statutory provision Sub-
section (c) (6) of the 1943 act provides:

(6) This subsection shall be applicable
to all contracts and subcontracts unless
(A) the contract or subcontract provides
otherwise pursuant to subsection (1) or is
exempted under subsection (1) or (B) the
aggregate of the amounts received or ac--
crued in such fiscal year by the contractor
or subcontractor and all persons under the
control of or controlling or under common
control with the contractor or subcontractor,
under contracts with the Departments and
subcontracts (including those described in
Clause (A), but excluding subcontracts de-
scribed in subsection (a) (5) (B)) do not
exceed $500,000 and under subcontracts de-
scribed 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]

§ 1603.348-2 Computation of aggre-
gate receipts and accruals. (a) In order
to qualify for this exemption a contractor
must meet two conditions: z

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

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

(b) Affiliate is used in § 1603.348 to re-
fer to a person who controls or is con-
trolled by or under common control witlh
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 in § 1603.348. For the purpose of ap-
plying this provision of the act gross re-
ceipts and accruals will be computed
without the elimination of inter-com-
pany sales.
- (c) When the fiscal years of the re-
spective members of the affiliated group
differ, the test will be whether, during
the twelve "months period (or fraction
thereof) which is the fiscal year of the
member of the group being considered for
renegotiation, the group had gross re-
ceipts or accruals In excess of the statu-
tory minimum.

(d) If the contractor meets one of the
conditions referred to in subdivision (a)
hereof but not the other, renegotiation
will be conducted oily with respect to
hi contracts and subcontracts as de-
fined in subsection (a) (5) (A) of the
1943 act or with respect to his subcon-
tracts as defined in subsectioni (a) (5)
(B) of the 1943 act, as the case may be,
as -to which the condition is not met.
[RR 348.2]

§ 1603.348-3 No reduction by refund
below exemption. (a) In connection
with the renegotiation of contracts and
subcontracts (other than subcontracts
referred to in subsectibn (a) (5) (B)
of the 1943 act), no determinatioff of
excessive profits after adjustment for
state income taxes shall be made in an
amount greater than that which, when
deducted from the aggregate amount of
gross receipts-or accruals referred to in
§ 1603.348-2 (a) (2) will reduce them be-
low $500,000.

(b) In connection with the renegotia-
tion of subcontracts referred to in sub-
section (a) (5) (B) of the 1943 act, no
determination of excessive profits after
adjustments for state income taxes shall
be made in an amount greater than that
which, when deducted from the aggre-
gate amount of gross receipts or ac-
cruals referred to in § 1603.348-2 (a) (1)
will reduce them below $25,000.

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

(d) In the renegotiation of contrac-
torn who are subject to renegotiation
by reason of the- common control pro-
visions of the 1943 act (see § 1603.348-1)
the refund may reduce the aggregate
amount of gross receipts or accruals of
any member below the floor specified in
paragraph (a) or (b) of this section but
the aggregate of the recoveries from such
contractors after adjustment for state
income taxes must not reduce the com-
bined adjusted sales of the contractors
below the nnmmum referred to in this
section. In the case of companies re-
negotiated on a consolidated basis the
combined adjusted sales will be computed
without the elimination of inter-com-
pany sales (see § 1603.348-2 (b)

(e) In applying the ,provisions of this
§ 1603.348-3 to any case in which an
adjustment for-state income taxes is re-
quired (see § 1603.389), excessive profits

-shall first be determined and the appro-
priate adjustment for state income taxes
shall be made without regard to any

limitations Imposed by this section upon
the amount of refund. The limitations
of this section shall then be applied In
determining the amount to be refunded.
[RR 348.31

§.4603.348-4 Tests of "control" In
determining whether the contractor
controls or Is controlled by or under
common control with another person,
the following principles should be fol-
lowed:

(a) Corporate control. A parent cor-
poration which owns more than 50% of
.the voting stock of another corporation
controls such other corporation and also
controls all corporations controlled by
such other corporation.

(b) Individual control. An individual
who owns more than 50% of the voting
stock of a corporation controls the cor-
poration and also controls all corpora-
tions controlled by the corporation.
(c) Partnership control. A general

partner who is entitled to more than
50% of the profits of a partnership con-
trols the partnership.

'(d) Joint venture control. A Joint ven-
turer who is entitled to more than 50%
of the profits of a Joint venture con-
trols the Joint venture.

(e) Other cases. Actual control is a
question of fact. Whenever It is believed
that actual control exists even though
the foregoing conditions are not fulfilled,
the matter may be determilned'by the
Department or Service conducting the

-renegotiation. [RR 348.4]

§ 1603.348-5 Subcontracts under con-
tracts exempt'under the statutory mini-
mum. Sales under subcontracts are not
exempt solely because the purchaser Is
a contractor who is exempt because his
annual receipts and accruals are under,
the statutory minimum, since the ex-
emption of subsection () (1) (F) of the
1943 act Is limited to subcontracts under
contracts and subcontracts exempt by
reason of subparagraph (1) of paragraph
(t) of the 1943 act. (See § 1603.341-2.)
[RR 348.5]

SUBPART E-PERISSIVE EXEMPTIO S
FROM REVEGOTIATION

§ 1103.350 Scope of subpart. The
preceding subpart deals with mandatory
exemptions and exclusions from the op-
eration of the Renegotiation Act of 1943,
The act contains certain provisions au-
thorizing the War Contracts Board, or
persons to whom Its authority shbll be
delegated, to exempt other contractp and
subcontracts from the operation of the
act. This subpart will deal with these
permissive exemptions. Such exempted
contracts are excluded from considera-
tion in determining whether excessive
profits have been realized and the amount
thereof, but are not excluded in deter-
mining whether the contractor is sub-
ject to renegotiation inder subsection
(c) (6) (See § 1603.324.) [RR 350]

§ 1603.351 Contracts and subcontracts
to be 'performed outside the United
States. [RB 351]

§ 1603.351-1 Statutory authority,
Subsection (1) (4) of the 1943 act au-
thorizes the War Contracts Price Adjust-
ment Boarg, in Its discretion, to exempt
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from some or all of the provisions of the
act

(A) any contract or subcontract to be per-
formed outside of the territorial limits of
the continental United States or In AlaskIa.

ERR 351.1] .0

§ 1603.351-2 Exemption. (a) Each
contract or subcontract to be performed
outside the territbrial limits of the con-
tinental United States, outside the terri-
tones of Alaska and Hawaii, outside the
Panama 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
authority to whom power to exempt in-
dividual contracts under subsection (I)
(4) (A) of the 1943 act has been or may
be delegated or redelegated:

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

(2) That the procurement program of
the United States in foreign countries
will not be adversely affected by such re-
negotiation, and

(3) That such renegotiation will not
otherwise be contrary to the interests of
the United States.

(b) In determining whether the pro-
curement program of the United States
in foreign countries or the interests of
the United States generally will be ad-
versely affected by such renegotiation,
it is consiaered iesirable that representa-
tives of the Department of State of the
United States be consulted, if practica-
ble; such consultation shall not, however,
be essential to the valid renegotiation of
any contractor or subcontractor.

(c) 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 rene-
gotiation cla use. ERR 351.2]

§ 1603.352 Contracts and subcontracts
where profits determinable when price
established. ERR 352]

§ 1603.352-1 Statutory authority. Sub-
section (i) (4) of the 1943 act authorizes
the War Contracts Price Adjustment
Board, in its discretion, to exempt from
some or all of the provisions of the act:

(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 servces, for the purchase of real
property, perishable goods, or commodities
the minimum price for the "le of which has
been fixed by a public regulatory body, of
leases and license agreements, and of agree-
ments where the period of performance under
such contract or subcontract will not be In
excess of thirty days;

ERR 352.1]
§ 1603.352-2 Exemptions. (a) In the

opinion of the War Contracts Price Ad-
justment Board, the profits from the fol-
lowing contracts or portions thereof can
be determined with reasonable certainty
when the contract price is established
and such contracts or portions thereof
are accordingly exempted from the pro-

visions of the Reneotated Act to the
extent herein provided:

(1) Contracts and subcontract3 for the
sale or lease of any interest In real estate
(see § 1603.335-1), or

(2) Contracts and subcontracts for the
sale or exchange of tangible property
used In the trade or buselc-n of the
vendor, with resl:ect to which deprecia-
tion Is allowable under section 23 M., or
amortization is allowable under cetion
124, of the Internal Revenue Code mot
Including stoc in trade of the vendor or
other property which would prop-rly be
included in the Inventory of the vendor
If on hand at the close of his fizcal year,
or property held by the vendor primarily
for sale in his trade or busin:zs or

(3) Contracts for the cale of vczsels
and their equipment, other than con-
tracts for the construct!on of vezzels.

(4) Such portion of contracts for the
lease of vessels and their equipment,
which proiides tas In bareboat charters,
for a rental for the bare use of the vz:-el
and its equipment 'herein called the "ue
rate") or which provides fas In time
charters)- for a use rate, as ditinguished
from compensation for the cervicea to be
rendered by the contractor under the
time charter (herein called the "service
rate") provided that where the tume
charter contains no zegregation of the
contract price between the u rate and
the service rate, the apportionment of
the contract price between the use rate
and the service rate may be made by the
Department conducting the renegotia-
tion. In connection with such appor-
tionment consideration may be givin to
the Report of the Advisory Board on Just
Compensation, established by the Presi-
dent on October 15, 1943, by Executive
Order 9387, which report dated Dacem-
ber 7, 1943, established rule3 of general
applicability for the guidance of the War
Shipping Administration in determining
just compensation to be paid for all ves-
sels requisitioned, purchased, chartered
or insured by the said Adminitration,
and General Order 37 of the War Ship-
ping Administration (9 P.R. 3'00o and
any supplements and amendment3
thereto, to the extent the came may be
applicable to such ve =els and their
equipment. Nothing contained in this
subparagraph (4) shall be deemed to uc.-
empt from renegotiation contracts com-
monly known as "space chartcrs" or the
service rate in time charters, re:ardlez3
of whether the vessel involved was requi-
sitioned by the Government or any
agency thereof.

tb) The words "when the contract
price is establilhed" In sublcetlon #Ii
(4) tB, of the Renegotiation Act and
In the preceding subdiv1on of this par-
agraph are a qualification upon the ccope
of the exemption, and contemplate that
the contract or subcontract price rhall bg
established at the time the contract or
subcontract is entered into. According-
ly, this exemption extends only to con-
tracts and subcontracts under which the
price is a fixed or determinable amount
at the time the contract or subcontract
is entered into, and does not apply to
any contract or subcontract under which
the price, at the time the contract or sub-

contract 13 entered into, is contingent
up3n a zub:suent event or I3 thereafter
to b2 dctermined by reference to -v n-
able element; (as, for ex.ample, the laszsie'z
,2les or profitz)
(0 For an exemption relating to cer-

t3in contracts and subrontrcts involv-
ing electric porer, gas, transportation
and communicatlons and sub:ontrzts
thereunder, sa.e, 1603.3s4 For an e:-
emption relating to perishable fools, S3_3
r 103.C43. ERR 35221
, 1103.353 Mica contract prarzswnrs

adcqruate to prcvent cxzesva proff,.
ERR 3531

Z 1(03.353-1 Statutory authority.
Sub=section $1) (4) of the 1!o43 act au-
thori=z the War Contracts Price Ad-
iuztmen ts Board, in its dLcretion, to ex-
emPt from some or all of the provLions
of the act:

WC) any contract or cub:ontract or per--
formmnc thercunder during a cp:7If l:d :-
rl~i or rcryol:, if in tie opinion of thi E rdl
the provI=zIo of the contract are otirnrs
adciuate ta-prercnt ExcezzJve prafits-.
ERR 353.1]

f 1603.353-2 R9quets for exemrffny .
Rcquests for exemption of particrulr
contracts and subzontracts should ba
directed to the procurement omciaIs of
the Department concerned, and not to
the War Contracts Bo]ard. ERR 35321

3 ,1603.354 Contracts and subc n-
tract. for standard commercial artict:s.
MR. 0541

LG03254-1 Statutory authority. (a)
Subsection fit 041 of the 1943 act an-
thonizs the War Contracts Price Adjust-
ment Board, in its discretion, to exemunt
from come or all of the provisions of
the act:

ID) any contract or subcontract fo: the
maXng or furnlling of a ctandard comme:-
clal article, if. In the opinion of the E zd.
camuCtItIve conditions agn-ting the szaI of
auch article are -ch as will r-zzably pzo-
tczt the Gvernmaent cs-ln csmste
priec:z

Ib) Subsection saj (7) of the 1943 act
prowides:

17) The tm 'a~tandard comnrarLal cz-
tidce" mm=z an artip.cl-

IA) vhach l Identical In e-.,- matna-l
rc'_'::t vath an article vlcla =5s r--
facturcl and adand In gmacl caia
Intiuatxi s, or commercial u:2 p.-o: to Tanu-
ary 1. 1010.

(B) rhilch t3 IdcntIcal in etery ma tene
rp:zyt V.1h an artice r Auh I: manufz:-
turcd and cold, as a competiti-e pro luct, T,:
more tM= one marntfacturcr. o Thisa ia an
article of the, sme inld a-ni ha-in:- tree
ame uz* or uz2as as- an aIrtIc sMsamcf:tti:d
and ci!d, a a competitive prc:luc, b7, m:5
tf2n one manufacturer, and

(C) for r hIch a m2znamum pric: has t::n
cezT:lI:c:l and Is in cZi:.t undcr the nez-
goncy PrIc2 Control act of 1042, a- m :Iz
or under the Act of 0:tobir 2, I04-2 cnLtTd
"An act to amend the Lincrgeacv Price, C-s.-
trol Act of 1042, to aid In prantin' f-
tMon, and for other purp:zzs' oz maiLcI is
rold at v pricc not in E-ca= of the Jc muzy
1,.1041. sa~ling prIce.

An a icle made in rcho!- or in part of ul 7-
catit it m criLs- buthr identi=l in
ecrc.y metecial roc-y-t vath the articlez --i a
v.lilcll It Is compazrca under uprs.
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(A) and (B) shall be considered as identical
in every material respect with such article
with which it Is so compared.

(c) Subsection (1) (2) of the 1943 act
provides:

(2) The Board is authorized by regula-
tion * * * to Interpret and apply the
definition contained in subsection (a) (7).

ERR 354.11
§ 1603.354-2 Interpretation and ap-

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

(b) 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 Rlnegotition
Act indicated that the productiorL 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 ex-
isted by reason of the fact a partictular
article constituted a standard commer-
cial article or was sold under OPA ceiling
prices. Furthermore, it is to be noted
that the fact that an individual con-
tractor may not be making excessive
profits on such an article is of little sig-
nificance. The status of the individual
contractor is more readily dealt with
through renegotiation where he can be
given a clearance if after examination it
is found that no excessive profits exist
In the particular case. Accordingly, in
order that useless requests for exemp-
tion may be avoided, it should be noted
that exemptions under section 403 (i)-
(4) (D) can only be made where com-
petitive conditions ,have been such as
reasonably to protect the Government
against excessive prices and on the basis
of broad national conditions and consid-
erations and after complete research and
development of the factual and legal
questions involved.

(c) For exemptions under the stand-
ard commercial article exemption, see
§ 1608.845. ERR 354.21

§ 1603.355 Contracts and subcontracts
when effective competition is likely to ex-
ist. ERR 3551

§ 1603.355-1 Statutory authority. Sub-
section (1) (4) of the 1943 act author-
izes the War Contracts Price Adjustment
Board, in its discretion, to exempt from
some or all of the provisions of the act:

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

ERR 355.1]
§ 1603.355-2 General interpretation of

exemption. The War Contracts Board

will make exemptions under this provi-
sion only as to classe or types of con-
tracts on the basis of the subject matter
with which the contract or subcontract
is concerned. Exemptions by the Board
will be based upon broad national condi-
tions and considerations and will be lim-
ited to those fields where, in the opinion
of the Board, not only do competitive
conditions exist, but the competition is
such that it may be presumed to be effec-
tive in the sense of producing fair and
reasonable prices for the Government
and in generally eliminating excessive
profits. ERR 355.2]

§ 1603.355-3 Application of exemption
to construction contracts and subcon-
tracts entered into subsequent ta June
30, 1943 and before January 1, 1944. (a)
The War Contracts Board has found that
competitive conditions affecting the
making of construction contracts and
subcontracts entered into subsequent to
June 30, 1943, were such as to result in
effective competition with respect to the
contract or subcontract price where all
of the following conditions exist,

(1) The contract or subcontract is for
the construction of a building, structure,
Improvemeift or similar facility. A con-
tract or subcontract will be deemed to be
for the construction of a building, struc-
ture,,improvement or similar facility if
the subject matter thereof is the con-
struction or installation of the whole or
any integral part of a building, structure,
improvement or similar facility. The ex-
emption, has, however, no applicability
to contracts or subcontracts for the fur-
nishing of materials or supplies, as such,
even if such materials or supplies are-to
be used in the construction of a building,
structure, improvement or similar facil-
ity, nor has the exemption any applica-
bility to contracts or subcontracts for
the furmshing of machinery or equip-
ment which has'or may have a produc-
tive function in connection with process-
ng;

(2) The contract or subcontract did
not constitute a substitute for or a re-
vision or extension of an existing con-
tract or subcontract entered into on or
before June 30, 1943;

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

(4) Bids were received from two or
more independent, responsible and qual-
ified bidders in actual competition with
each other and -

(5) The contract or subcontract was
let to the lowest qualified bidder, at a
price not in excess of the low bid;
or where the subcontract is a construc-
tion contract which (I) meets the condi-
tions prescribed in subparagraph (1)
above, and (i!) is a subcontract under a
contract or subcontract exempt from re-
negotiation under the foregoing provi-
sions of this § 1603.355-3. Accordingly,
the War Contracts Price Adjustment
Board, in accordance with subsection (i)
(4) of the Renegotiation Act, has ex-
empted such contracts and subcontracts
from all of the provisions of the act.

(b) In distinguishing a contract or
subcontract for the construction of pv-

building, structure, improvement or fa-
cility from a contract or subcontract for
the furnishing orinstallation of machin-
ery or equipment, the principles of
§ 1603.346-2 (b) will be followed.

(c) If a construction contract or sub-
contract is ,exempt from renegotiation
under the provisions of this § 1603.355-3,
all modifying instruments thereto pro-
viding for additional or different con-
struction of buildings, structures, Im-
provements or similar facilities at or
adjacent to the site of the original proj-
ect are considered a part of the original
construction contract or subcontract and
therefore are exempt from renegotiation:
Provided, however, That the aggregate
contract prices of all such modifying in-
struments do not exceed one-third of
the contract price of the original con-
struction contract or subcontract.

(d) Determination whether this ex-
emption is applicable to any particular
prime contract shall be made, upon the
basis of the principles referred to in the
preceding paragraphs of this section, by
the renegotiation agency of the Depart-
ment or Service conducting the renego-
tiation in which such prime contract is
involved. The renegotiation agency of
each Department or Service shall main-
tam a central file with respect to de-
terminations made by it as to the ex-
empt or non-exempt status of prime con-
tracts. In any case In which the rene-
gotiable status of a construction subcon-
tract is dependent upon the applicability
or nonapplicability of the provisions of
this section to a prime contract, the pro-
cedure to be followed shall be the same
as is provided in § 1603.347-2 (b) If the
exempt or non-exempt status of a con-
struction subcontract is not dependent
upon the status of a prime contract, then
the renegotiation agency of the Depart-
ment or Service conducting the renego-
tiation in which such subcontract is in-
volved shall determine the exempt or
non-exempt status of such subcontract.
ERR 355,3]

§ 1603.355-4 Application of exemption
to construction contracts and subeon-
tracts entered into subsequent to De.
cember 31, 1943. The War ContractsJ
Board has found that competitive con-
ditions affecting the making of construe-
tion contracts and subcontracts entered
into subsequent to December 31, 1943,
were such as to result in effective corn-"
petition with respect to the contract or
subcontract price, and accordingly, the
Board, in accordance with subsection
(1) (4) of the 1943 act, has exempted
such contracts and subcontracts from all
of the provisions of the 1943 act. The
term "construction contracts and tub-
contracts" as used herein shall be con-
strued in accordance with the princlplesi
set forthIn § 1603.355-3 (a) (1) and (b)
ERR 355.4]

§ 1603.356 Subcontracts as to which
,it is not administratively feasible to de-
termine and segregate profits. IRR 3501

§ 1603.356-1 Styutory authority.
- Subsection (1) (4) of the 1943 act au-

thorizes the War Contracts Price Ad-
justment Board, In its discretion, to ex-
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erpt from some or all of the provisions
of the act:

(F) any subcontract or group of subcon-
tracts not othervise exempt from the pro-
visions of this section, if, in the opinion of
the Board, it Is not administratively feasible
in the case of such subcontract or In the
case of such group of subcontracts to deter-
mine and segregate the pofilts attributable
to such subcontract or group of subcontracts
from the profits attributable to activities
not subject to renegotiation.

ERR 356.1]
§ 1603.356-2 Exemption. (a) TheWar

Contracts Board has found that It is
not administratively feasible to deter-
mine and segregate the profits attribut-
able to activities subject to renegotiation
rom those not so subject in the case of

the following subcontracts:
(1) Subcontracts directly or indirectly

under a prime contract to which the
provisions of § 1603.346-2 are applicable
as to only a portion of the amounts
received or accrued therefrom, due to
the fact that a portion of such amounts
were received or accrued in a fiscal year
ending prior to July 1, 1943;

(2) Subcontracts directly or indirectly
under any modifying instrument of the
general type described in § 1603.346-2 (c)
(regardless of whether such modifying
instrument is exempted under that sec-
tion) which modifies a contract to which
the provisions of § 1603.346-2 are ap-
plicable; and

(3) Subcontracts for the construction
of a building, structure, improvement or
other similar facility directly or indirectly
under any modifying instrument of the
general type described In § 1603.355-3
(c) (regardless of whether such modify-
ing instrument is exempted from rene-
gotiation under § 1603.355-3)

The War Contracts Board has there-
fore exempted the foregoing subcontracts
from all the provisions of the 1943 act.

(b) Since the powers of the War Con-
tracts Board under subsection (1) (4) (F)
(§ 1603.356-1) are applicable only to
amounts received or accrued for fiscal
years ending after June 30, 1943, the
exemptions made by this section are ap-
plicable only to amounts received or ac-
crued under such subcontracts for fiscal
years ending after June 30, 1943.

(c) In determing whether a subcon-
tract is one for the construction of a
building, structure, improvement or other
similar facility, the principles of
§ 1603.346-2 shall be applied. ERR 356.2]

§ 1603.356-3 Cross reference. For an
exemption of subcontracts under certain
public utility contracts, see § 1608.842-6.
ERR 356.3]

§ 1603.357 Delegation of authority to
make permzsstve exemptions. (a) The
authority to make exemptions of con-
tracts or subcontracts under subsection
(1) (4) of the 1943 act by general classes
or types has not been delegated by the
War Contracts Board to each Secretary
except as referred to in paragraph (b).
The War Contracts Board has, however,
delegated to each Secretary authority to
make exemptions under this subsection
of individual contracts entered into pur-
suant to his authority, and subcontracts
under any such contracts (whether or

not such subcontracts are alzo zubcon-
tracts under prune contracts with other
Departments)

(b) With respect to patent liccmeo
agreements, more general authority has
been delegated to each Scerctary. (See
§ 1608.821-2)
(c) Such delegations of authority, how-

ever, must be exercicd in accordance
with interpretations of the 1943 act and
regulations relating thereto isucd by the
War Contracts Board. Alo, subject to
interpretations and rcgulations of the
War Contracts Board, the Secret=r to
whom an assignment for rencgotiation I-
made has authority to Interpret and ap-
ply exemptions under subecetion (i1 (4)
of the 1943 act. The Scecretari.3 have
been given full power to redelczate this
authority and to authorize further redel-
egations. (See §§ 1603.121-1 and 10O.-
821-2.1 ERR 3571

§ 1603.358 Rcquests for exemption.
All requests or petitions for the e:nemp-
tion by general clazses or types of con-
tracts and subcontracts for a standard
commercial article or of contract: or sub-
contracts where it is claimed there I-
"effective competition" or of other gen-
eral classes or types of contracts under
subsection (1) (4) of the 1943 act should
be made In writing in triplicate and ad-
dressed to the War Contracts Price Ad-
3ustment Board at the addres3 specfiled
in § 1607.791-5, and should be supported
by a full statement of facts setting forth
the basis for the requested exemption.
[RR 3531

SUBPART r-LnXTATIOS o:. CO,. =,i*ct-
=4T AID COMPLurIOl7 OF Ir*rGOxA-

TIONI

§ 1603.360 Scope of aubpart. The Re-
negotiation Act of 1943 contains certain
limitations on the commencement of re-
negotiation proceedinms and their com-
pletion, which will be outlined In thiL
subpart. The related subJect of termi-
nation of all renegotiation under the act
is covered by the succeeding Subpart G.
ERR 360]

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

(3) No proceeding to detcrmile the amount
of excemrve proflt ball be commenced
more than one year after the clo: of the
thcal year in which cuch cxc--=ivo prolita
were received or accrued or more than one
year after the etatem-rt required under
paragraph (5) Is fMled with the B ard, which-
ever is the later, and f such prcc:cding 1z
not so commenced. then upon the "olratlon
of one ycar following the doze of such fLeal
year. or one year follovwng the date uran
which such statement Is so flicd, whiesvcr
Is the later, all liablities of the contractor
or subcontractor for escczva proflt3 re-
ceived or accrued during such flczal ycar
shall thereupon be dLcharged. If an vgrc-
meat or order determining the amount of ca-
cessive proflts la not mad within one year
following the commencement; of the rene-
gotlation proceeding, then upon the cz1ra-
tion of such one year al liabillte3 of the can-
tractor or subcontractor for cxccazve proilts
with repect to which such proceedlg wz3
commenced Ehall thereupon be dachMgd.
except that (A) it an order is made within
such one year by the Eccretary (or an ofacer
or agency de3ignated by the Eccret:2y) pur-
suant to a delegation of authority undcr

u:cln(d) (41, such onz-yca!r Iimitz-tioa
clas nst cypy to rexlce. of s uch o-dr b-, the
B=zrd, pnd ( 3) sruch oils-year p=%c~i my be
cztcndel1 by mutual c7grcamant.
[RR. 361]

S10332 Commencement of reseaq7-
tfftfon proccding3. Unless renegotiz-
tion proceedings are commenced either,
a) within one year after the close of the
i-s1 ye:ar in which the excessive profit3
were received or accrued, or (b) within
one year after the statement required
under subsection (c) (5) of the 1943 act
Is fied with the War Contracts Bozrd,
whichever 13 later, the liability-of the
contractor or subcontractor for thi f---ea
year involved will h discharged. Under
zubzsetion (c) (1) of the Renegotiation
Act of 1943 thpqmailing of notica by reg-
itered mal of the time and place of a
conference to be held with remact to the
determination of excezsve profits con-
stitutca the commEncement of the rEnu-
gotlation proceeding (see § 1602.2-U)
IRE 3G21

103.363 Complation of reregotia-
tisr. proceedings. Renegotiation mus'
be completed by the malnng of an egre-
ment or the entry of an order within
one year following the commencement
of the renegotiation proceeding, or the
liability of the contractor or subcon-
tractor for the fiscal year involved will
be discharged. The one year period of
limitation on completion of reneaotia-
tion proceedings doe3 not apply, however,
to the review by the War Contracts
Bolrd of an order made by a Secretary of
a Department or any officer or agenry to
whom his authority in this respect h-
been redelegated. Also, the one year
pueod may be extended by mutual agre-
ment. A form which may be used for
such extension Is set out in § 1607.72.5,
and reference Is made to § 16033121-1
concerning authority to execute the
same. The formalities for Its execution
are similar to the formalities for the
execution of a renegotiation agreement
(see 8 I605.502-12 including paragraph
Ce)) ME 3631
sup.r.T r--Tiln,=oV o. rr4aorio:;

r 103.370 Scope of cubpart. This ub-
part deals with termination of rene-
tiation in general under the provisions
of cubscction (h) of the Renegotiation
Act of 1943. ERR 3701

' 1603371 Statutory prorzzon. (a)
Subsection (h) of the 1943 act -provids
that the act shall apply only with respact
to profits which are attributable to per-
for ance prior to the termination da-te,
and for the determination of such profits,
as follows:

(A) In the caso of any contract oz sub-
contract the parformanca of which requiraz
moro than twelve months, or in the c ae of
any contract, or ubcontract rith re,-pet to
.hich the powem of the Board are exercl--d

c:-r.rztly purouant, to rubs:ctfon (0) (1)
raGtC than on a fisc-al-year basis, the p:-
tlon of the proflit c derived which Ls de-
tcrnilne by the BEard to be equzz to the sme
puceantee of the -total profita s3 deriral
as tha rzr entcag of cm3uetion of the con-
tract prior to the tnnnuatlo n date; cno

(B) in all other cazs, the profit so da-
rlveel which are received or accru d pri=
to the trmination date;
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(b) Subsection (h) (2) of the 1943 act
defines the "termination date" as follows:

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

cember 1, 1944, finds and by proclamation
declares that competitive conditions have
not been restored, such date not later than
June 30, 1945, as may be specified by the
President in such proclamation as the termi-
nation date; or

(C) f the President, not later than June
30, 1945, finds and by proclamation declares
that competitive conditions have been re-
stored as of any date within six months prior
to the issuance of such proclamation, the
date as of which the President in such proc-
lamatin declares that competitive condi-
tions have been restored;

except that in no event shall the termination
date extend beyond the date proclaimed
by the President as the date of the termina-
tion of hostilities in the present war, or the
date specified in a concurrent resolution of
the two Houses of Congress as the date of
such termination, whichever is the earlier.
ERR 3711

§ 1603.372 Termination date of Rene-
gotiation Act specified as-June 30, 1945.
Proclamation 2631 executed by the Presi-
dent; specified June 30, 1945, as the ter-
mination date within the meaning of
subsection (h) of the Renegotiation Act.
(See § 1608.808.) ERR 372]
SUBPART H-COSTS ALLOCABLE AND ALLOW-

ABLE AGAINST RENEGOTIABLE BUSINESS

§ 1603.380 Scope of subpart. When
the amount of the contractor's business
subject 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 allowance of such
costs. ERR 380)

§ 1603.381 Statutory provisions and
general regulations. ERR 3811

§ 1603.381-1 Determination of costs.
Subsection ,(a) (4) (B) of the 1943 act
provides:

(B) The term "profits derived from con-
tracts with the Departments and subcon-
tracts" means the excess of the amount re-
ceived or accrued under such contracts and
subcontracts over the costs paid or incurred
with respect thereto. Such costs shall be
determined in accordance with the method
of cost accounting regularly employed by
the contractor in keeping his books, but If
no such method of cost accounting has been
employed, or if the method so employed
does not, in the opinion Of the Board or,
upon redetermination, in the opinion of The
Tax Court of the United States properly re-
flect such costs, such costs shall be deter-
mined in accordance with such method as in
the opinion of the-Board or, upon redeter-
mination, In the opinion of The Tax Court*
of the United States does properly reflect
such costs. Irrespective of the method em-
ployed or prescribed for determining 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 rede-
termination, in the opinion of The Tax Court
of the United States, such item is unrea-
sonable or not properly chargeable to such
contract or subcontract. Notwithstanding
any other provisions of this section, all items
estimated to be allowable as deductions and

exclusions under Chapters I and 2 E of the
Internal Revenue Code (excluding taxes
measured by incomel shall, to the extent al-
locable to such contracts and subcontracts
(or, in the case of the recomputatton of
the amortization deduction, allocable to con-
tracts with the Departments and subcon-
tracts), 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 attrib-
utable to the portion of the profits which are
not excessive.

ERR 381.11
§ 1603.381-2 "Recomputation" of

amoritization deduction prior to rene-
gotiation-1--carry-overs and carry-backs.
Subsection (a) (4) (C) of the 1943 act
provides:

(C) Notwithstanding any of the provisions
of this section to the contrary, no amount
shall be allowed- as an Item of cost (i) by
reason of a recomputation of the amortiza-
tion deduction pursuant to section 124 (d) of
the Internal Revenue Code until after such
recomputation has been made in connection
with a determination of the taxes imposed
by Chap±5Js 1, 2A, 2B, 2D, and 2E of the In-
ternal Revenue Code for the fiscal year to
which the excessive profits determined by
the renegotiation are attributable or (i1) by
reason of the application of a carry-over or
carry-back under any circumstances. The
absence of such a recomputation of the
amortization deductions referred to in clause
(i) above shall not constitute a cause for
postponing the making of an agreement, or
the entry of an order, determining the
amount of excessive profits, or for staying the
elimination thereof.

ERR 381.2]
§ 1603.381-3 Renegotiation rebate

where "recomputation" of amortization
deduction follows renegotiation. Sub-
section (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
whicIr Is made prior to such recomputation,
there shall be repaid by the United States
(without interest) to the contractor or sub-
contractor after such recomputation the
amount of a net renegotiation rebate com-
puted in the following described manner.
There shall first be ascertained the portion
of the excessive profits determined by the
renegotiation which is Attributable to the
fiscal year with respect to which a net re-
negotiation rebate is claimed by the contrac-
tor or subcontractor (herein referred to as
"renegotiated year"). There shall then be
ascertained the amount of the gross rene-
gotiation, rebate for the renegotiated year,
which amount shall be an allocable part of
the additional amortization deduction which
Is allowed for the renegotiated year upon the
recomputation made pursuant to section 124
(d) of the Internal Revenue Code in con-
nection with the determination of the taxes
for such year and which is attributable to
contracts with the Departments and sub-
contracts, except that the amount of the
gross renegotiation rebate shall not exceed
the amount of excessive profits eliminated
for the renegotiated year pursuant to the
renegotiation. The allocation of the addi-
tional amortization deduction attributable
to contracts with the Departments and sub-
contracts, and the allocation of the addi-
tional amortization deduction to the rene-
gotiated year shall be determined in accord-
ance with regulations prescribed by the
Board. There shall then be ascertained the

amount of the contractor's or subeontractor't
Federal tax benefit from the ronegotiation
for the renegotiated year. Such Federal ta
benefit shall be the amount by which the
taxes for the renegotiated year under Chap-
ters 1, 2A., 2B, 2D, and 2E of the Internal
Revenur Code were decreased by reason of
omitting from gross income (or by reason of
the application of the provisions of section
8806 (a) of the Internal Revenue Code with
respect to) that portion of the excessive
profits for the renegotiated year which lo
equal to the amount of the gross rencgo.
tiation rebate. The amount by which the
gross renegotiation rebate for the renego-
tiated year exceeds the amount of the con-
tractor's or subcontractor's Federal tax beno-
fit from the renegotlation for such year
shall be the amount of the not renegotiation
rebate for such year.

ERR 381.3]
§ 1603.381-4 Profit, cost allocation

and allowance; 4general-(a) Profit.
The term "profits derived from contracts
with the Departments and subcontracts"
is defined 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, general
and administrative expenses. In con.
nection with renegotiation on an over-
all fiscal-year basis Income received or
accrued and items of test paid or in-
curred will be considered as having been
received or accrued or paid or in-
curred in the fiscal year to which such
items are to be attributed in accordance
with the method of accounting employed
by the contractor or subcontractor in
keeping his books or lh accordance with
such other method of accoilnting as the
contractor and the Department conduct-
ing the renegotiation may agree upon
pursuant to the provisions of §§ 1603.301
and 1603.303. The method of account-
ing employed In determining the net in-
come of the contractor or subcontractor
for Federal income tax purposes shall
be deemed to be the method of account-
Ing employed by him In keeping hil
books. When the contractor request3
that renegotiation be conducted on a
completed contract basis, receipts and

,accruals and costs paid or Incurred will
be determined in accordance with the
method agreed upon In connection with
the granting of such request.

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

(c) Tax deductions. Costs allocable
to renegotiable business shall be deter-
mined in accordance with the principles
set for-th above. Where the full amount
of an item of cost is allocable to renego-
tiable business, it shall be allowed in the
amount estimated by the War Contracts
Board, or any agency to winch its func-
tions have been delegated, to be allow-
able as a deduction or exclusion under
Chapters 1 and 2E of the Internal Rev-
enue Code. No such item of cost shall
be allowed in an amount less than or
in excess of that which is estimated to
be deductible or excludible from income
under the Internal Revenue Code, and
all items of cost shall be attributed to
the fiscal year in winch they are allow-
able in the determination of taxable in-
come under said Code. Where only ?,
portion of an item of cost is allocable
to renegotiable business, the War Con-
tracts Board, or any agency to which its
functions have been delegated, shall es-
tinate the total amount allowable to the
contractor, as a deduction or exclusion
under Chapters 1 and 2E of the Internal
Revenue Code and the portion of this es-
timated amount winch is allocable to re-
negotiable business in accordance with
the principles set forth above shall be
allowed as a cost of renegotiable business.
Where it is clear that a contractor's de-
ductions and exclusions under the In-
ternal Revenue Code result in allowable
costs of renegotiable business winch are
either high or low on a comparative basis,
this circumstance shall be considered in
connection with the factor of the "rea-
sonableness of costs" of the contractor
and the determination of the amount of
the profit adjustment to be required of
the contractor.

(d) Conditional allowance of cost.
The estimate of the renegotiating agency
as to whether an item is allowable as a
deduction or exclusion under Chapters 1
and 2E of the Internal Revenue Code
will, with the exception discussed here-
after in this paragraph, be final for
the purposes of renegotiation regardless
of the difficulty of making such an esti-
mate. However, in a few special cases it
may be impossible for the agency to make
any reasonable estimate as to whether or
to what extent a particular Item is allow-
able as a deduction or exclusion under the

•Internal Revenue Code for the fiscal year
under renegotiation. In such special
cases where the item is substantial in re-
lation to the profits to be eliminated, the
renegotiating agency may, sub3ect to the
restrictions set forth below, allow the
item as a cost in renegotiation on the con-
dition that in the renegotiation agree-
ment the contractor will agree to refund
as additional excessive profits, the
amount so allowed as a cost of renegotia-
ble business which'is finally determined
to be not allowable as a deduction or ex-
clusion under the Internal Revenue Code
for the fiscal year in winch it was so al-
lowed in renegotiation. If such condi-
tional allowance is desirable, the renego-
tiating agency will observe the following
procedure:

(1) The renegotiating agency, prior to
making the conditional allowance, shall

No. 19---7

transmit to the Chairman of the Price
Adjustment Board of the Dep2tment
concerned, a statement cetting forth the
approximate amount of excczive profits
to be finally eliminated and the amount
of the item to be conditionally allowed in
determining such excessive profits, a full
description of the facts and the reasons
why the agency is unable to determine

-whether the item should be allowed or
disallowed as a cost, and a copy of the
special clause proposed to be included In
the renegotlatioa-agreemEnt.

(2) The renegotiating agency shall, at
the same time, advise the Chairman of
the Price Adjustment Board of the DM-
partment concerned whether the finan-
cial condition of the contractor appars
to be such as to justify postponement of
final determination of the allowability of
the item as a cot.

(3) The Chairman of the Price Adjut-
ment Board of the Department con-
cerned, in his discretion, may authorize
the conditional allowance and the use of
a special clauze, or may ayise the rene-
gotiating agency that the item should be
unconditionally allowed or dikallowed cs
a cost in renegotiation, or may Instruct
the renegotiating agency to treat the item
in such other manner as the Chairman,
in his discretion, may consider appropri-
ate. Additional provisIons may be pre-
scribed for inertion in the rencgotition
.agreement to assure payment by the con-
tractor of any amounts which may be-
come due in the ftiharp by reai*nn of the
special clause, if, in the opinion of the
Chairman, the financial condition of the
contractor is such that the intere7ts of
the Government require the zame.

(e) Costs prcrlously allocd in rencgo-
tiation. No item of co:t shall be deEmed
"properly chargeable" against or "alloca-
ble" to renegottable business to the extent
that such Item has, in a previous rene-
gotiation, been charged aginst or al-
located to renegotiable businesz in deter-
mining excesJsve profits, notwithstanding
that such item may be a deduction or ex-
clusion under Chapters 1 and 2r, of the
Internal Revenue Code in computing tax-
able net income for the taxable period
corresponding to the fiscal perlod'covered
by the current renegottation. IRE 301.4]

§ 1603.381-5 Costs allocable to vn-
completed Portions of termirnatcc con-
tracts and subcontraetD--a) Allotrcd in
renegotiation. Costs allocable to the un-
completed portion of any terminated con-
tract or subcontract will bo allowed as
items of cost In renegotiation unlezz (1)
allocable to a terminnted contract or sub-
contract winch is exempt or has been ex-
empted from renegotiation or, (2) the
determination or the settlement agree-
ment made with respect to the termina-
tion claim under such contract or cub- '
contract has been exemptcd from renego-
tiation pursuant to proper authority.
(See § 1603.324.) Such costs will be al-
lowed, however, only to the extent, and
for the fiscal year for which, they are es-
timated to be deductible in the computa-
tion of taxable income under the Inter-
nal Revenue Code (see Bureau of Internal
Revenue Lxlmeograph No. 57G6 repro-
duced herein at § 1608.852-0) and v.111
not be allowed to the etent theretofora

allowed as Items of cost in a previouz re-
ne-otiation.

'bo iSgregation, of cos-ta allocab~g to
uncompleted Portions of ter wnated cmis-
tract: and cubcontracta. Unlezs (I> the
costs allocable to the uncompleted par-
tions of terminated contracts and sub-
contracts constitute a subztn~tal pro-
portion of all of th3 contractor's costs
allecable to rencgotiable contracts and
subc:)ntract3 and 12) the nature or the
proportlons of such costs are substz-
tiafly different from the nature or the
proportions of costs allocable to com-
pltcd contracts and subcontracts or thq
completed partions of contracts and sub-
contracts fe. u., the ratio of matiaal
costs to direct labor Is subztantblly dif-
ferentI It will not be necezsry to sea=e-
gate the costs losmble to the uncom-
pleted portions of terminated contracts
and subcontracts from other costs al-
iccable to reneotfable contracts and
subcontracts. Such segregation of costs
allocable to the uncompleted portions of
terminated contracts and sub:ontracts
mv b2 required to be made in sch gen-
eral or such detailed manner as the
rcnegotiating agency may deem nec=i-
rary to an appropriate appraiza of the
contractors performance with rese:t to
the uncomvleted portions of terminated
contracts and subcontracts in the Ight
of the statutory factors applieo in
dctermining excessive profits (.-e
r, 1604.401,)

fc) rffect Of waiver Of ts-nxranzatzo
claim. Tbe princlples stated in para-
graphs (a) and (b) of this section with
rcsp ct to the allowance of costs alloea-
ble to the uncompleted portions of ter-
minated contracts and subsontracts
and the segraeation of such costs are
equally applicable whether or not the
contractor ias waived a or any part of
the comp2nsation to which he might be
entitled under termination claims.
[RE 301.51

r5 103.382 Salartes, wages and othir
compensation. [R 382]
0 1603.382-1 Allocation. a I a r i e s,
wages and other compensation should be
allocated between renegotiable and non-
rene-otiable business according to prin-
ciples established In § 1603.31-4.
[RR. 382.1]
j 1603.382-2 Alowrances. (a) Under

section 23 (a) of the Internal Revenue
Code, salaries or other compensation for
parzonal Ervices are allowed to the ex-
tent found "reasonable" In determn-
Ing whether any salaries or othsr com-
pns-ation paid by a contractor to its
ofaicera or employees are unreabonable,
conzidemation shall be given to the na-
ture of the worh, extent of responsibility,
experence and effectiveness of the officer
or employee, and ncrae3 in compensz-
tion since January 1, 1941. Comparison.
shall be made where possible with thq
comnenzatIon of officers or employees in
similar positions in other companies
within the particular industry. Rcason-
ablEn.ss of compensation may'be deter-
mined only within broad limitz, and
w Acht ,hall be civen to the determina-
tion by the contractor of the worth to
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It of the services of an officer or em-
ployee.

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

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

§ 1603.382-3 Wage and salary stabz-
lization. (a) The renegotiating agency,
in considering wages and salaries as costs,
will observe the provisions of the Stabi-
lization Act of 1942, approved October
2, 1942, as amended, and all Executive
orders and regulations issued pursuant
to said act.

(b) The Director of Economic Stabili-
zation has issued regulations effective
October 27, 1942, and amended regula-
tions effective August 28, 1943.

(c) The Commissioner of Internal
Revenue has issued regulatiofis cover-
ing that poyrtion of salary stabilization
which is administered by the Commis-
sioner.

(d) The National War Labor Board
hat issued directives setting forth its pol-
icies with respect to that portion of the
wage and salary stabilization which is
administered by such Board.

(e) In any case in which the renego-
tiating agency determines that there may
have been a violation of any applicable
stabilization law, executive order or regu-
lation, the renegotiating agency -will
promptly submit all of the pertinent
facts to the War Contracts Price Ad-
justment Board for a decision'-as to the
proper procedure to be followed.

(f) Full compliance with the Stabili-
zation Act does not preclude the disallow-
ance as a deduction under the Internal
Revenue Code of wage and salary pay-
ments in excess of "a reasonable allow-
ance" No part of any amount esti-
mated to be not allowable under the In-
ternal Revenue Code will be allowed as
a cost against renegotiable business.
ERR 382.31

§ 1603.382-4 Application of stabiliza-
tion orders in renegotiation. For fiscal
years ending after October 27, 1942, the
only limitation on salaries other than the
usual test of reasonableness, is the pro-"
hibition (with exceptions) of increases
In salary rate of over $5,000 annually, ex-
isting..n October 3, 1942, and in salary
rate of $5,000 or less annually, existing
on October 27, 1942, without- prior ap-
proval of governmental authorities. The
exceptions referred to are set out in
§ 1608.851. They first appeared in sec-
tion 6 of the stabilization regulations and
later in substantially similar formin sec-
tion 10 of the amended stabilization regu-

lations referred to in § 1603.382-2 (b)
As set out in § 1608.851, they appear in
the form contained in the amended sta-
Dilization regulations. ERR 382.4)

§ 1603.382-5 Brokers' commussions.
Commissions paid or payable to brokers
or agents in connection with the procure-
ment or performance of war contracts
pursuant to a legally binding arrange-
ment made in good faith prior to the fis-
cal year covered by the renegotiation will
be allowed as a cost in the absence of
special circumstances. Such special cir-
cumstances ight exist where the broker
or agen't was a partner, officer or director
of the contractor; or where any partner,
officer or director of the contractor par-
ticipated in the commissions paid to the
broker or agent; or where the original
arrangement between the contractor and
the broker or agent was not made at
arm's length. If it appears that the pay-
ment of the commissions might violate
the provision in the contracts of any
Department against contingent fees other
than those jrdd to "bona fide established
commission or selling agencies main-
tained by the contractor for the purpose
of securing business" the question ordi-
narily will be taken up with the Pur-
chases Division, Army Service Forces, the
Procurement Legal Division of the Navy
Department, or the appropriate division
of the other Departments, and, subject
to the provisions of § 1603.381-4 (b) the
commissions may be disallowed. When-
ever the-payment of commissions is al-
lowed to the contractor, consideration
will be given to the prompt renegotiation
of the broker or agent if the services he
performed bring him within the defini-
tion of "subcontractor" (See §§ 1602.-
203-4 and 1603.336.) ERR 382.5)

§ 1603.382-6 Penson, annuity, stock
bonus and profit sharing plans. The
policy set out below will be followed in
connection with the allowance as an item
of cost against renegotiable business of
payments made by a contractor on ac-
count of any employee pension, annuity,
stock bonus, or profit sharing plan
(hereinafter referred to as "the plan")

(a) The deductibility for Federal in-
come tax purposes of payments pursuant
to the plan is governed by sections 23 (a)
23 (p) and 165 of the Internal Revenue
Code. I4 the Bureau of Internal Revenue
has determined that payments (includ-
ing payments to bring annuities up to
date) on account of the plan of the par-
ticular contractor concerned are deduct-
ible, such payments sh-all be allowed as
an Item of cost in renegotiation to the
extent allocable to renegotiable business.

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

(1) The employer's payment into the
plan, when added to other compensation
paid the employee, .annot exceed rea-
sonable compensation for services ren"

dered by the employee beneficiary of the
plan,

(2) The employees' rights under the
plan must be nonforfeitable at the time
the employer's payment is made or the
plan must qualify under the provisions of
section 165 of the Internal Revenue Code,
In determining whether It does so qual-
ify, the renegotiating agency should con-
sult section 165 and the appropriate
Treasury Regulations for the exact re-
quirements for qualification. In general,
the following requirements must be met:
(I) The plan must imply a permanent as
distinguished from a temporary pro-
gram; (ii) it must not be a subterfuge for
distribution of profits; (ii) it must be for
the exclusive benefit of employees; (iv) It
must be Impossible, under the trust, to
divert the trust property or income to
purposes other than the empldyces'
benefit; (v) It must cover a sufficient
number of employees so as to be non-dis-
criminatory; and (vi) in operation, the
plan must not discriminate In favor of
employees who are officers, stockholders
or highly compensated employees. A
plan which qualifies under the'forego-
ing is not disqualified by the fact that the
employer may be entitled to receive back
amounts which result from erroneous ac-
tuarial computations.

(3) The payments on account of the
plan, to be allowed as deductions for

-Federal Income tax purposes, must ac-
tually have been paid within the taxable
year except that as to payments into a
qualified plan, a taxpayer on an accrual
basis of accounting is deemed to hato
made a payment on the last day of the
year if the payment is on account of
such taxable year and is made within Go
days after the close of the taxable year
of accrual.

(c) Payments made pursuant to any
plan, like any other expense, should be
allowed only to the extent allocable to
renegotiable business, such amount to be
determined in accordance with the prin-
ciples applicable to the allocation of e2-
penses generally. [RR 382.6)

§ 1603.383 Amortization and depreci-
ation. ERR 383)

§ 1603.383-1 Allocation. (a) General
depreciation, maintenance and other
such charges should be allocated between
renegotiable and non-renegotiable busi-
ness according to the principles estab-
lished in § 1603.381-4.

(b) Where stand-by facilities are cus-
tomary or necessary to a particular typo
of business, the cost of depreciation,
maintenance, etc., should be allocated
between renegotiable and non-renego-
tiable business, according to the prin-
ciples established In § 1603.381-4.

(c) Statutory amortization on facili-
ties covered by certificates 6f necestity
should be allocated between renegotiable
and non-renegotlable businesr accord-
4ng to the principles established In
§ 1603.381-4, giving consideration, how-
ever, to the basis of original issuance of
such certificates where the facilities are
not in active use.

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

-383.13
§ 1603.383-2 Accelerated amortittion

and renegotiation rebate. (a) Under
,section 124 of the Internal Revenue Code,
-a contractor who has acquired or con-
structed with his own funds facilities
especially adapted for use in war produc-
tion may, upon securing a Certificate of
Necessity.amortize their cost over a five-
year period, at the rate of 20 per cent
per year. Prior to December 17, 1943,
the Secretary of War and the Secretary
of the Navy were by such statute author-
ized to act upon application for Certi-
ficates of Necessity. Under Executive
Order 9406, dated December 17, 1943, as
amended by Executive Order No. 9429,
dated March 2, 1944, this authority (ex-
cept with reference to certain pending
applications) was transferred to the War
Production Board. The Facilities Bu-
reau of the War Production Board will
pass upon requests for such Certificates
made after December 17, 1943.

(b) 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 pur-
poses of renegotiation, to the extent It is
properly allocable to renegotiable busi-
ness.

(c) If the emergency is terminated
during the five-year period, or if the
Chairman of the War Production Board
pursuant to Executive Orders 9486 and
9487, each dated September 30, 1944, cer-
tifies that an emergency facility ceases
to be necessary for national defense, the
amortization period may for Federal tax
purposes be shortened accordingly, and
the contractor-will be entitled to adjust
his taxes for prior years, on the condi-
tions stated in the Internal Revenue
Code, to give effect to the corresponding
increase in the deduction taken in each
such year. Executive Order 9487 has
been amended in a minor respect by Ex-
ecutive Order 9490.

(d) Under subsection (a) (4) (C) of
the 1943 act, no allowance as an item
of cost in renegotiation shall be made
on account of the increased amortiza-
tion deduction referred to in the preced-
ing paragraph (c) unless the computa-
tion thereof is made by the Bureau of
Internal Revenue, in connection with an

.adjustment of taxes pursuant to section
124 (d) of the Internal Revenue Code,
btfore the renegotiation is concluded.
The Department shall not, however, per-
mit the absence of such a recomputation
of the amortization deduction to be a
cause for postponing closing a renegotia-
tion agreement.

(e) Subsection (a) (4) (D) of the 1943
act provides 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. No computation of the increased
amortization deduction incident to the
tax adjustment above referred to can be
made until the Chairman of the War

Production Board has is:sued a llon-N c-
cessity Certificate to the effect that the
emergency facility has ceased to ba nec-
essary in the Interest of natlonral defen-e
during the emergency period. ER
383.21

§ 1603.383-3 Depreciation. (a) War
facilities not covered by Certificatea of
Necessity, representing permanent capl-
tal additions for the manufacture of w.ar
products or materials, are depreciated
in accordance with the proviclions of the
Internal Revenue Code and vil be de-
preciated in renegotiation, at the ordi-
nary rates of depreciation for corre-
sponding property.

(b) A Department conducting a rene-
gotiation may allow depreciation on ma-
chinery and equipment at higher than
ordinary rates when, because of it3 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. [R. 383.31

§ 1603.384 Conversion to war proelu.-
tion. The full amount of costs of con-
verting facilities to war production
which do not represent permanent addi-
tions, such as rearrangement of ma-
chnery, is allowed by the Bureau, and
will be allowed in renegotiation, for the
year In which it Is incurred to the e:tent
allocable to renegotiable busms. This
does not include losses on commercial
inventory which has become unsaleable
as a result of wartime regulations or lozs
of market, for such lozzes are not prop-
erly allocable to renegotiable busine s.
ERR 3841

§ 1603.385 Losses. [RR 385]

§ 1603.385-1 Costs or losses on no.-
war ventures. Loses and costs incurred
in connection with busines activities or
ventures not connected with renegoti-
able business will be charged against
such business activities or ventures and
not to renegotiable business. [RR 385.1]

§ 1603.385-2 War losses. Scection 127
of the Internal Revenue Code provides
that the amount of the loss on account
of property destroyed or ceized on or
after December 7, 1941, in the course of
military or naval operations by the
'United States or any other country en-
gaged In the present war may be allowed
as a deduction from income in the year
in which such destruction or selzure oc-
curs. The fact that the property has
been destroyed or seized in the courze of
the war does not of Itself however. es-
tablish that the loss Is properly allocable
to renegotiable business. Such a loss
may be recognized in renegotiation only
to-the extent it Is properly charaable
against renegotlable business.
[ER 385.2]

§ 1603.385-3 Losses from prior or sub-
sequent years. Subsection (a) 4) C)
of the 1943 act prohibits the allowance
of- any amount as an itcm of cost by
reason of the -application of a carry-
over or carry-back. Therefore, notwith-
standing that section 122 of the Internal
Revenue Code authorizes a twipayer, un-
der certain prescribed rulez, to take a

deduction for a t-ble-yearby a "cary-
over" or "carry-bac " of net operating
loasa for certain preceding or subs3-
quent tax-ble years, no such deduction
ahall be allowable in renegotiation as an
Item of cozt or as a deduction or
exclusion from excessve profits.
[Rr 3035.31

51603.393-4 Losses from calte or ex-
c1hang.c of facilties ine p4vi rmf
rmcgotiabl contracts or subzontract.
Wci If, asa result of the sile or e=-

change of tangible property us d in per-
formin renegotiable contra-ct or sub-
contracts with reapact to which depre-
elation I- allowable under section 23 1U,
or amortization Is allowable under sec-
tion 124, of the Internal Revenue Code,

contractor sustains a loss, there l be
allowed as an Item of cost chargeable to
renegotiable contract3 and subcontract
an amount equal to that portion of osch
los which beara the same ratio to the
whole of such lo. as the aggregate
amount of depreciation or amortization
on -jch property allocable to renego-
tiable business for all fiscal years of the
contractor to the date of such sale or ex-
change bear, to the total amount of
depreciation or amortization allowed or
allowable on such property as a deduc-
tion n computing taxable income of the
contractor under the Internal Revenue
Code for al taxable years to the date of
such sale or exchange; subject, however,
to the provisions of paragraphs (d) and
4) of this section.

tb, If, as a result of the szle or e%-
chalne of land used in performing re-
negotfable contracts or subcontracts, a
contractor eistams a los, there till be
allowed as an item of cost chargeable to
renegottable contracts and subcontract;
an amount which shall be determined
as follows:

1) To each taxable year beainnin
with the year of acquisition of such land
and Including the year of sale or ea-
change thereof, there shall be allotted
an equal share of such loss;

2) The renegotiating agency shall
then determine (by estimate, if necez-
cary) the partlon of such share allotted
to cach taxable year which Is allocbzle
to the use of such land in parforming
renegotiable contracts or sIbzontractz
in such year;

(31 The amount to be allowed as an
item of cost, as hereinab3ave proded,

will be an amount equal to the eagra-
gate of the partlons of the sharEs of such
lozs determined as proided n subpar,-
graph (2) of this paragraph; subject,
howEver, to the provisions of paragr"h
d) and (e) of this section.

1c) In any case in which property of
the character dscrlbed in praravuh
#a) abave and land of the character de-
scribed in par:araph (b) above are sold
for a lump sum or dLsps n4 of in such
manner as does not properly allozate the
sales prices of the two types of propazty,
the renvcgotlating: agency shall mzle an
allocat!on of the sale price or snles pnces
as batween the two typas of property
upon such basis as it may deem appro-
priate in order to determine whether,
and, if so, whayt part of, the lo-s is attrib-
utable to each such type of property, so
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as to enable it to fix the amount which,
in accordance with the foregoing para-
graphs (a) and (b) may be properly
allowed as an item of cost in the renego-
tiation proceeding.

(d) Notwithstanding any of the provi-
sions of the foregoing subdivisions of this
subparagraph, there shall be allowed as
items of cost as a result of'losses sus-
tained on the sale or exchange of prop-
erty of the character described in para-
graph (a) or (b) of this section, only the
excess of the aggregate of the amounts of
such items, computed without regard to
the limitations prescribed by this para-
graph, over an amount equal to the ag-
gregate of the portions of the gains (com-
puted in the same manner as is pre-
scribed in paragraphs (a) (b) and (c)
of this section with respect to losses)
realized in the same fiscal year from the
sale or exchange- of property of the char-
acter described In paragraphs (a) and
(b) of this section.

(e) For the purposes of this paragraph,
the gain or loss resulting from the sale or
exchange of property of the character
described in paragraph (a) or (b) of this
section shall be taken into account only
to the extent, and for the fiscal year for
which, such gain or loss is taken into
account in computing gains and losses
under section 117 (j) (2) (A) of the
Internal Revenue Code. In the case of
the sale or exchange of property of such
character held for less than six months
(to which section 117 (j) of the Code is
inapplicable) gain or loss shall be taken
into account to the extent, and for the
fiscal year for which, such gain or loss is
otherwise taken into account in the com-
putation of taxable income under the
Internal Revenue Code,

(f) Any item of cost hereinabove in
this section provided to-be allowed shall
be allowed without regard to whether

-any sale or exchange concernedwas made
under a contract or subcontract which is
exempt or excluded from renegotiation.
ERR 385.4]

§ 1603.386 Interest. ERR 386]
§ 1603.386-1 Allocation. (a) All In-

terest on borrowed funds shall be allo-
cated between renegotiable and nonrene-
getiable business according to the prin-
ciples established in § 1603.381-4.

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

§ 1603.386-2 Allowance. Interest on
borrowed capital is deductible under the
Internal Revenue Code and will, there-
fore, be allowed in renegotiation to the
extent allocable to renegotiable business.
ERR 386.231

4 1603.387 Advertising expenses. ERR
387]

§ 1603.387-1 Allocation. Institutional
advertising (designed to keep the adver-
tiser's name or the identity of Ins peace-
time products before the public) should
ordinarily be allocated between renego-
tiable (including business done under

cost-plus-fixed-fee or other similar con-
tractual arrangements) and non-rene-
gotiable business on a pro rata basis in.
the amount allowed in accordance with
the provision of § 1603.387-2 hereof.
Product advertising (specifically offering
individual products for current sale) is
ordinarily allocable to non-renegotiable
business. However, where a contractor's
normal volume of peacetime products
has been wholly or partly replaced by
war products, an amount of product ad-
vertising not inconsistent with the past
practice of the business may be consid-
ered as essentially institutional advertis-
ing and allocated on the same basis.
ERR 387.1]

§ 1603.387-2 Allowance. (a) In esti-
mating the amount allowable under the
Internal Revenue Code as a deduction for
advertising expenses, consideration will
be given to the following statement is-
sued by the Commissioner of Internal
Revenue on September 29, 1942:

To be deductible, advertising expenditures
must be ordinary and necessary and bear a
reasonable relation to the business actiyities
in which the enterprise is engaged. The
Bureau recognizes that advertising is a nec-
essary and legitimate business expense so
long as it is not carried to an unreasonable
extent or does not become an attempt to
avoid proper tax payments.

The Bureau realizes that it may be neces-
sarl for taxpayers now engaged in war pro-
duction to maintain through advertising,
their trade names and the knowledge of the
quality of their products and good will built
up over past years, so that when they return
to peacetime production their names and the
qucOiy of their products will be known to
the public.

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

Reasonable expenses incurred by companies
in advertising and advertising technique to
Speed the war effort among their own em.-
ployees, and to cut down accidents and un-
necessary absences and inefficiency, will be
allowed as deductions. Also reasonable ex-
.penditures for advertisements, including the
promotion of Government objectives in war-
time, such as conservation, salvage, or the
sale of War Bonds, which arm signed by the
advertiser, will-be deductible provided they
are reasonable and are not made in an at-
tempt to avoid proper taxation.

(b) 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 deduct-
ible as contributions for public pjlrposes
under section 23 (o) or 23 (q) of the
Internal Revenue Code (spe special ruling
by the Commissioner of Internal Rev-
enue on this question, dated November
10, 1942)

(o) In considering advertising expen-
ditures in connection with the determi-
nation of the "reasonableness of costs"
of the contractor's business, the relation-

ship between advertising costs and sales
in present and past periods should be
considered and a determination made as
to whether or not the total advertising
costs are reasonable and proper under
the circumstances. ERR 387.2]

§ 1603,388 Other costs, expenses and
reserves. ERR 388]

§ 1603.388-1 Patent royalties. (a)
When in renegotiation, a contractor has
included substantial amounts in costs for
royalties, paid or payable under patent
licenses, the Departments will determine
whether any action has been taken, or
is pending or contemplated under the
Royalty Adjustment Act (see § 1601.141),
and will be guided by the principles set
out below.

(b) An order under the Royalty Ad-
justment Act fixing the rates and
amounts of royalties to be paid under a
license agreement has ,no legal effect re-
troactively. The order applies only to
royalties, irrespective of when payable,
which are unpaid to the licensor on the
effective date of the notice under the
statute, whether accruing before or after
the effective date of the notice, and does
not and cannot require the refund of any
royalties which have been paid to the
licensor prior to said effective date.

(c) In determining excessive profits
of a licensee upon renegotiation for a pe-
nod in which royalty accruals are cov-
ered by an order or agreement-under the
RoYalty Adjustment Act, the renegotiat-
ing agency will give full effect to the
rates or amounts of royalties fixed in
the Royalty Adjustment Act order or
agreement as fair and just under the
conditions of wartime production, No
allowance will be made in renegotiation
for royalties paid or accruing during that
period In excess of the amounts permitted
or provided to be paid under such order
or agreement. With respect to renegoti-
ation with a licensor, see § 1603.334-3.

(d) Rates or, amounts of'royalties fixed
as fair and just in a Royalty Adjustment
Act order or agreement which does not
cover all or some part of the period in-
volved in the renegotiation will not be
controlling as to the reasonableness of
the royalties paid or accrued by the li-
censee for such period or such part there-
of as is not covered by the order or agrco-
ment. In such a case as well as in one
where no action under the Royalty Ad-
justment Act is involved, the renegoti-
ating Department will estimate the
amount of the royalties allowable as a
deduction for Federal income tax pur-
poses. Ordinarily the licensee will be
allowed to include in his costs royalties
properly allocable to renegotiable busi-
ness provided they are actually paid to
the licensor prior to the service of a no-
tice in any royalty adjustment proceed-
ings. However, an amount paid pursu-
ant to an arrangement not entered into
at arm's length or without a. full disclo-
sure of interest, or in bad faith, should
be disallowed as an item of cost if it is
not an "ordinary and necessary" business
expense within the meaning of section
23 (a) of the Internal Revenue Code.
Particular attention should be given to
any relationship or affiliation to the li-
censor; for example, where the licemor
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was a partner, officer or director of the
licensee; or where anypartner, officer
or director of the licensee participated
in the royalties paid to the licensor.

(e) In determining excessive profits of
a licensor under the renegotiation stat-
ute, where the licensor sells the patented
article in competition with like articles
sold by other under license from the li-
censor, the licensor will not include in
his costs any development charges ex-
cept such amortization and development
expenses as, it is estimated, are allowable
as deductions under the Internal Reve-
nue Code, even though the obligation to
pay the royalties requires his licensees to
charge a higher price for the competing
product.

(f) 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 in determining ex-
cessive profits under the renegotiation
statute, whether or not allowable as a
deduction under the Internal Revenue
Code, unless such payments or charges
are allocable to the sales made under
contracts subject to renegotiation. In
deciding tbis question as to any particu-
lar patent, the Departments should con-
sider the extent to which the products
sold involve the use of the invention or
inventions covered by the patent, and as
a general rule it should appear that the
patent has not expired, that no final ad-
judication has been made by a court of
competent jurisdiction holding the pat-
-ent invalid, and that it is not in fact the
property of the licensee. ERR 388.1]

§ 1603.388-2 Corporate charitable
contributions. Contributions of the
character described in section 23 (q) of
the Internal Revenue Code by a corpora-
tion will, to the extent allocable, be al-
lowed as an expense against renegotiable
business if such contributions are allow-
able as deductions in the fiscal year con-
cerned for Federal income tax purposes
under section 23 (q) ERR 388.21

§ 1603.388-3 Cost allowance in con-
nectim with raw matehals. Reference
is made to §§ 1603.344-3 and 1603.344-4
for a discussion of the non-renegotiable
nature of certain excess raw material in-
ventory and the allowance to be made
for the value of exempt raw materials.
ERR 388.31

§1603.389 State income taxes.
ERR 389]

§ 1603.389-1 In general. Under sub-
section (a) (4) (B) of the 1943 act, taxes
measured by income cannot be allowed
as items of cost for purposes of rene-
gotiation. However, this subsection
provides specifically that in determining
the amount of excessive profits to be
eliminated, proper adjustment shall be
.made on account of the taxes measured
by income (other than Federal taxes) so
excluded, which are attributable to
non-excessive renegotiable profits. The
amount of any such adjustment will in
no case exceed that part of such taxes
actually payable which is payable be-
cause of the inclusion in income of the
non-excessive renegtiable profits. The
term "taxes measured by income" is in-

terpreted to mean taxes wluch vary in
accordance with the amount of net in-
come of the taxpayer. Such term do.-
not include taxes imposed upon or meas-
ured by gross income. groZs receipts or
sales. Such taxes measured by net in-
come are herein referred to gencrallv as
"state income ta.es" although actually
they may not be designatcd as "income
taxes" in the legislation Imposing such
taxes, and although they may be Impo:cd
by political sub-divisions other than a
state. For the effect of the floor pro-
vision limiting rEfunds of ec:zrve prof-
Its, see § 1603.348-3 te). ERR 390.11

§1603.389-2 Adjustment for State tax
imposed at a "flat rate" (a) The
amount of unadjusted excessive profits,
without consideration of any state In-
come tax, Is first determined. ThIs
amount is then deducted from renegoti-
able profits to obtain the amount of non-
excessive renegotiable profits. The state
income ta. attributable to such non-
excessive renegotiable profits Is com-
puted and this amount is deducted from
the unadjusted excezsive profits. The
remainder constitutcs the excczzive prof-
its to be eliminated subject of courze to
any Federal tax credit to which the con-
tractor may be entitled under ,Qction
3806 of the Internal Revenue Code. (Sce
§ 1604.440 and following.) If the con-
tractor has a loEs on non-renzotiablo
business, the unadjusted excezsive prof-
its will be deducted from the total profits
(including renpgotlble end noin-rcpezo-
tiable businezs) to obtain the tentative
retained profits. The tax attributable to
the non-excemssive renegotiable profits will
then be the amount of tax computed on
such tentative retained profits.

(b) The general metho4 of calculation
is illustrated by the example set forth in
the reports of the House Committee on
Ways and Means and the senate Com-
mittee on Finance in dealing with sub-
section (a) (4) (B) of the 1943 act:

For emxmple, If the amount due on a con-
tract Is 01,050 and the ccst7 13 CE'5, the profit
before adjustment for such tax 1- *-2. Sup-
poe that of the *290 profit, C30 ia coalific
excessive before adjuztmat for the State
tax. If in ouch cae the State Income tas on
the remaining 0110 Is e11, then the 011 Is to
be applied a ainst the M, reducing to *79 th2
amount of excezslvo proflt3 to e cllmlnatcd.

(c) The amount of unadjusted exces-
sive profits (I. e. before the adjustment
for state income tax) will be a "roundcd"
figure, but after the to: attributable to
the non-excessive renegotiable profits has
been ascertained, there will be no "round-
ing off" in deducting such amount from
the unadjusted excessive profits to obtain
the final amount of excessive profits to ba
eliminated. ERR 3S9.21

§ 1603.389-3 Adjust c t for grad-
uated State tax. If the state Income ta=
Is impofed at graduated rates as distin-
guished from a "flat rate:' the adjust-
ment is to be made as follows:

(a) The contractor's total profit sub-
Ject to the state tn, including noene-
gotiable and renegotiable profits, is de-
termined. The unadjusted ecessive
profits are deducted from such total prof-
its to obtain the contractor's tenta-
tive retained profits. The unadjusted

c-e.=: -ive profits are a-s deducted from
th.2 r negotiable profits to obtain the
none::cecsive renegotiabe profits.

lb# The state tax on the tentative
retaind profits is computed as though
such profits were the only profits of the
contrae-tor.

4c) The t,= attributable to the noa-
dc,sirye rene.otlable profits will then
b the amount which bears the same
ratio to the tax computed in para-zranh
ob) above as the amount of non-exces-
sive renegotiable profits bear* to the
tentative retained profits.

td) The tax attributable to the non-
excssive reneoftiable profits computed
in paragraph )c Is. deducted from the
unadjusted excezsve profits to obtain
the amount of excezsive profits to ba
eliminated.

(e # If the contractor has a os on non-
renegotiable businazs, the tax attribute-
ble to the non-excezive rene.otiabla
profits will be the amount of t-,- com-
puted on the tentative retained profits
determined as provided in paragraph (a)
above. ERR 36331

§103.309-4 MZultifo State zneow-e
taxco. If the contractor Is doing bui-
ne3 in more than one state, he may b3
subject to more than one income tax.
In uch event, the adjustment should be
made by an accurate determination of
the tax attributable to the non-cmcelave
renegotiable profits imposed by each
state, If such a computation is feazible.
if an exact computation Is not flezia'bs ,
the adjustment should be made upon the
best estimate of the renegotiating agenwy
and the contractor, made in good faith
and with reasonable care. This estimate
may talee the form of a pro-rata applica-
tion to each ctate of the non-excaessi
renegotiable profits based upon the prof-
its befora renegotiation attributabe t3
each state, if no more accurate method
Is available. If all such taxes are Imposed
at flat rates, a composite rate m3y be
obtained by dividing totad State mcome
taxes by total profits, and this composite
rate may be applied to the non-e. cezzave
renegotiable profits. ERR 389.41

r 1 03 289-5 State income tax mea;-
urcd by ineame for prcesdig rzar. In
come states, the tax Is measured by the
income for the year subject to renegoti-
flon but Is a liability of the contractor
not for such year but for the next suc-
ceeding year. In this event, the adjust-
ment for such tax will be made as thouga
such t-a measured by the income subiatc
to renegotlation were in fact a liabilit7
for the year subject to rensgotiation.
ERB Z39.51

51 3389-C Adju.-tmet for State n-
come tax of contractor opsraf ng a- a
partnerchip or cole propretorship. (a)
A contractor doing buzsines as a prtnrer-
ship or sole proprietorship is entitled to
an adjustment for state income t,_, bazed
uon the ta liability of the individul
partners or of the proprietor. In gen-
eral, the came procedure will be followerd
as -tated above. Thus, in the cae of a
partncrohip, adjustment will be made for
the a-'gregate of the state taxes attribut-
able to each partnef's share of non-ex-
cessive renegotiable profits.
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(b) Normally the state income tax is
imposed upon individuals on a graduated
basis. Reference is therefore made to
§ 1603.389-3.

(c) If a contractor is a partnership or
sole proprietorship and is subjected to
an unincorporated business tax measured
by income, adjustment must be made
therefor as well as for the state income
taxes of the partners or the proprietor.

(d) If a so-called "salary allowance"
is made in renegotiation for the services,
of partners or proprietors, the amount of
such "salary" allowed to 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 ;Ion-excessive renego-
tiable profits. Such "salary allowance"
will also be deducted before calculating
any such unincorporated business tax
adjustment. ERR 389.6]

PART 1604-DETERiINATION AND ELIINA-
TION OF EXCESSIVE PROFITS

SUBMPART'A-PRINCIPLES AND FACTORS IN PETER-
1IINING EXCESSIVE PROFITS

Sec.
1604.401 Scope of subpart.
1604.402 General considerations.
1604A02-1 General approach.
1604.402-2 General objectives.
1604.402-3 Process of renegotiation.
1604.403 Specific considerations.
1604,403-1 Profits before taxes.
1604403-2 Separation of fixed-price and

other special fee contracts.
1604.403-3 Comparisons.
1604.403-4 Factors considered.
1604.403-5 Significance of settlements, or

profits or losses of other years.
160.403-6 Reserves against possible rene-

gotiation refunds.
1604.404 Computing margins of profit.
1604.405 Overextended contractors.
1604.406 Minimum refund.
1601.407 Cost-plus-fixed-fee contracts.
1604.407-1 Policy.
1604.407-2 Procedure.
1604.407-3 Treatment of disallowed costs

and adjustment of fees.
1604.407-4 Profit margins.
1604A08 Uncompleted portions of termi-

nated contracts.
1604.408-1 Separate consideration.
1604.408-2 Evaluation of performance with

1604.408-3

1604A09
1604.410
1604.410-1
1604.410-2
1604.411

1604.411-1
1604.411-2
1604.412
1604.412-1
1604.412-2
1604.413
1604.413-1
1604.413-2
1604A14
1604.414-1
1604.414-2
1604.415
1604.415-1
1604.415-2
2604.416
1604.416-1
1604.416-2

respect to uncompleted por-
tions of terminated contrats
and subcontracts.

Effect of waivers of termination
claims.

General policy.
Efficiency of contractor.
Statutory provision.
Comment.
-Reasonableness of costs and

profits.
Statutory provisio.
Comment.
Capital employed.
Statutory provision.
Comment.
Extent of risk assumed.
Statutory provision.
Comment. -
Contribution to the war effort,
Statutory provision.
Comment.
Character of business.
Statutory provision.
Comment.
Additional factors.
Statutory provision.
Factors provided by regulations.

SUBPART B-RECOVERY OF EXCESSIVE PROMITS
ALREADY REI.IZED

-Sec.
1604.420
1604.421
1604.422

1604.422-1
1604.422-2
1604.422-3
1604.42-4
1604.422-5

1604.422-6

1604.422-7
1604.423

1604.424

Scope of subpart.
Statutory provision.
Recovery by voluntary repay-

ment.
In general.
Time of repayment; general rule.
Relation to income tax payments.
Interest.
Repayment by credit memo-

randa.
Tax anticipation notes not ac-

ceptable.
Authority to enforce payment.
Witholding as a method of re-

covery.
Repayment of.excessive profits

determined by order.

SUBPART C-PRICE REDUCTIONS FOR FUTURE
DELIVERIES

1604430 Scope of subpart.
1604.431 Statutory references.
1604.432 Necessity for future pricing in

renegotiation.
1604.433 General policy on price reduc-

tions for future deliveries.
1604.434 Determination of amounts of

price reductions.
1604.435 Reduqtions not final.
1604.436 Performance of agreement to re-

duce prices.

SUBPART D-REEGOTLATION AIM TAXES

1604.440
1604.441
1604.441-1

1604.441-2

1604.442

1604.442-1

1604.442-2

1604.442-3

1604.442-4

1604.442-5

1604.443

1604.443-1

1604.443-2
1604.444

Scope of subpart.
Statutory provisions.
Subsection (c) (2) of the 1943

act.
Section 3806 of the Internal Rev-

enue Code.
Renegotiation after filing of Fed-

eral tax returns.
Allowance of credit for Federal

taxes.
Computation bf credit for Fed-

eral taxes.
Federal tax credit of individuals

under current tax payment act.
Determination of Federal tax

credit for partnerships.
Determination of Federal tax

credit for sole proprietor,
partnership and joint venture
in community property states.

Renegotiation prior to filing of
Federal tax returns.

Exclusion of excessive profits
from returns.

Effect of tentative tax return.
Special allocations of excessive

profits elimination required
for Federal tax purposes.

SUBPART A-PRINCIPLES AND FACTORS In
DETERMINING EXCESSIVE PROFITS

§ 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 excessive profits
under the terms of the act. ERR 401]

§ 1604.402 G e n e r a l conszderations
ERR 402]

.§ 1604.402-1 General approach. (a)
Under war conditions the Government Is
the nation's principal buyer. Its pur-
chases are paid for by taxation and bor-
rowing. The lower the costs, of produc-
tion and the prices paid directly or indi-
rectly by the Government, the less will
be the financial burden on the people of
the-country. War materials are essential
to the life of a nation at war. The GeV-

ernment as buyer must acquire theme
products and the producers of them, tts
a group, are the only sources of supply.
Renegotiation protects the Government
and the public on the cost of war goods
purchased and against excessive profits
arising from the prices paid for thtm.
Control of price and profit through re-
negotiation is a general substitute for the
pressure of competition on prices and
profits In peacetime, which is largely
eliminated in a war economy when the
demand for war goods greatly exceeds
the available supply.

(b) Sound pricing in many instances
was difficult or impossible under the com-
plications of such a vast and diversified
volume of purchasing in terms of indi-
vidual contracts. Renegotiation is in-
tended to insure that prices charged for
war products 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 period have been
established.
(c) Renegotiation is in effect an over-

all repricing, in which the contractor
has the advantage of combining, in the
fiscal year, prices, costs, and profits on
Al elements of his production after ac-
tual production experience. Prices are
composed of costs and profits, Where
the prices have been so high as to pro-
duce excessive profits, the adjustment
of prices is accomplished primarily
through an adjustment of the profits
included in the prices.
(d) An important goal of renegotia-

tion is to bring sufficient pressure on
excessive prices to induce constructive
action toward reductions in unit costs
and subsequent reductions in prices.
(e) The. Renegotiation Act contem-

plates the ellimnation of excessive prof-
its from war production primarily
through voluntary agreements between
the contractor and the Government. It
is intended that a Just and reasonable
wartime profit be allowed. It is not in-
tended to reduce profits to the narrow-
est possible margin but to eliminate
profits considered excessive and allow
the contractor to retain a profit, com-
puted before Federal taxes on income,
in an amount that will represent reason-
able compensation for war production in
the light of the contractor's peacetime
experience, expanded volume of produc-
tion, efficiency, invested capital, risks
assumed and other contributions to the
prosecution of the war. However, it
should be recognized that the weapons
and war goods which the nation needs
should be produced at a modest profit.
ERR 402.1J

§1604.402-2 General ob;ectives. The
general objectives in renegotiation are
briefly as follows:
(a) To eliminate profits which may

be considered excessive after careful re-
view of the circumstances of a contrac-
tor's business.
(b) To maintain or provide a. substi-

tute for competitive pressures on prices
and costs.

(c) To Induce redtions in prices and
costs.
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(d) To reward efficiency and stimu-
late production.

( ) To encourage prompt adjustment
to a reasonable price basis when pro-
duction experience indicates the orig-
inal price basis was unreasonably igh.
ERR 402.2]

§ 1604.402-3 Process of renegotiation.
In making renegotiation determinations
the Departments and their refresenta-
tives shall apply the following general
principles:

(a) All of the information necessary
to a sound and supportable determina-
tion shall be obtained.

(b) The contractor shall be given an
opportunity to develop and present what-
ever information is available to him
winch he may consider pertinent to the
determinmation.

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

(d) Financial and factual informa-
tion is to be reviewed with the contrac-
tor and his agreement to its afturacy
obtained wherever possible.

(e) The contractor is to be given every
possible assistance and all necessary in-
formation with respect to the technical
requirements of renegotiation, the Re-
negotiation Act, and the regulations in
this chapter.

(f) The facts and conclusions with re-
spect to the contractor's business are to
be fully deveioped oeiore a aetermina-
tion of excessive profits.

(g), 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 402.3]

§ 1604.403 Specifie considerations.
ERR 4033

§ 1604.403-1 Profits before taxes. In
renegotiation the amount of excessive
profits Is to be determined before provi-
sion for Federal taxes on income. Profit
margins on war contracts should not be
increased or maintained at a lgh level
in Drder to offset higher taxes. To per-
mit such a practice would nullify the
intent of Congress as expressed in the
Revenue Act. ERR 403.1]

§ 1604.403-2 Separation of fixd-price
and other special fee contracts. Cost-
plus-fixed-fee and other special fee con-
tracts of a contractor areto be treated
separately 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 § 1604.40T.) ERR 403.2]

§ 1604.403-3 Comparisons. In evalu-
ating a contractor's performance, com-
parisons should be made with the prices,
costs and profits of other contractors
engaged in the production of the same or
similar products or using the same or
similar processes. ERR 403.3]

, § 1604.403-4 Factors coftsidered. The
factors required to be given consideration
are stated in §§ 1604.408 to 1604.416.
ERR 403.4]

§ 1604.403-5 Significance of settle-
ments, or profts or losses of other gears.

(a) Notwithstanding the existence of c,
renegotiation sEttlement for a previoum
fiscal year, all the facts applicable to a
contractor's business for the year blng
renegotiated are to be examined and con-
sidered. The previous basis of deter-
mination Is not a controlling precedent
and the renegotiation of a succecding
fiscal year shall be predicated colely on
the facts and' circumstancvs of that
period.

(b) Loss of 1942 exempt volume of
sales should not be compsuated for by
an increase in the profit margin on re-
negotiable sales.

(c) In the case of rene-oti ation con-
ducted on a fiscal year basis, the contrac-
tor's profits or losses on rene-otiable sales
in a year prior or subsequent to the year
subject to renegotiation shall not be uscd
as an off-set or adjustment in the deter-
mination of excessive prcfits for the year
which s the subject of renegotiation.
(See § 1603.385-3.) ERR 403.5

§ 1604.403-6 Retmer against pao: Il
renegotiation ref unds. It is rccognlzd
that sound accounting principles may
make it desirable for contractora to cz-
tablish reserves against pozsible rencgo-
tiation refunds, but that the amount of
reserves established n IndivIdual situa-
tions will vary widely depending upon the
policy of the particular contractor con-
cerned. Neither the exLtence nor the
amount of such reserves I- to be consid-
ered directly or Indirectly in connection
with the determination of ecncclve prof-
its to be ehminatedM renc.otiation.
The renegotiating agencies will rccogMis
that conservative practice may result in
setting up such reserves in cuccs of the
anticipated liability and will not directly
or indirectly penaliza a contrcctor for
such action. ERR 403.6]

§ 1604.404 Computing 7aargtns of
profit. In computing the margin of profit
a contractor receives on his rencgotiable
business or sales after ma-ing a refund,
the amount of the refund is always de-
ducted from the renEgotiable bulnc:s or
sales as well as from the profit thereon.
ERR 4041

§ 1604.405 Orerextendcd contractora.
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 hL need
for working capital should be dLtin-
guished. A contractor should not be al-
lowed to retain excessive profits on war
contracts because he lacks adequate
working capital in relation to a greatly
Increased volume of bumes. Other
measures may be availed of to provide
adequate financing. In certain casc3 the
payment of the refund may be deferred
but only for a reasonable period and
under circumstances which Justify such
deferment. This policy is e::plained in
§ 1604.422. ERR 405]

§ 1604.406 ZMinimum refund. No re-
fund of excessive profits should, in the
absence of unusual circumztance3, be re-
quired in an amount less than $10.000'
before credit for the adjustment for state
Income taxes (see § 1603.39). The pro-
visions of this section shall not ap-
ply, however, to subcontracts under sub-

e2ction fa) (5 (B) of the 1943 act or to
ca-z where the provisions of Z 169.3--3
opzrate to limit the amount of the re-
fund. ERR Q0]

U 1CO4.407 Cot-ezis-ltzzd-fscr co--
facts. ERR 407]

U 160 A07-1 Policy, Cot-puz-fix, d-
fee contracts are to be considered sepz-
rately from fLzed-pnca contracts. Sac-
tions 1604.407-2. 1COL407-3 and 1634.497-
4 refer to cupply contracts. ERR 407.1]

15 1COA07-2 Procciure. In renego-
tiating cot-plus-fized-fee contracts, the
contractor should set forth the actual
and prosp:ctive costs as well as the fees,
statcd separately, for each individual
contract. The following information
should be obtained:

(a) Comparison of the actual and
prozp:z:Uve costs of each contract should
be made with the estimated cost upon
v,hich the fee was based.

Ib) The dates, amounts and feez of
each contract should be mzembledi m
chronalogical order. Note whether the
fi::d fee decreased as the volume of the
same product to be produced on succes-
sive contracts increasad.

(es The proportion of the sales, costs
and profit3 attributable to the fisc.a yezr
under renegotiation should be sst forth.

(d) The factors referred to in
C IC01403 and following should be con-
sidered. [RR 4072]

u 10-1.407-3 Treatment of disaklzla d
cost3 a-sd allLtmcnt of fedt. (a) D:z-
allowances of costs under cost-plus-
fihnd-fea contracts made in accordanca
with the terms of the contracts will, e:--
cept 'a noted beloGw, be deducted from
the fee. If, however, any part of the
amounts so diallowed are determinable
bu.zine:3 expezes which would otherwiz
nceezily have been incurred for the
continu'ud operation of the busin a.-.
an enterprise and, If such amounts are
deductions of the character parmitted
under the applicable provision of the In-
ternal Revenue Code and the contractor
has fined-price buzsne3, the amount of
such disallowances may be allocated to
fixed-price renegotiable and non-renez,-
tiable busines3 in proper proportions.
Refrence L made to 103.500-6 and
claue2 7 of the form in S 1607.741-2, re-
lating to waiver of claim. under a cost-
plu-fiun=d-fee contract when the amount
of the Item disallowed under such con-
tract Is allowed o a cost against rene-
gotiable bualnc:.

(bo The resultant net fee in terms of
pe reent of eco t wll be related to the per-
cent fee provided for under the contract
or contracts.

# c, Actual product cost3 vi be related
to the prices zpcifiaed in the contract or
contracts on which the fee is bzasd.

(d) The resultant dollar fee wil be re-
lated to the work done un'der the contract
or contracts, the performance results,
and the volume of business resulting fom
the contract or contr'acts.
(e# The elements stated in paragrapas

(a) fb) (c) and (d) ab3ve should bie
reviewed, when appropriate, with the
procurement officers responsible for ths
placing and suparvLson of the cozt-plus-
flied-fc2 contracts for the purpie of da-
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termining whether or not the fee result
is consistent with that intended when the
contract or contracts were entered into.
[RR 407.3]

§ 1604.407-4 Proftt margins. (a) The
margin of profit on cost-plus-fixed-fee
contracts should be less than that on
fixed-price contracts for the same volume
of the same product under similar cir-
cumstances.

(b) If there has been a reduction of
costs below the estimated costs on which
the fee was based and it is clearly dem-
onstrated that such reduction of costs is
attributable to the contractor's own ef-
forts, the fee should not be reduced mere-
ly because of this reduction in costs. The
fees received under a cost-plus-fixed-fee
contract should have a reasonable rela-
tionship to the services performed by the
contractor. ERR 407.4)

§ 1604.408 Uncompleted Portions of
terminated contracts. ERR 408]

§ 1604.408-1 Separate consideration.
Where a segregation of the items alloca-
ble to the uncompleted portions of ter-
minated contracts and subcontracts is
made in accordance with the principles
set forth in §§ 1603.308-3 and 1603.381-5
(b) of this chapter, separate considera-
tion will be given to such items, in the
light of the applicable statutory factors
in determining excessive profits. The
evaluation so made of the contractor's
performance with respect to the uncom-
pleted portions of terminated contracts
and subcontracts will be taken into con-
sideration with the evaluation of the con-
tractor's performance of the completed
portions of such contracts and subcon-
tracts and other contracts and subcon-
tracts in determining the excessive prof-
its, if any, of the contractor for the period
involved in the renegotiation. ERB
408.1]

§ 1604.408-2 Evaluation of perform-
ance with respect to uncompleted por-
tions of terminated contracts and sub-
contracts. The evaluation of the con-
tractor's performance with respect to the
uncompleted portions of terminated con-
tracts and subcontracts will be measured
by the nature and extent of such per-
formance. The more nearly the nature
and extent of such performance approxi-
mate the nature and extent of the con-
tractor's performance of completed con-
tracts and subcontracts of the same type,
the more nearly the evaluation of such
performance will approach that given to
the contractor's performance of. com-
pleted contracts and subcontracts of the
same type. On the other hand, if, for
example, the contractor's performance
under the uncompleted portions of ter-
minated contracts and subcontracts has
consisted largely of the acqisition of in-
ventory which he has processed only
slightly or not at all, then the value
placed upon such performance must be
expected to be substantially less than the
value" of the contractor's performance in.
processing such inventory into fimshed
articles delivered under completed con-
tracts and subcontracts. Essentially the
problem is no different from that in-
volved in evaluating the contractor's per-
formance under contracts or .subcon

tracts the performance of winch has
been affected by cutbacks, changed re-
quirements, etc., resulting in inventory
losses or write-downs allocable to renego-
tiable business but with respect to which
the contractor had no termination claim
or other right -to reimbursement. ERR
408.2] 

§ 1604.408-3 Effect of waivers of ler-
mination claims. The evaluation of the
contractor's performance with respect to
the uncompleted portions of terminated
contracts and subcontracts is not affected
by whether he has or has not waived all
or any part of his right to compensation
under termination claims. Appropriate
effect will be given to the evaluation of
such performance in determining the ex-
cessive profits, if any, whicL are included
in the contractor's aggregate receipts or
accruals subject to renegotiation,whether
or not such receipts or accruals include
any amounts received or accrued under
termination claims (see § 1603.308) ERR
408.3]

§ 1604.409 General pplicy, Reason-
able profits in every case should be de-
termined with reference to the particular
factors present without limitation or re-
striction by any fixed formula with re-
spect to rate of profit, or otherwise. Re-
negotiation should not result in a margin
of profit based on the principle of a per-
centage of cost as profit. Contractors
who sell at lower prices and produce at
lower costs through good managemept,
improved methods of production, close
control of expenditures and careful pur-
chasing should receive a relatively more
.favorable determination than those who
do not. Mere claims of the contractor, in
the above terms, for favorable considera-
tion cannot be recognized. They must
be supported by established facts, anal-
yses and appropriate comparisons which
clearly demonstrate their validity. ERR
409]

§ 1604.410 Efficzency of contractor
[RR 410]

§ 1604.410-1 Statutory provision. Sub-
section (a) (4) (A) of the Renegotiation
Act of 1943 provides that in determining
excessive profits there shall be taken into
consideration the following factor:

(i) efficiency of contractr, with particu-
lar regard to attainment of quantity and
quality production, reduction of costs and
economy In the use of materials, facilities,
and manpower.

ERR 410.1]
§ 1604.410-2 Comment. Considera-

tion is to be given to the contractor's rec-
ord for efficiency or lack of efficiency in
operations with particular attention to
the following:

(a) The quantity of production; for
example, in relation to available physical
facilities; the meeting of production
schedules; the expansion of facilities;
the maximum use of available produc-
tion facilities.

(b) The quality of production; for ex-
ample, the record of maintenance of
standards of quality; the rejection rec-
ord; reported mechanical or other diffi-
culties in the use or installation of the
product, -

(c) The reduction of costs; for ex-
ample, the decrease In costs per unit of
production or per unit of sales as be-
tween 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 gen-
eral and controllable expenses; the do-
crease in' prices paid vendors on pur-
chased materials and subcontracted
items or -units. (See § 1604.411-2
(a)-(c).)

(d) The economy In the use of mate-
rials, facilities and manpower; for ex-
ample, the decrease In quantity of ma-
terials used in relation to production
and the number of employees in relation
to production; the substitution of non-
critical materials for critical materials;
the reduction of waste. ERR 410.2]

§ 1604.411 Reasonableness of costs
and profits. ERR 411]

§ 1604.411-1 Statutory provision.
Subsection (a) (4) (A) of the Renego-
tiation Act of 1943 provides that In de-
termining excessive profits there shall be
taken into consideration the following
factor,

(1H) reasonablencs of costs and profits,
with particular regard to volume of produc-
tion, normal pre-war earningo, and compari-
son of war and peacetime products.

[RR 411.1]
§ 1604.411-2 Comment. (a) Considera-

tion 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 sell-
ing, advertising, and general adminis-
trative expenses. Low costs with rela-
tion to other contractors and lowered
costs with relation to the prior fiscal
year, where clearly established and
shown to be the result of efficiency In
management, are ,especially significant
and should receive favorable considera-
tion.

(b) Consideration should be given to
the corresponding profits in pre-war bas e
years of the contractor and for the in-
dustry, especially In cases where the war
products are substantially like pre-war
products. In the absence of exceptional
circumstances, the years 1936-39 will be
-used as a base period. In making com-
parisons with the base period, considera-
tion should be given to any fundamental
changes In the contractor's business, In-
cluding the difference in character be-
tween war and peacetime products. The
contractor's peacetime profits will be of
greater significance where there Is little
change in the product or manufacturing
process since the base years. The rate op
profit made on peacetime business Is not
of itself a basis for profits to be made
on war contracts. It should not be as-
sumed that under war conditions a con-
tractor is entitled to as great a margin
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of profit as that obtained under com-
petitive conditions in normal times.

(c) Consideration is to be given to the
effect of volume on costs and profits. In-
creased volume usually serves to reduce
average unit costs and increase profits
accordingly. Where the volume has been
created by Government purchasing, the
Government should receive the principal
benefit from the decreased costs and in-
creased profits resulting therefrom. In
general, the margin of profit on expanded
war sales should be reduced in reasonable
relationship to the expanded volume.

(d) Where a contractor is engaged in
more than one class or type of business,
the varying characteristics of the several
classes of business should be taken into
consideration. ERR 411.2]

§ 1604.412 Capital employed. ERR 4123

§ 1604.412-1 Statutory provson. Sub-
section (a) (4) (A) of the Renegotiation
Act of 1943 provides that in determining
excessive profits there shall be taken
into consideration the following factor:

(iii) amount and source of public and pri-
vate capital employed and net worth.

ERR 412.11
§ 1604.412-2 Comment. Consideration

is to be given to the amount and source
of capital employed. This should include
establishing and considering the pro-
portion of plant or equipment or mate-
rials supplied by Government agencies or
other contractors; the amount of pro-
duction from plant and equipment fur-
nished by the Government or others; the
amount and proportion of investment
covered by certificates of necessity" the
amount of private capital at the begin-
ning of the year; the extent and source
of additional investment during the year
in fixed assets; and loans, advances or
Government guarantees. The relation-
ship of the profit before taxes realized
before and after renegotiation from the
use of capital employed in renegotiable
business to the value thereof at the be-
ginning of the year should be used-as a
check to determine the return being re-
alized on such investment. A contractor
using his own capital is generally en-
titled to more favorable consideration
than a contractor largely dependent upon
Government financing or Government
furnished facilities. Where a large part
of the capital or facilities is supplied by
the Government, the contractor's contri-
bution tends to become one of the man-
agement only and the profit margin
should be considered accordingly. ERR
412.21

§ 1604.413 Extent of nsk assumed.
ERR 4131

§ 1604.413-1 S t atu t o r y provtson.
Subsection (a) (4) (A) of the Renego-
tiation Act of 1943 provides that in deter-
mining excessive profits there shall be
taken into consideration the following
factor:

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

ERR 413.11
§ 1604.413-2 Comment. (a) Consid-

eration is to be given-to the extent of
risk assumed by the contractor; for ex-
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ample, possible increase in the cost of
materials and wages; delays from in-
ability to obtain materials; "cutbac's"
in quantities; guarantees of quality and
performance of the product; and such
other risks as may be clearly determined.

(b) Particular consideration should be
given to the risks assumed incident to
reasonable pricing policies. The pric-
ing policy of the coitractor is more
clearly indicated by the reasoncbleness
of his billing prices and the reasonable-
ness of the profit margin included In
billing prices than by his final profit
position. Voluntary refunds establish-
ing a lower profit margin for the flal
year are significant only when having
the effect of consistently adjusting prices
and profits throughout the p2rlci. The
contractor whose pricing policy zcults
in comparatively reasonable orlsinal
profit margins on renegotiable business
from original billing prices should re-
ceive more favorable consideration than
a contractor whose pricing policy results
in substantially excessive profits. The
contractor who maintains low cost and
only a reasonable margin of proflt is
subjected to the risks normally noldent
to the performance of a fixed-price con-
tract secured under competitive condi-
tions, while the contractor who over-
prices usually has taken few, if any, of
such risks. In the latter case, the profit
margin of the contractor should ne ad-
justed in the direction of the fee that
might have been allowed under a cost-
plus-a-fixed-fee contract for the pro-
duction of similar articles. Since many
contractors have now had sufficient ex-
perience in production of contracted
materials to eliminate or reduce the risks
that may have justified liberal prtces
earlier, renegotiation agencies are to
emphasize pricing policy by giving le.s
favorable consideration to contractors
who have not followed a reasonably cloze
pricing policy. (See paragraph (e) of
this section.)

(c) 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
account. 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 substan-
tial weight.

(d) Price comparisons should be made
with other contractors making the same
or essentially similar products.

(e) While prices which are actually
lower than those of competitors are a
favorable fact, it should be rcc:znlzed
that a low profit margin may be the re-
sult of comparatively low prices being
coupled vith comparatively higlh costs
in whichi event neither the low prices nor
the low profit margin should receive full
consideration as favorable facts.

(f) Where the entry of a contractor
Into war business involved physical and
other adjustments which will create sub-
stantial problems in a reconversion to
pre-war business such as possible loss on
capital investments made for war pro-
duction purposes, loss or saturation of
markets or other similar problems, the

Increased risk Incident to such contrac-
tor'es entry into war business as compared
with other contractors who do not have
similar ris-s is to be given consideration.
ERR 413.2]

§ 1604.14 ContrIbution to tke zar
effort. 1RR 4143

§ 1604.414-r Stattutory provmison.
Subs-ction (a) (4) (A) of the Renego-
tiationAct of 1943 provides that in deter-
mining excessve profits there c b3
tak'en into consideration the followng
factor:

(v) nature and extent of contributfon to
the war e9ort, Including- Inventive ard da-
vc opmeit contribution and ca.ai=-=n
with the Govcrnment and ofter contrtomz
In supplying technical as-Ltance.

ERR 414.11
§ 1604.414-2 Comment. Conara-

tion is to be given to the nature and ex-
tent of the contractor's contributio- to
the war effort. Favorable considerat-ion
for unusual contributions should be-in
at a high level of performance. Ezjer-
mental and developmental work of high
value to the war effort, and new inven-
tions, techniques and processes of un-
usual merit are examples of sp.cial con-
tributions. The extent to which a con-
tractor cooperates wivth the Government
and with other contractors in developing
and supplying technical assistance to
alternative or competitive sources of sup-
ply is a fact which should be given fa-
vorable consideration and the effiet of
such sharing of knowledge on the con-
tractor's future peacetime buin-z3
should also be taken into account. FRR
414.2]

§ 1604.415 Character of b r ress.
ERR 4151

§ 1604.415-1 Statutory provson.
Subszction (a) (4) (A) of the Rmgotia-
tion Act of 1913 provides that = deter-
mining excessive profits there sh:ali ba
t"--en Into consideration the following
factor:

(vi) character of business, Including com-
plexity of manufacturing techniqu-. cisarac-
tcr and extent of vubcontracting, an- Mte
of turn-ovr.

ERR 415.11
§ 1604.415-2 Commcnt. (a) Consid-

oration is to be given to the character of
the businezs of the contractor. The
manufacturing contribution will vary
with the nature of the product and the
deg-ree of skill and precison required in
the work performed by the contractor.
A contractor who performs a large
proportion of the work under hi3 con-
tract directly contributes a greater part
of the ultimate value of Ins product and
generally has a lower turnover than com-
panies acting primarily in an a:smbly
capacity. The work done by a contrac-
tor who subcontracts a substantial por-
tion of the manufacturing process differs
from the work done by a contractor who
makes the end product through all or
most of its production stages. The ratio
of labor and burden (overhead) to mate-
rials Included in cozts is usually sisnifi-
cant. The relative complemity o the
manufacturing technique and the rela-
tive integration of the manufactunng
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process are the basic considerations in
evaluating this factor.

(b) Maximum war production and the
policy of Congress require that subcon-
tracting be used to the maximum extent
practicable. A contractor who, through
subcontracting, materially increased the
volume of war production in addition
to making full use of his own plant and
facilities, has shown ingenuity and re-
sourcefulness in making use of the facil-
ities of small plants, has assisted with
engineering and production advice and
has devoted time and managerial ability
to such subcontractors should be con-
sidered as having made a greater con-
tribution than one who has merely sub-
contracted certain parts of his produc-
tion requirements. The contribution
made by a contractor with respect to
organizing the volume of his business
produced by subcontractors varies sub-
stantially and must be evaluated in each
instance.

(c) Rate of turnover will indicate the
use of plant, materials and net worth.
Low rate of turnover may indicate more
complete integration in production or be
related to the type of product and nature
of the manufacturing process. High rate
of turnover may indicate relatively
smaller manufacturing contribution or
by comparison with other manufacturers
of similar products a relatively greater
efficiency. ERR 415.21

§ 1604.416 Additional factors. ERR
4161

§ 1604.416-1 Statutory provston. Sub-
section (a) (4) (A) of the Renegotiation
Act of 1943 provides that in determining
excessive profits there shall be taken into
consideration the following factor:

(vii) such other factors the consideration
of which the public interest and fair and
equitable dealing may require, which factors
shall be published in the regulations of the
Board from time to time as adopted.

ERR 416.1]
§ 1604.416-2 Factors provided by reg-

ulations. No additional factors have
been adopted by the War Contracts
Board as, in its opinion, the statutory
factors are broad enough to provide a
basis for consideration of any element
of a contractor's business necessary to be
considered in renegotiation. ERR 416.2]
SUBPART B-RECOVERY OF EXCESSIVE PROFITS

ALREADY REALIZED
§ 1604.420 Scope of subpart. This

subpart deals with the repayment of
excessive profits already realized. Sub-
part C deals with the elimination of ex-
cessive profits through voluntary agree-
ment to reduce prices on deliveries to be
made in the future. Subpart D deals
with the allowance of the tax credit to
which the contractor is entitled under
section 3806 of the Internal Revenue
Code. ERR 420]

§ 1604.421 Statutory provsion. Sub-
section (c) (2) of the 1943 act provides:

Upon the making of an agreement, or the
entry of an order, under paragraph (1) by
the Board, or the entry of an order under
subsection (e) by The Tax Court of the
United States, determining excessive profits,
the Board shall forthwith authorize and dl-

rect the Secretaries or any of them to elimi-
nate such excessive profits (A) by reductions
In the amounts otherwise payable to the
contractor under contracts with the depart-
ments, or by other revision of their terms;
or (B) by withholding from amounts other-
wise 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 6f such subcontractor; or
(D) by recovery from the contractor, throuZh
repayment, credit, or suit any amount of such
excessive profits actually paid to him; or (E)
by any combination of these methods, as is
deemed desirable. Actions on behalf of the
United States may be brought in the appro-
priate courts of the United States to recover
from the contractor any amount of such ex-
cessive 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 excessive profits
thereon. Each contractdr and subcontractor
is hereby indemnified by the United States
against all claims by any subcontractor on
account of amounts withheld from such sub-
contractor pursuant to this paragraph. All
money recovered In respect of amounts paid
to the contractor fromappropriations from
the Treasury by way of repayment or suit
under this subsection shall be covered into
the Treasury as miscellaneous receipts. Upon
the withholding of any amount of excessive
profits or the crediting of any amount of ex-
cessive profits against amounts otherwise due
a contractor, the Secretary shall certify the
amount thereof to the Treasury and the ap-
propriations of his Department shall be re-
duced 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 exces-
sive profits the Secretary shall allow the con-
tractor or subcontractor credit for Federal
income and excess profits taxes as provided
in section 3806 of the Internal Revenue Code,

For the purposes Of this paragraph the term
"contractor" includes a subcontractor.

ERR 4211

§ 1604.422 Recovery by voluntary re-
payment. ERR 4221

§ 1604.422-1 In general. In renego-
tiation with respect to a completed fiscal
period, the elimination of excessive prof-
its will ordinarily be effected pursuant to
an agreement providing for a refund.
This refund may be made by the con-
tractor in a single payment or in install-
ments as the agreement may provide (see
§§ 1603.323 and 1605.502-5) ERR 422.1]

§ 1604.422-2 Time of repayment;*
general rule. (a) Generally, when ex-
cessive profits are eliminated by install-
ment payments, the final installment
must- be paid not later.than the end of
the fiscal year following that to which
the renegotiation relates, or within 30
days after the execution and delivery of
the agreement, whichever is later.

(b) If, in the opinion of the Depart-
ment conducting the renegotfation, the
application of the policy stated in
§1604.422-2 (a) will result in undue
hardship to a contractor, then the rene-
gotiation agreement may provide for fur-
ther 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 renegotiation re-
lates, as may be approved bysuch De-
partment.

(c) Installments must be arranged so
that there Is no contravention of the
principle stated In § 1604.422-3 with
respect to Income tax payments.
ERR 422.2]

§ 1604.422-3 Relation to income tax
payments. In any case where the exces-
sive profits have been or may be excluded
from income for Federal income and ex-
cess profits tax purposes for the year to
which renegotiation relates, the Install-
ments In which the renegotiation refund
is to be paid must be so arranged that the
total cash payments required on or be.
fore each payment date for Federal In-
come and. excess profits taxes' upon In-
come for such year are at least equal to
the Federal Income and excess profits
taxes the contractor would have had to
pay by each such date upon the excesIlvo
profits eliminated. ERR 422.3]

§ 1604.422-4 Interest. (a) No rene-
gotiation agreement when originally
made shall require the payment of Inter-
est on Installments of the refund which
are not in default thereunder and which
are provided to be payable within the
time prescribed In § 1604.422-2.

(b) In cases of default, interest accrues
and is payable upon each payment due
under an agreement from and after the
due date thereof, whether or not the
agreement contains a contract provision
for the payment of interest. The rate
shall be that provided by law In the Dis-
trict of Columbia as the rate which is ap-
plicable in the absence of express con-
tract as to the rate of Interest. (See
§§ 1605.502-5 (h), and 1608.807.)
ERR 422.43

§ 1604.422-5 Repayment by credit
memoranda. The elimination of exces-
sive profits may, but only If the rene-
gotiation agreement so provides, be of-
fected by reductions In the amounts
otherwise payable to the contractor
under contracts with the Departments
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 Department or
Departments applicable against specified
existing prime contracts In a sum not in
excess of the amounts then unpaid
thereon. ERR 422.5)

§ 1604.422-6 Tax anticipation notes
not acceptable. Tax anticipation note
cannot be accepted In discharge of an
obligation to eliminate excessive profits,
However, the Treasury Department has
informed all Federal Reserve Banks that
they are authorized to redeem currently
Series B or Series C tax notes If the pro-
ceeds of the notes are to be used in pay-
ment of sums due as a result of renego-
tiation, ERR 422.61

§ 1604.422-7 Authority to enforce pay-
ment. The authority to enforce payment
Is dealt with In §§ 1604.421, 1Q06.626-1
and 1608.821-1. (See also §§ 1604.423
and 1605.502-5 (d).) ERR 422.7]

§ 1604.423 Withholding as a method
of recovery. (a) In a proper case, exces-
sive profits may be eliminated by the
withholding of the amount of excessive
profits from amounts otherwise due to a
contractor or by directing a contractor

1000
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to withhold for the account of the United
States amounts otherwise due to a sub-
contractor.

(b) Withholding on subcontracts will
be effected by a contractor or subcon-
tractor upon a direction issued by a Sec-
retary oL a Department or pursuant to
his authority. The contractor should
make payment to his subcontractor in
accordance with the terms of the sub-
contract until otherwise so directed.
The 1943 act indennifies any contractor
or subcontractor against all claims un-
der any subcontract for an amount
withheld pursuant to such a direction.
Any amount so withheld by a contractor
or subcontractor shall be held by him
for the account of the United States and
shall be paid over to a Department upon
a direction issued by or pursuant to the
authority of a Secretary of a Depart-
ment.

(c) Action to withhold under con-
tracts and subcontracts may be taken
upon default in the elimination of exces-
sive profits determined by agreement, as
well as in cases of determinations of
excessive profits Iiiade by unilateral
order.

(d) A form which may be used to di-
rect a contractor to withhold and a form
which may be used to direct a contractor
to pay over amounts withheld are found
in §§ 1607.748-1 and 1607.748-2. [RR
423]

§ 1604.424 Repayment of excessive
proftts determned by order The elimi-
nation of excessive profits determined by
order is dealt with in § 1606.626. [RR
.424]
SUBPART C-PRICE REDUCTIONS FOR FUTURE

DELIVEIES
§ 1604.430 Scope of subpart. This

subpart deals with future repricing and
its relationship to renegotiation.. RR
430]

§ 1604.431 Statutory references. (a)
The Renegotiation Act of 1943 gives the
War Contracts PricD Adjustment Board
no authority to compel price reductions
for future deliveries, section 403 (c) (1)
of the 1943 act conferring the power to
renegotiate only with respect to "amounts
received or accrued." This section m the
1942 act dealt with. "profits realized or
likely to be realized."

(b) The 1943 act does contain, how-
ever, permissive language with respect to
forward pricing, section 403 (c) (1) pro-
viding that any renegotiation agreement
may, "with the consent of the contractor
or subcontractor, also include provisions
with respect to the elimination of exces-
sive profits likely to be received or ac-
crued."

(c) The authority to compel repricing
of war contracts is now contained m Title
VIMsection 801 of the Revenue Act of
1943. Thereunder, when the Secretary
of a Department deems prices unreason-
able or unfair, whether under existing
agreements or with respect to prospective
procurement, he may by order fix the
price to be paid and other terms. Any
person aggrieved may, within six months
after The date of the order, sue in an ap-
propriate court for the difference between

the price fixed by the order and what he
claims to be fair and Just compensation.
Should any person wilfully refuse or fail
to furnish any articles or cervices at the
price so fixed, the President has power
to take over and operate any plant of
such person under section 9 of the Selec-
tive Training and Service Act of 1940, as
amended. (For text of the repricing
statute see § 1603.804.) [RR. 431]

§ 1604.432 Necessity for future pric-
ing in renegotiation. (a) Compulsory
repricing of contracts with respect to
future deliveries will be separately ad-
ministered by the Secretarles of the sev-
eral Departments, and Is not by statute
an obligatory part of renegotiation.

(b) In every case where there has ben
a determination of excesive profits and
It appears excessive profits may be real-
ized 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 deliv-
eries. If the contractor is unwilling to
adjust future prices, his failure so to do
will be taken into consideration In the
next renegotiation. In such case, a re-
port 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 delircries. (a) The
reduction of excessive prices for future
deliveries is especially vital to the cost
of the war production program. A con-
tractor maintaining a high margin of
profit, but refunding part of theze profits
at the time of renegotiation will not have
the same need to control or curtail costs
as a contractor who is operating with a
reasonable current margin of profit.

(b) ,The contractor who maintains an
excessive profit margin on current sales
has eliminated risks to almost the same
extent as a cost-plus-flxed-f~e con-
tractor. On subsequent over-all renego-
tiation such a contractor will receive less
favorable consideration than a contrac-
tor who has operated throughout the
year on prices which include only a rea-
sonable profit. (See § 1604.411.) ERR
433]

§ 1604.434 Determination of amounts
of price reductions. In general an at-
tempt should be made to reduce the
prices for future deliveries sufficiently to
avoid tile future realization by a con-
tractor of excessive profits under his
contracts and subcontraots. The actual
reductions indicated as necessary should
be determined from the financial and
other information obtained on renegotia-
tion for the preceding period and from
available current cost and price data.
[RR 434]

§ 1604.435 Reductions not final. The
provision for reductions should clearly
state that any reduced prices or price
reductions for the succeeding period, pro-
vided in the agreement, are not a final
determination under the act and do not
operate as a clearance for those prices
or for the succeeding period. ERR 435]

§ 1604.436 Performance of agreement
to reduce prices. The contractor's rec-
ord in fulfillment of his agreement to

reduce prices made n renegotiation for
a previous year will be given substantial
weight in the renegotiation determina-
tion of the current year. [RR 4361

SDPArT D0-flNsEGOUATIO1. AND TA:S

§ 1604.440 Scope of subpart. Tis
subpart deals with the effect of renego-
tiation upon a contractor's Federal in-
come and excess profits taxes. With ref-
erence to adjustment for state taxes see
§1603.389. [RB 4401

§ 1604.441 Statutor pro zsions. ERR
441]

§ 1604.441-1 Subsection (e) (2) of the
1943 act. Subsection (c) (2) of the 1943
act provides in part as follows:

In elhninating excc-mive profits the Sea-
retary rcll allow the contractor or sub-
contractor crellt for Federal income and
czc-z profit- tax-s as provided In saction
359 of the Internal Revenue Code.
[RR 441.1]

§ 1604.441-2 Section 3806 of the In-
ternal Rerenue Code. Section 3803 of
the Internal Revenue Code is set forth
in § 1608.02. This section requires, as
a general rule, that the amount of a con-
tractor's Federal income and excess
profits taxes, which have been assessed
for a prior taxable year in respect of
excessive profits realized In such year,
be allowed as a credit against the total
excessive profits to be eliminated. By
reason of the amendments to section
3806 made by section 701 (c) of the Rev-
enue Act of 1943, it also provides special
rules covering the allowance of tax cred-
Its against excessive profits to be elimi-
nated for taxable years beginnng in 1942
in cases involving individuals who are
subject to the Current Tax Payment Act
of 1943. ERR 441.2]

§ 1604.442 Renegotiation after filing
of Federal tax returns. [RR 442]

§ 1604.442-1 Allowance of credit for
Federal taxes. (a) The allowance of a
credit for Federal taxes is provided by
section 3806 of the Internal Revenue
Code for the purpose of relieving con-
tractors from double payments of exces-
sive 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.

(b) 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 Fad-
eral income and excess profits taxes
assessed in rcspzect of the contractor's
income for the period (including the ex-
cezve profits) and the amount of Fed-
eral income and exce profits taxes
which would have been assessed If the
excezive profits had been excluded from
the returns, is allowed as a credit against
the exceszive profits determined.

(c) The amount of the credit is based
upon the amount of taxes assessed prior
to the credit computation. I the as-
see-ment based uin the return filed ha
not been revised by the Bureau of In-
ternal Reveaue then the credit s com-
puted upon the basis of such assesssment,
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If such assessment has been revised, then
the credit is computed upon the basis
of the revised assessment.

d) Adjustments of a contractor's re-
turns to reflect the reduction of taxable
gross and net income and the amounts
of tax and post-war credit are made by
the Bureau of Internal Revenue after tax
credits have been allowed. Any subse-
quent changes in the conitractor's net in-
come or tax liabilities are based upon
these adjusted figures. Amended re-
turns are not to be filed. When the tax
credit is computed and applied it will not
,be revised thereafter.

(e) 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
renegotiation occurs after the filing of
Federal tax returns, as would have been
required if the gross amount of the ex-
cessive profits had been repaid to the
Government prior to the filing of the
Federal tax returns and no Federal taxes
had been assessed thereon. ERR 422.1]

§ 1604.442-2 Computation of credit
for Federal taxes. (a) The Bureau of
nternal Revenue computes the credit al-

lowable under section 3806 of the Inter-
nal Revenue Code for-Federal income and
excess profits taxes assessed for a prior
taxable year. The contractor should
submit written requests for such deter-
minations directly to the Internal Rev-
enue Agent in Charge of the Division of.
the Bureau of Internal Revenue where
the contractor filed its tax return for
the fiscal year involved. Forms for re-
questing computation of the credit ap-
pear at §§ 1607.731, 1607.732, and 1607.-
733. The requests should not be sent to
the Collector of Internal Revenue.

(b) Where the original returns have
been filed so recently that they are not
available to the office of the Internal
Revenue Agent in Charge, he will com-
pute the amount of the tax credit from
the contractor's retained copies of the
returns. It usually requires at least six
months after filing, for a return to reach
the office of the Internal Revenue Agent
in Charge. In such cases, photostat or
certified copies of the returns should ac-
company the request to the Internal Rev-
enue Agent in Charge. In the case of
corporations, copies of pages one and
two of the corporation forms 1120 and
1121 will ordinarily suffice.

(c) A copy of the contractor's request
to the Internal Revenue Agent i Charge
should be mailed to the Department han-
dling the renegotiation. [RR 442.2]

§ 1604.442-3 Federal tax credit of %ndi-
viduals under Current Tax Payment Act.
(a) Under the Current Tax Payment Act
of 1943, there is only one tax liability
with respect to the income of individuals
for 1942 and 1943, and this tax liability
is determined on. the basis of the return
for 1943. Accordingly, the tax credit al-
lowable to individuals in such cases will
not be the decrease in the tax for the par-
ticular year which is renegotiated, but
the decrease in the total tax for 1943
which results from the elmmation of ex-
cessive profits realized in 1942 or in 1943.

(b) The amount of an individual's
total tax for 1943 which is to be decreased
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by the elimination of excessive profits
Is -either his tax liability for 1943, as
shown on his return for 1943, or his total
payments on account of his tax for 1942
and 1943, whichever amount is the larger.

(c) Where excessive profits deter-
nned for 1942 or 1943 were included
by the contractor in the computation of
his tax liability as shown on his 1943
return, the tax credit computation should
be requested in accordance with the
form appearing at § 1607.732.

(d) Where excessive profits determin-
ed for 1942 or 1943 were included by the
individual in computing his estimated
tax for 1943 but such excessive profits
were omitted in computing his tax liabil-
ity as shown on his return for 1943, the
tax credit computation should be re-
quested in accordance with the form ap-
pearing at § 1607.733.

(e) Where, before renegotiaion, the
excessive profits were included in the tax
computation as describeff in paragraph*
(c) or (d) the amount of the credit is
the excess of (1) the amount of the tax
which is to be decreased, described un-
der paragraph (b) over (2) the tax as
computed after the excessive profits
have been eliminated from income.

Cf) Under the Current Tax Payment
Act, a 1942 taxable year of an individual

'is any taxable year which began in
1942. Such a 1942 taxable year may,
therefore, be a fiscal year ended at any
time in 1943 prior to December 31, 1943.

(g) In no case will a tax credit be
computed by the Internal Revenue Agent
in Charge, or allowed in renegotiation,
prior to the filing of the return for 1943
ERR 442.3]

§ 1604.442-4 Determination of Federal
tax credit for partnershzps. (a) Since
a partnership files only an information
return and the Federal tax is imposed on
the individual incomes of the partners,
the tax credit to which a partnership is
entitled under section 3806 for a prior
taxable year is the aggregate amount of
the separate credits to which the Indi-
vidual partners are entitled because their
shares of the partnership's income are
reduced by the elimination of the exces-
sive partnership profit. A request for
a credit computation should be made for
each partner on the form set forth at
88 1607.732 or 1607.733, whichever is ap-
propriate under the circumstances.

(b) For example, if A and B are part-
ners with 60% and 40% interests respec-
tively, and the partnership has realized
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 $600,000 and B's by $400,-
000. Upon 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'sindividual income tax
-for the-year. The aggregate amount of
such reductions in A's and B's individual
Federal income tax will represent the
credit to be allowed under section 3806
against the partnerslp's obligation to
refund excessive profits of $1,000,000.
ERR 442.4]

§ 1604.442-5 Determination of Federal
tax credit for sole proprzetor, partnership
and 7omt venture %n community property
States. If a portion of the excessive
profits received or accrued by a solo pro-
prietor, partner, or joint venturer, was
included in the Federal Income tax re-
turn of his or her spouse by virtue of the
community property laws of the state in
which they are domiciled, the tax credit
allowed under section 3806 will include
the amount, as determined by the In-
ternal Revenue Agent in Charge, by
which the spouse's tax is decreased by
the elimination of the excessive profits,
In such cases, both the husband and the
wife should submit to the Internal Rev-
enue Agent in Charge a written request
for p determination of tax credit (see
§§ 1604.442-2, 1607.732 and 1607.733)
ERR 442.5]

§ 1604.443 Renegotiation prior to fll-
ing of Federal tax returns. [R 443]

§ 1604.443-1 Exclusion of excessive
Profits from returns. (a) When, as a
result of renegotiation, the amount of
excessive profits Is determined for a per-
iod for which Federal income and excess
profits tax returns have not been filed,
such amount of excessive profits may be
excluded from the contractor's returns
for the period.

Cb) 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.

(c) The tax effect of renegotlation 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 §§ 1608.852-2 and 1608,-
852-3. ERR 443.1]

§ 1604.443-2 Effect of tentative tax
return. When a contractor has filed a
tentative return for the year involved
and has been granted an extension of
time for filing his completed return, the
provisions of IT 3577 and IT 3611 as out-
lined above will apoly If the renegotia-
tion takes place before the filing of the
complete return. ERR 443.2]

§ 1604.444 Special allocations of cx
cessive profits elimination required, for
Federal tax purposes. (a) If the basis
upon which the renegotiation has been
conducted differs from the basis upon
which the contractor has filed his Fed-
eral Tax returns, the excessive profits
to be eliminated must, for purposes of
a proper computation of the allowable
tax credit under section 3806 of the In-
ternal Revenue Code, be allocated to the
contractor's taxable year or years for
which such excessive profits were re-
ported as income in such tax returns,
This is especially significant In cases
where the renegotiation has been con-
ducted on a completed contract basis al-
though the contractor has used the cash
receipts and disbursements or the per-
centage of completion method of ac-
counting for Federal Tax purposes In
reporting his income from some ok all
of the contracts covered by the renego-
tiation. In such a case, the allocation
will not be made by prorating the ad-
Justed contract price after renegotiation
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to the years involved on the basis of
receipts or accruals under the contract
reported for tax purposes for such years,
respectively, but will be made by pro-
rating the excessive profits to those tax-
able years for which the contract profits
reported for tax purposes exceeded non-
excessive profits on the contract, as
measured by the over-all margin of profit
allowed on the contract. After such
allocation the ratio of retained renego-
tiable profits to adjusted sales for each
year to which excessive profits are al-
located should be the same. The con-
tractor's tax returns for the year in-
volved and such supplementary data as
may be pertinent to an analysis of the
contractor's taxable income for each
such year will be used as the basis of
such allocation.

(b) Where - a renegotiation is con-
ducted on a consolidated basis, excessive
profits to be eliminated must be allo-
cated between the entities so consoli-
dated (see § 1603.311)

(c) The allocation of excessive profits
Is to be made by the agency conducting
the renegotiation and not by the con-
tractor. The contractor may, however,
furnish or be required to furnish such
supplementary information in explana-
tion of the sources of taxable.iomeas
reported for any year as may be perti-
nent to such allocation.

(d) Special allocations of excessive
profits to be eliminated under (a) and
(b) above should appear in the renego-
tiation agreement or in the order deter-
mining excessive profits and also in any
request to an Internal Revenue Agent in
Charge for tax credit computations.
ERR 444]
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§ 1605.501 Goneral. ERR 501]

§ 1605.501-1 Statutori auth or it V.
(a) Subsection (c) (4) of the 1943 act
provides as follows:

For the purposcs of this rection the Board
may make final or other egreement- vlth a
contractor or subcontractor for the elimina-
tlon of exccc-ive profits and for the dL-
charge of any liability for excessivo profat
under this section. Such a-reemcnts may
contain such terms and conditions as the
Board deems advisable. Any such agreement
shall be conclusive according to it terma,
and except upon a showing of fraud or mal-
feasance or a willful mLscpresentation of a
materlal fact, (A) such agree-ment shall not
for the purposes of this scction b remopnme
as to the matters agrccd upon, and shall
not be modified by any ofcer. employc, or
agent of the United State , and (B) such
agreement and any determination made In
accordance therewith 0,pall not b3 annulled,
modified, set aside, or dI.re-arded In any suit,
action, or preceeding.

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

Any sucn agreement, if made, may. with
the consent of the contractor or subcontrac-
tor, also include provilions with repect to
the elimination of excesive profits liely to
be received or accrued.

ERR 501.11
§ 1605.501-2 Uses of agreements and

clearances. The following types of in-
struments are used in connection ,with
renegotiation:

(a) Renegotiation agreements. These
are to be used when, upon conclusion of
the renegotiation proceedings, a final
agreement is reached between the con-
tractor and the renegotiation ofilcials of
the Government that a certain amount
of excessive profits Is to be eliminated.
A form of such agreement Is set forth in
5 1607.741-1.

(b) Clearances. These are to be used
where, upon a review of the financial and
other data submitted by the contractor,

it Is formally determined that there are
no excezosve profits for the fiscal year
under review. (See § 1607.742.) ERR
501.2]

5 1605.502 Standard form of agree-
mcnt. ERR 502]

§ 1605.502-1 In general. When, as a
result of renegotiation, an agreement
has been reached with a contractor for
the elimination of excessive profits, such
asgreement will ordinarily be evidenced
by the execution of the standard form
of renegotiation agreement, which is sat
forth in § 1607.741-i. The provisions of
the standard form of agreement are dis-
cussed in the succeeding sections. ERR
502.1]

§ 1605.502-2 Article 1. Profits to be
eliminated. The agreed dollar amount
of excezsive profits to be eliminated,
after giving effect, m accordance with
subsection (a) (4) (B) of the lC43 act,
to any adjustment for taxes, other than
Federal taxes, measured by income, will
be cat forth n Article L Ordinarly such
amount will be the excessive profits de-
termined to have bean received or ac-
crued during a particular fiscal year un-
der all of the contractor's contracts and
zubcontracts subject to renegotiation.
When the renegotiation covers only con-
tracts and subcontracts completed dur-
Ing a flzcal year or has been conducted
only with respect to certain contracts
and subcontracts, the language used in
Article 1 should be modified accordingly.
When the amount of refund is limited
by the application of the provisons of
§ 1603.3di8-3, an appropriate statement
to that effect will be included in Article
I of the Renegotiation Agreement (se
sugges-ted form of statement in footnote
to Article 1, § 1607.741-1) ERR 502.21

§ 1605.502-3 Article 2: Warranty: Ex-
hiblt A. Exhibit B. Renegotiation is, m
large measure, conducted upon the basis
of information and data submitted by
the contractor, particularly financial
data. Since such material is accepted
In good faith by the Government as the
basis for conducting the renegotiation,
It I- appropriate that the contractor
warrant its correctness. Article 2 con-
tains such a warranty, which extends to
and includes the summanr zd data set
forth In Ehibit A (see § 1605.503) which
Is to be annexed to the agreement. If
the renegotiation includes subsidiaries
of the contractor and has been con-
ducted on a consolidated basis, a lAs
of the subsldiarieS- will be set forth on
an Exhibit B to be annexed to the agree-
ment, the correctness of which the con-
tractor will also warrant (see §1605.504)
An appropriate modification will be made
in Article 2 when ExhibitEB Is used. (See
§ 1607.741-2 (b).) ERR 502.3]

§ 1605.502-4 Article 3: Tax credit
under section 3806 of the Internal Rev-
enue Code. (a) In most instances the
contractor will have been assessed Fed-
eral income or Income and excess profits
taxe3 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 ba made
in accordance with section 3S03 of the
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Internal Revenue Code. The provisions
of Article 3 cover the contractor's rep-
resentation that the profits to be elim-
inated were included in income in his
tax return for the fiscal period involved
and his agreement to procure a compu-
tation by the Bureau of Internal Rev-
enue of the amount by which his taxes
for that fiscal period are decreased by
reason of the elimination of such profits
from income. The procedure for pro-
curing such computation is set forth in
§ 1604.442.

(b) If the renegotiation is concluded
before the contractor has filed his Fed-
eral income or income and excess profits
tax returns for the fiscal period involved,
tMe contractor will ordinarily exclude
from income as reported in such returns
the amount of profits to be eliminated.
In such case no tax credit will be allow-
able and the agreement should, in lieu
of the provisions of Article 3 of the stand-
ard form, contain the provisions set forth
In § 1607.741-2 (c) (1)

(c) In some instances less than all of
the profits to be eliminated may have
been included in the income for the fiscal
period upon which Federal income or in-
come and excess profits taxes have been
assessed. In such circumstance, a tax
credit under section 3806 of the Internal
Revenue Code will be allowable only as
against the part of the profits to be elim-
inated upon which such Federal taxes
have been assessed. A clause covering
this type of situation is set out in § 1607.-
741-2 (c) (2)

(d) If the renegotiation is concluded
with a partnership, the form of tax credit
clause should be appropriately modified.
In § 1607.741-2 (c) (3) is a form of part-
nership tax credit clause which may be
used when it is appropriate in view of
the facts. Should less than all the part-
ners sign the renegotiation agreement
(see § 1602.502-12 (c) and (f)) such
clause will have to be appropriately modi-
fied. ERR 502.4]

§ 1605.502-5 Article 4. Terms of pay-
ment. (a) The schedule of the payments
to be made will be set forth in Article 4.
A suggested form of such schedule is set
forth in § 1607.714-2 (e) The Depart-
inen which has conducted the renego-
tiation will also provide, in this article,
for the place of payment. In the event
that the profits agreed in Article 1 to be
eliminated are derived in part from prime
contracts with Defense Plant Corpora-
tion, Metals Reserve Company, Defense
Supplies Corporatioff and Rubber. Re-
serve Company, or any of such corpora-
tions, and the total amounts received or
accrued under such prime contracts ex-
ceed $50,000, the payment provision, an
accordance with the footnote to Article 4
on the standard form, will require pay-
ment of the excessive profits under such
prime contracts to the RFC Price Adjust-
ment Board. In cases in which the total
amounts received or accrued under prime
contracts with any of the above named
subsidiaries of the RFC do not exceed
$50,000, it shall not be ndeessary to make
a separate determination of the profits
derived from such contracts and the en-
tire refund shall be payable as though

no contracts with the RFC subsidiaries
were involved.

(b) For the purpose of determining
the portion of the profits which are to
be eliminated which were derived from
such prime contracts, the Department
conducting renegotiation will segregate
the amounts received or accrued under
such contracts from amount3 received or
accrued under other renegotiable con-
tracts and subcontracts involved in the
renegotiation of a particular contrac-
tor. It will also generally segregate the
profits derived from such prime con-
tracts. Where, however, it is indicated
that the margin of profit attributable to
contracts with the RFC subsidiaries is
substantially the same as that attribu-
table to other contracts and subcon-
tracts involved in the renegotiation, a
fair allocation of the profitG to be elimi-
nated may-be effected by prorating the
amount of the refund on the basis of
the amount of renegotiable business at-
tributable to contracts with the RFC
subsidiaries and the amount of such
business attributable to other contracts
and subcontracts. Accordingly, the De-
partment conducting renegotiation may
determine the amount of the renegotia-
tion refund to be paid to the RFC Price
Adjustment Board on such basis where
it is believed that the application of the
same will result in a fair and reasonably
accurate result.

(c) Responsibility for the collection of,
and for the maintenance of records con-
cerning, any amounts due the RFC Price
Adjustment Board under renegotiation
agreements, shall rest with the RFC
Price Adjustment Board, and any such
agreements providing for refunds to the
RFC under the 1943 act shall be referred
to the RFC Price Adjustment Board for
the collection of that portion of the re-
fund payable to that Board. The Depart-
ment conducting the renegotiation will
retain responsibility for the collection of
only that portion of the refund which is
payable into the Treasury of the United
States. In such cases, an authenticated
copy of the renegotiation agreement and
tax credit computation letter shall be
forwarded to the RFC Price Adjustment
Board. The Assignments and Statistics
Branch should be promptly notified of
any default in the collection of any In-
stallment due under such agreements
and the enforcement of the obligations
under the agreement properly coordi-
nated under the supervision of the War
Contracts Price Adjustment Board.

(d) In the case of suit for the collec-
•tion of any amounts due under any rene-
gotiation agreements in which the RFC
is entitled to a portion of the refund,
under ordinary circumstances the As-
signments and Statistics Branch should
assign such- case for collection to the
Department then having the predomi-
nant-interest in the balance of the re-
fund.

(e) If a portion of the refund is to be
made to "the RFC Price Adjustment
Board, any such tax credit should be ap-
portioned ratably between the portion of
the refund payable to the RFC Price Ad-
Justment Board and the portion payable
to the Treasurer of the United States.

(f) Specially detailed terms for elimi-
nation of excessive profits may be set
forth on an Exhibit C and Incorporated
by reference in Article 4 (see § 1605.505)
If no subsidiaries are Involved and there
is, therefore, no Exhibit B referring to
such subsidiaries, this exhibit setting
forth the terms of payment should, of
course, be designated "Exhibit B," In-
stead of "Exhibit C."

g5 Limitations upon the period of
time beyond which the schedule of pay-
ments must not extend are set forth in
§ 1604.422.

(h) Provision is made in the standard
form of renegotiation agreement for the
payment of interest on defaulted in-
stallments. (See § 1607.741-1 (d) and
§ 1607.741-2 (e).) The rate specified in
the agreement is "the rate provided by
law in the District of Columbia as the
rate which is applicable in the absence
of express contract as to the rate of in-
terest." (See § 1608.807.) ERR 402.51

§ 1605.502-6 Article 5. Article re-
quzrzng elimination of additional execs-
sive profits. The provision set forth in
§ 1607.741-1 is designed to protect the
interest of tht Government if by reason
of reduction of certain costs shown as
paid or incurred, In the financial data
submitted by the contractor, the profits
of the contractor for the period covered
by the renegotiation from contracts or
subcontracts subject to the Renegotia-
tion Act of 1943 are increased, This
article should be omitted If the amount
of excessive profits to be refunded is
limited by the provisions of § 1603,348-3
and' the renegotiation agreement con-
tains the paragraph set forth in the foot-
note to Article 1 in the Standard Form of
Agreement set forth in § 1607.741-1,
ERR 502.6]

§ 1605.502-7 Article 6. Coven a nt
against contingent lees. This article
contains the provisions required by Ex-
ecutive Order 9001 to be included in
certain types of Government contracts.
ERR 502.71

§ 1605.502-8 Article 7 Officials not
to benefit. This article is also a standard
provision in most Government contracts,
required by Revised Statutes, section
3741, as amended (41 U. S. C. sec. 22).
RR 502.81

§ 1605.502-9 Article 8: Discharge of
liability. In consideration of perform-
ance by the contractor of the terms
of the agreement he is granted a dis-
charge of liability in accordance with
subsection (c) (4) of the Renegotiation
Act. When the renegotiation covers only
contracts and subcontracts completed
during the fiscal year or has been con-
ducted only with respect to certain con-
tracts or subcontracts, carb should be
taken that Article 8, when read in con-
nection with Article 1 (§ 1605.502-2) dis-
charges the liability of the contractor
only with respect to the contracts and
subcontracts a c t u ally renegotiated,
ERR 502.9]

§ 1605.502-10 Article 9: Renegotia-
tion rebate. This article specifically re-
serves to the contractor his rights under
subsection (a) (4) (D) of the Renego-
tiation Act in the event that a recom-
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putation of his amortization deduction
under section 124 (d) of the Internal
Revenue Code should entitle him to a
rebate. [RI 502.10]

§ 1605.502-11 Article 10: Execution of
the agreement. The persons executing
the agreement on behalf of the con-
tractor and on behalf of the Government
state that they do so upon proper au-
thority. [RR 502.11]

§ 1605.502-12 Formalities of execu-
tion. (a) If the contractor is a cor-
poration, the agreement must be ac-
compamed by a certified resolution of
the Board of Directors of the contractor
(or the equivalent committee or other
body) The form of, the resolution, the
adoption of the resolution, and the ex-
ecution of the certificate must all be in
accordance with the formalities required
by the particular state laws involved.
The resolution itself should state:

(1) That the agreement is being en-
tered into pursuant to the Renegotiation
Act;

(2) The amount of profits to be elim-
inated-and the fiscal year for winch
they are to be eliminated;

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

(4) The title of the corporate officer
authorized to affix and attest the cor-
porate seal thereon.

The certificate, certifying the adop-
tion of the resolution should state:

() The name and capacity of the
officer signing the certificate;

(iI) The body adopting the resolution
(normally this will be the Board of
Directors, but may, in a particular case,
be an Executive Committee or similar
body)

(iii) The date of the meeting;
(iv) The fact that a quorum of the

Board (or other body) was present
throughout the meeting;

v) That the resolution was duly ad-
opted;

(vi) If the particular agreement is
specifically referred to in the resolution,
that the agreement to which the certi-
fied resolution is attached is the same
as that referred to in the resolution: and

(vii) That the resolution has not been
modified or rescinded and that it is in
full force and effect.
If the resolution is adopted by an Exec-
utive Committee or similar body (other
than the Board of Directors) the cer-
tificate must also include satisfactory
evidence of the body's authority to act.

(b) The form and method of execu-
tion of the renegotiation agreement in
the case of a consolidated renegotia-
tion is described in § 1605.502-13.

(c) If the contractor is a partnership,
all general partners therein should ex-
ecute the agreement.

(d) If the contractor is a joint ven-
ture, each -participant should execute the
agreement.

(e) If the authority of the person
signing the agreement is based upon a
written instrument or court order or pro-
vision of law (as where the agreement
is executed on behalf of a corporation

in dissolution, or an estate or trust, or
where the authority derives from a pow-
er-of-attorney), the agreement should
be accompanied or supported by proper
evidence of such authority.

(f) The Department conducting the
renegotiation has authority to depart
from the requirements of this section in
its discretion. ERR 502.12]

§ 1605.502-13 Consolidated renegotia-
tion; agreement, form and execution.
If a group consists of afilliated enter-
prises, other than parent and subsidiary
corporations, the standard form of
agreement should be rewritten to include
as parties thereto all members of the
group to which are allocated any
amount of the Excezive profits and it
must be executed by each such member
of the group. If the group consizts of
parent and subsidiary corporations, the
renegotiating agency may require the
standard form of agreement to be re-
written to include as parties thereto, in
addition to the parent corporation, all
subsidiaries to which are allocated any
amounts of the excessive profits and each
such subsidiary must exccute the agree-
ment. The renegotiating agency may,
however, use the standard form of agree-
ment executed only by the parent cor-
poration. In such event, the following
procedure will be followed: (a) The vari-
ation in Article 2 set forth in § 1G07.-
741-2 (b) shall be included in the agre-
ment; (b) Exhiblt B to the agreement
must contain a clause by which each
subsidiary to which is allocated any por-
tion of the exer= ve profits agrees to
pay such portion; (c) E ibIt B must
be duly executed by each such subilary
and an appropriate resolution authoriz-
mg such execution must be furniched
(see § 1005.502-12; and d) Exhibit B
will also pifovide that payment by the
parent corporation will be applied rata-
bly to satisfy the liability of each mem-
ber of the group. A form of E'hlbit B
to be used where the foregoing clauses
are required, is set forth in §1607.741-2
(b) ERR 502.13]

§ 1605.503 Exhibit A. There shall be
attached to every renegotiation agree-
ment providing for the elimination of
excessive profits an exhibit designated
"Exhibit A," which shall contain as a
minimum, the flnancial data and infor-
mation referred to in § 1607.741-3. In
the discretion of the Department con-
ducting the renegotiation, any.additional
financial data or information may be in-
cluded in Exhibit A. [RR 503]

§ 1605.504 Exhibit B. When the con-
tractor has subsidiaries, there shall be
attached to the renegotiation agreement
a list of such subsidiarles In detail. Such
list shall be deAignated as "Exhibit B."
Ordinarily, all of such subsidiaries will
have been consolidated with the parent
company for purposes of the renegotia-
tion agreement, and if any has not been
so consolidated, that fact should be spe-
cially noted on Exhibit B. The amount
of excessive profits, if any, allocated to
each subsidiary must be shown on such
exhibit. A farm of clause referring to
Exhibit B for Insertion in the renegotla-
tion agreement and a form of Exhibit B

are set out in § 1697.741-2 (b). (Sae
also § 1607.741-4.) [R 5041

§ 1605.505 Exhibit C. If the provi-
sions for payment of the cash refund or
for other method of eJLmination of eo-
cezive profits are such as cannot be
readily set out in Article 4 of the stand-
ard form of agreement, such~proviions
may be set out in an additional exhibit
to the agreement, designated "Exh-ibit
C" which should be attached to the
agreement and incorporated therein by
a reference thereto in Article 4 of the
agreement. ERR 5051

§ 1605.906 Additional prov.szoxs: var-
iations. [RR 505]
,j 1605.506-1 In general. The basic

provislons of the standard form of egree-
ment set forth in § 1607.741-1 are to be
used in all cases except as otherwise
noted in §§ 1603.505 to 1695503-7.
Additional provisions may be added
when required to fit particular situa-
tions. Section 1607.741-2 contains forms
of clauses which, when approurate,
should be used to meet certain of these
speci al situations, Vanations in lan-
guage are pmis:ible where necessary,
but unl ss otherwise noted in §§ 1695.505
to,1605.506-7 in no event may any such
change be made, or any promson be
added to the agreement, when the effect
would be to alter or modify the substance
or intent of the basic provisionms. The
conclusion of the offi.ial signing the
agrement on behalf of the Government
pursuant to duly delegated authority
that the agreement meets the require-
ments of this section shall be emdencEd
by the fact of exacution and shall be con-
clusive. (See § 1603.821-1.) [RR 536.11

§ 1605.506-2 Forward prering clamse.
The Rnegotiation Act of 1943 spzcifi-
cally authorizes provision In the ren-szo-
tiation agreement, by agreement with
the contractor, for the elimination of
excessive profits lihely to be receivEd or
accrued in the future. When agreement
cannot be reached uson suecifl price
reductions, use may be made in the re-
negotiation contract of the article set
forth at § 1607.741-2 (a) In tbh con-
nection reference Is made to § 1694A39
and following. If specific price reduc-
tions are agreed upon, the agreement
should clearly Identify the contracts af-
fected by such price reductions m order
that the Department administering the
agreement can determine whethzr the
contractor has complied therewith.
[RR 506.21

§ 1605.506-3 Anti-discrzmnation
clause. (a) Executive Order Na. 9346
dated M.ay 27, 1943, reoires "all con-
tracts hereafter negotiated or renegoti-
ated" to contain an article of the type
set forth in § 1607.741-2 (d).
(b) Whenever a reneotiation agree-

ment, executed under the act, expressly
purports to modify the terms of specifid
existing prime contracts with any of tha
Departments with respect to future de-
ilverle, and the contract or contracts to
be modified do not contain an anti-dis-
crimination clause, then-the renegotia-
tion agreement shall include the pro-
vision set forth In § 16,37.741-2 (d). E x-
cept in such cases the requirements
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stated in (a) above do not apply to re-
negotiation areements.

(c) If the renegotiation agreement-is
to be followed by a supplemental agree-
ment or agreements modifying the terms
of existing contracts with respect to
future deliveries, each such supplemental
agreement will provide for the inclusion
in the contracts so modified, of the anti-
discrimination clause. ERR 506.31

§ 1605.506-4 Clause to be used in cer-
tain cases where renegotiation is con-
ducted on completed contract bass.
Whenever renegotiation is conducted on
a completed contract basis pursuant to
the request of a contractor in the form
therefor which is set forth in § 1607.723,
clause (6) set forth in § 1607.741-2
must be included in the renegotiation
agreement. In each such case, a copy
of such form executed by the contractor
requesting renegotiation on a completed
contract basis (§ 1607.723) must be at-
tached to the renegotiation agreement
as an exhibit as provided in clause (6)
set forth In § 1607.741-2. ERR 506.41

§ 1605.506-5 Clause covering condi-
tional allowance of .ost. If pursuant to
the procedure set forth in § 1603.381-4
(d) an item of cost is allowed condition-
ally pending final determination of its
allowability as a deduction or exclusion
under Chapters 1 and 2E of the Internal
Revenue Code, an appropriate clause will
be Inserted in the renegotiation agree-
ment. The form of the clause may vary,
but essentially it will consist of an agree-
ment by the contractor to repay, as addi-
tional excessive profits, the amount of the
item allowed as a cost in renegotiation
which is finally deternned to be not al-
lowable as a deduction or exclusion under
Chapters 1 and 2E of the Internal Reve-
nue Code. As pointed out in § 1603.381-
4 (d) the clause must be approved by
the Chairman of the Price Adjustment
Board of the Department concerned be-
fore it can be used in the renegotiation
agreement. ERR 506.51

§ 1605.506-6 Waiver of claims under
cost-plus-fixed-fee contracts. If an item
of cost is allowed in renegotiation for an
item for which a claim for reimburse-
ment under a cost-plus-fixed-fee con-
tract has been made and disallowed by
the Government, the contractor should
waive and release such claim under the
cost-plus-fixed-fee contract involved to
the extent that the amount of the claim
Is allowed as a cost against renegotiable
business (see § 1604A07-3) There is set
out in § 1607.741-2 (g) an appropriate
form of clause relating to such- claims.
The form of clause may be varied to fit
the particular case. ERR 506.61

§ 1605.506-7 Other special provisions.
Examples of additional special clauses are
set out in the supplement to the stand-
ard form of agreement (Q 1607.741-2)
It is recognized that these provisions are
not exclusive and that many circum-
stances will be encountered requiring
other clauses and provisions. The form
and substance of such provisions will be
within the discretion of the Department
conducting the renegotiation, subject to
the limitation indicated in § 1605.506-1.
ERR 506.71

§ 1605.507 Prohibited provisions. ERR
507]

§ 1605.507-1 Reservations impairing
finality of agreement. No renegotiation
agreement is acceptable if it or any au-
thorizing resolution or letter of trans-
mittal contains any reservation which
might be interpreted as permitting the
contractor to reopen the agreement if the
Renegotiation Act is amended or declared
unconstitutional, or interpretations of
the act are changed, or new-exemptions
are established or for any similAr reason.
ERR 507.11

§ 1605.507-2 Provision for refund by
the Government. Other than recogni-
tion of the right to a renegotiation rebate
in accordance with subsection (a) (4)
(D) of the 1943 act by reason of a
future recomputation of thd amortiza-
tion deduction pursuant to section 124
(d) of the Internal Revenue Code (see
§ 1605.502-10) ,no provision shall be made
in any renegotiation agreement which
would have the effect of requiring the
Government under any circumstances to
repay all or any part of any payment
made to it thereunder. ERR 507.2]

§ 1605.507-3 Periodic refunds of fu-
tire excessive profits. As part of the
general policy of discouraging excessive
prices and of encouraging price reduc-
'tions, final agreements in renegotiation
should not contain provisions for any
periodic or other refunds by contractors
of excessive profits realized after the-
date of such agreements. However, it
is appropriate for such agreements to
contain provisions for future price re-
ductions or stated discounts from an
agreed upon price. ERR 507.3]

§ 1605.508 Clearances. ERR 5081

§ 1605.508-1 When giveff. If, as a re-
sult of renegotiation, it is found that
no excessive profits have been received
by or accrued to the contractor during
the fiscal year under consideration, the
contractor should be given a clearance
for such year. ERR 508.11

§ 1605.508-2 Use and form of clear-
ance notice. (a) The form of clearance
notice set forth in § 1607.742 should be
used in all cases unless the contractor
requests a formal clearance agreement.

(b) If any subsidiaries of the con-
tractor are to be included in the clear-
ance notice, appropriate modification
may be made in the form.

(c) Whenever renegotiation is con-
ducted on a completed contract basis
pursuant to the request of the contractor
made in the form therefor which is set
forth in § 1607.723, the clearance notice

-will not be used. In such cases where
it is determined that no excessive profits
have been received or accrued, a clear-
ance agreement (§ 1605.508-3) will be
used. ERR 508.21

§ 1605.508-3 Use and form of clear-
ance agreement. Upon request of the
contractor, a clearance agreement exe-
cuted by the contractor and the Gov-
ernment may be used in place of the
clearance notice. Such agreement should
follow the general structure of the
standard form of renegotiation agree-

ment (see § 1605.506 and § 1607.741-1)
except that Articles 3, 4, 5 and 9 of the
standard agreement should be omitted.
The articles used should be renumbered
consecutively. The first article should
be substantially the same as that con-
tamed in the standard form, except that
the finding and agreement should be that
no profits should be refunded pursu-
ant to the act. Whenever renegotiation
is conducted upon a completed contract
basis pursuant to the request of the con-
tractor in the form therefor which is
set forth in § 1607.723, the alternative
clause (6) set forth in § 1607.741-2 will
be included in the clearance agreement.
ERR 508.3]

§ 1605.509 Administration o1 deter-
mrnations by agreement or order
It is the practice of the War Contracts
Price Adjustment Board to have the Do-
.partment to which the contract was as-
signed for renegotiation also administer
the resulting renegotiation agreement or
unilateral determination. This practice
results in such Department being re-
sponsible for the collection of any
amounts due, the supervision of any for-
ward pricing provisions in an agreement,
and other matters involved in such ad-
rmstration. ERR 5091

§ 1605.510 Agreements for periods
involving different acts. Should a con-
tractor conclude renegotiation at the
same time relating to a fiscal year ended
on or prior to June 30, 1943, and a fiscal
year ended subsequent to June 30, 1943,
it will ordinarily be desirable to prepare
separate agreements for each fiscal pe-
riod. The first period Is governed by
the 1942 act and the second period is
governed by the 1943 act. In the dis-
cretion of the Department conducting
the renegotiation, one agreement may be
used provided that in its form and exe-
cution the requirements of the Renego-
tiation Act of 1942 to the extent appli-
cable and the requirements of the Rene-
gotiation Act of 1943 to the extent appli-
cable are observed. Such discretion may
be exercised in the case of renegotia.
tion on a contract basis of a long term
contract or in such other cases as the
Department conducting the renegotiation
may deem suitable. ERR 5101

SUBPART B--STATELIENTS TO CONTRACTORS
§ 1605.520 Scope of subpart. This

subpart describes, in general, the state-
ment to be furnished the contractor
pursuant to subsection (c) (1) of the
1943 act, the manner in which the con-
tractor may request the statement and
the time at which the statement is fur-
nished. It also generally describes the
statement furnished where statutory de-
termination has not yet been made.
The form of the statements, the material
to be included and the instructions for
their preparation are set forth in
§ 1607.752 and following of this chapter.
ERR 5201

§ 1605.521 Statutory p r o v i s i o it.
Subsection (c) (1) of the Renegotiation
Act provides, in part, as follows:

Whenever the Board makes a detornina-
tion with respect to the amount of excessivo
profits, whether such determination is made
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by order or Is embodied in an agreement with
the contractor or subcontractor, it shall, at
the request of the contractor or subcontrac-
tor, as the case may be, prepare and furnish
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 state-
ment shall not be used in The Tax Court of
the United States as proof of the facts or
conclusions 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 after receipt of a de-
termination made by order. The re-
quest for a statement need not be a
formal document. ERR 522]

§ 1605.523 Contents of statement.
(a) The statement will contain:

(1) The determination of excessive
profits.

(2) A summary of the facts upon
wich the determination is based.

(3) The reasons for the determina-
tion.

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

(1) Information, the furnishing of
winch 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 disclo-
sure of which would not be in the inter-
est of the war effort. ERR 523]

§ 1605.524 Statement prmr to final
determrnatio. ERR 524]

§ 1605.524-1 Where statutory deter-
mmnation has not yet been made. When
all of the facts relating to the renegotia-
tion have been assembled and considered
and the contractor has been advised by
the renegotiating agency as to the
amount which, in the opimon of such
agency, represents the excessive profits
which should be eliminated, there shall
be submitted to the contractor, upon the
latter's request, a written summary of
the facts and reasons upon which such
opinion is based. Such statement shall
be prepared and furnished only upon the
request in writing of -the contractor in-
eluding a statement that he has sub-
mitted all the evidence which he believes
to be relevant to thb renegotiation. The
purpose of such statement will be to as-
sist the contractor in determining
whether or not he will enter into an
agreement providing for the elimination
of such excessive profits. The contents
of such statement shall be prepared M
accordance with the instructions set
forth in § 1607.752-2 with respect to the
statutory statement, but in lieu of the
paragraphs set forth as (1) and (2) in
§ 1607.752-2 it shall conform to the para-
graphs (1) and (2) in § 1607.752-3. By
agreement with the contractor, detailed
information submitted by the contractor
-which is not necessary to the contrac-

No. 19- 9

tor's understanding of the opinion
reached, may be omitted. ERR 524.1]

§ 1605.524-2 Where determination is
by order which may not be final. When-
ever the de'erminatlon Is made by the
entry of an order, the statutory state-
ment will be furnished to the contractor
if requested within the time prescribed
in § 1605.522. Such statement accom-
panying any determination by order
which, pursuant to subsection d) (5) of
the Renegotiation Act, Is subject to re-
view by and approval of the War Con-
tracts :Board, will contain the following
clause:

This statement Is final only In the event
that the determination to vhIch It relates
is final.

ERR 524.2]

PA T 1606--TnAssC PnocEmu

SUBPART A-PSOCEDUZE UPON =7USAL 07 zrrroa-

Sec.
1606.601 Scope of subpart.
1606.602 Authority to obtain data.
1606.602-1 Renegotlation Act of 10-13.
1606.602-2 Title I of the &cond War

Powers Act, 1942.
1606.02-3 Title 10. U. S. Code.
1606.603 Procedure under Title mm or the

Second War Powers Act, MV.
1606.603-1 Deparrmental authority under

Title =i of the Second War
Powers Act. 19-12.

1606.603-2 PreliInary stcps.
1606.604 Reports of criminal conduct In

connection with .ar contracts.

SUrPn.=T n---AM=i TO M:aO

1606.620 Scope of subpart.
1608.621 Statutory provisions.
1606.622 Departmental procedures with

rcpect to impaso cacs.
1606.623 Authority of departments to

mate unilateral determlna-
tions.

1606.624 Procedure for review by the War
Contracts Board.

1606.624-1 Review on request by the con-
tractor.

1606.624-2 Review by the War Contracts
Board on Its own motion.

1606.624-3 Discretion of the War Contract-
Board.

1606.624-4 Nature of review by the War
Contracts Board.

1606.625 Finality of orders determining
emcessIve profits.

1606.625-1 Orders made by dole.-ated au-
thority. -

1606.625-2 Orders entered by the War Con-
tracts Board.

1606.625-3 Notice of final order to he given
to the contractor.

1606.625-4 Time to appeal to Tax Court.
1606.626 Elimination of excessvo proilts

determined by order.
1606.626-1 Authorization to ,ccretarles to

eliminate excza.lve profits.
1606.626-2 No delay In elimination of ex-

cezive profits determined by
order.

1606.626-3 Elimination of excesive profits
determined by the Tax Court.

sunpmrr c-ocrnzncs nz Tn A couLn

1606.630
1606.631
1606.632

1606.632-1
1606.632-2
1606.632-3

Scope of subpart.
Statutory provisions.
Right to instituto proceedings

in the Tax Court.
Forum for redeterminatlon.
Statutory authority.
Determinations embodied In

agreements.

sec.
C5G63

1685.G34
160,6311-1

105.65-2
205sc5
I65-.65--1
1680.65-3

1658.635-5

1MG.8-1.

165MS5-2
1601-.rM6-3

1600.37

Iature of the proceeding In the
Tax Caw..

Power of the Tax Court.
A- to the determiation aZ ax-

ca.Ziv pzsfits.
Finallity of determination.
Prorsdins before the Tx Court.
Institution of pro :ding.
rules of the Tax C-urt.
Time for filing potition.
Elect of petition.
Conduct of proreediznZ befoar

the Tax Court.
D2termination of excesive profits

by the Tax Court.
Statement of the W ar Contracts

Board.
Deatermfnation of coots.
Factors to be consIdered by the

Tax Czurt.
Enforcement of redetermin-ation

made by the Tax Court.

SUBPAIT A-POPllCDED1 UPON 11=7-S-L O.
nlro nTA TIOr

§1606.601 Scope of subpart. In
some cases the contractor may refuse to
submit information required in the con-
duct of renegotiation. This subpart da-
scribcs the authority to obtain informa-
tion and the proc:dure to be followed
in sUch cses. MR 601]

§ 160602 Authority to obtazn dz'a.
[ER602]

§ 1606.602-1 Renegotiation Act of
19413. Subsection (c) (5) of the 1043 act
provides as follows:

(5) (A) Every contractor and subcontrza-
tor rho hold, contracts or -ubcontrzcts, to
which the provisions of this subzection are
applicable. shall, In such form and detail
as the Board may by rc-ulations prezcribe,
file with the Board on or bafore the firzt day
of the fourth month following the clo- of
the fiscal year (or if such fizcal year has
closed on the date of the enactment of the
Revenue Act of 1943. on or before the frst
day of the fourth mbnth following the month
In which such date of enactment fall.), a
flincial statement retting forth such in-
formtion as the Board may by regulations
prestribe as recessary to carry out this sec-
tion. In addition to the statement required
under the preceding seantence, every such
contractor or subcontractor shall, at suzix
time or times and In such form and detail as
the EBard may by re ulationz prescribe, ius-
nLh the Riard any Information, recordi or
data which is determined by the Brd to be
necesary to carry out this sction. Any
person who willfully falls or re:uze to fur-
nish any statement, Information, reco:ds, or
data required of them under this saute--tioa,
or who lnovInCly furnish- any suc% sate-
ramnt Information, records, or data coatAin-
Ing information which Is fae or mis:leding
In any materkal respect, shall, upon cenvc-
tion thereof, be punished by a fine of not
moe than 010,000 or imprIonme-nt for. not
more than two ycars, or btl.

(B) For the purpo-zs of this section the
Board hal have the came powers with re-pct
to any such contractor or subcontractor t:t
any rzency d2inatcd by the Przsident to
ecise the powrs conferred by Title = of
the S::ond War Powers Act. 1912, h,- vith re-
Lrpet to any contractor to whom su:h title is
applicable. In the nterest of economy and
the avoldncea of duelication of inpzci -n
and audit, the servic:s of the Bureau ef In-
ternal Revenue dall, -upon request of the
Board and the approval of the S-rtary of
the Treasury, be made available to tlee ca._-t
determincd by the Secretary of the zres.' ry
for the purpose of - ig eaitt:=s a:.
audits under this szetion.

107
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The similar provisions of subsection (e)
of the 1942 act relating to false informa-
tion 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 defend-
ant, an officer of the corporate contrac-
tor, violated the provisions of subsection
(e) of the 1942 act by referring the rep-
resentative of the Navy Department, who
had made written demand for statements
of actual costs of production, to the con-
tractor's books wich the defendant
knew contained false and misleading in-
formation. [RR 602.1)

- § 1606.602-2 Title XIII of the Second
War Powers Act, 1942. (a) This statute
gives the Government the right to in-
spect and audit the books of any con-
tractor holding a contract, subcontract,
or order placed in furthefance of the war
effort. (See § 1608.803.) The inspection
and audit may be made by the War Con-
tracts Board. (See § 1606.602-1.)

(b) Title XIII of the 'Second War
Powers Act further provides that such
inspection and audit may be made by any
Governmental agdncy or official desig-
nated by the President or by the Chair-
man of the War Production Board. By
Executive Order No. 9127 issued Apr1 10,
1942 (see § 1608.803-3) the President
designated the War Production Board,
the War Department, the Navy Depart-
ment, the Treasury Department, the
United States Maritime Commission and
the Reconstruction Finance Corporation,
to exercise the authority contained in the
Statute. As to the power of the War
Shipping Administration to act under
Executive Order No. 9127, reference is
made to paragraph 2a. of Executive
Order 9054 as amended by Executive
Order 9244 (see § 1608.805) ERR 602.2)

§ 1606.602-3 Title 10, U. S. Code. Sec-
tion 310 (1) of Title 10, Chapter 18, U. S.
Code authorizes the War and Navy De-
partments to obtain information by
audit and inspection from any aircraft
contractor. (See. § 1608.803-2) ERR
602.3]

§ 1606.603 Procedure under Title XIII
of the Second War Powers Act, 1942.
ERR 603)

§ 1606.603-1 Departmental authority
under Title XIII of the Second War
Powers Act, 1942. The departments re-
ferred to in § 1606.602-2 have authority
to act under Title XIII of the Second
War Powers Act, 1942, and Executive
Order No. 9127, quite independently of
any authority given the War Contracts
Board by the 1943 act. ERR 603.1)

§ 1606.603-2 Preliminary steps. (a)
No audit is to be made by any of the
Departments pursuant to Executive Or-
der No. 9127 (see § 1608.803-3) without
first advising the War Production
Board. Communications on this sub-
ject should be addressed to Chief, Con-
tract Review Branch, Procurement.
Policy Division, War Production Board,
4th & Independence Avenue, S. W.,
Washington 25, D. C. It is the intent of
this notification to prevent conflict and
duplication of audit with other Depart-
ments. Approval from the War Produc-

tion Board should therefore be obtained
before proceeding with an audit. This
preliminary step is directed in the in-
terest of orderly adnmstration, but no
failure to take such step vill invalidate
action under such act. ERR 603.2)

§ 1606.604 Reports of criminal con-
duct in connection with war contracts.
(a) There has been set up in the Crimi-
nal Division of the Department of Jus-
tice a special unit whose duty it is to
take appropriate action as expeditiously
as possible in all cases i which crimi-
nal conduct is shown to exist in connec-
tibn with contracts entered into by the
Governnent with business concerns in
connection with the war program.

(b) Reports of any instances of crimi-
nal conduct in such cases should contain
a full statement of the facts indicating
crimiial conduct. Such reports should
be transmitted through appropriate
channels to the Department of Justice.
ERR 604)

SUBPART B--FAILURE TO AGREE

§ 1606.620 Scope of subpart. This
subpart deals with procedure on impasses
in renegotiation up to the stage of court
review. Court review is dealt with in
Subpart C of this part. ERR 620]

§ 1606.621 Statutory promszons. The
Renegotiation Act of 1943 provides as
follows:

Sec. 403 (a)
(3) The terms "renegotiate" and "renego-

tiation" include a determination by agree-
ment or order under this section of the
amount of any excessive profits.

Sec. 403 (c)
(1) Whenever, in the opinion of the

Board, the amounts received or accrued under
contracts with the Departments and subcon-
tracts may reflect excessive profits, the Board
shall give to the contractor or subcontractor,
as the case may be, reasonable notice of the
time and place of a conference to be held
with respect thereto. The mailing of such
notice by registered mail to the contractor or
subcontractor shall constitute the com-
mencement of the renegotiation proceeding.
At the conference, which may be adjourned
from time to time, the Board shall endeaVor
to make a final or other agreement with the
contractor or subcontractor with respect to
the elimination of excessive profits received
or accrued, and with respect to such other
matters relating thereto as the Board deems
advisable. Any such agreement, if made,
may, with the consent of the contractor or
subcontractor, also include provisions with
respect to the elimination of excessive profits
likely to be received or accrued. If the Board
does not make an agreement with respect
to the elimination of excessive profits re-
ceived or accrued, it shall issue and enter
an order determining the amount, if any,
of such excessive profits, and forthwith give
notice thereof by registered mail to the
contractor or subcontractor. In the absence
of the filing of a petition with The Tax
Court of the United States under the pro-
visions of and within the time limit pre-
scribed in subsection (e) (1), such order
shall be final and conclusive and shall not
'be subject to review or redetermination by
any court or other agency. The Board
shall exercise its powers 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 subcontractor under con-
tracts with the Departments and subcon-
tracts, and not separately with respect to
amounts received or accrued under separate

contracts with the Departments or aubcon-
tracts, except that the Board may oxoroes)
such powers separately with resprtt to
amounts received or accrued by the
contractor or subcontractor under any one
or more separate contracts with the Dipart-
ments or subcontracts at the request of the
contractor or subcontractor. Whenever the
Board makes a determination with respect
to the amount of excessive profits, whether
such determination is made by order or is
embodied in an agreement with the con-
tractor or subcontractor, it shall, at the re-
quest of the contiactor or subcontractor, as
the case may be, prepare and furnish such
contractor or subcontractor with a statement
of such determination, of the facts used as
a basis therefor, and of its reasons for such
determination. Such statement shall not be
used in The Tax Court of the United States
as proof of the facts or conclusions stated
therein.

See. 403 (d) (4) and (6)
(4) The Board may delegate in whole or

in part any power, function, or duty to the
Secretary of a Department, and any power,
function, or duty so delegated may be dele-
gated in whole or in part by the Secretary
to such officers or agencies of the United
States as he may designate, and he ,iay
authorize successive rezelegations of such
powers, functions, and duties.

(5) The chairman of the Board may from
time to time divide the Board into divisions
of one or more members, assign the mem-
bers of the Board thereto, and in case of a
,division of more than one member, designate
the chief thereof. The Board may also, by
regulations or otherwise, determine the char-
acter of cases to be conducted initially by
the Board through an officer or officers of
or utilized by, the Board, the character ol
cases to be conducted initially by the varioug
officers and agencies authorized to exercise
powers of the Board pursuant to pararapil
(4), the character of cases to be conducted
initially by the various divisions of the
Board, and the character of cases to he con-
ducted initially by the Board itself. The
Board may review any determination by any
such officer, agency, or division on its own
motion, or in its discretion at the request
of any contractor or subcontractor aggrieved
thereby. Unless the Board upon Its own mo-
tion initiates a review of such determination
within 60 days from the date of such determi-
nation, or at the request of the contractor
or subcontractor made within 60 days from
the date of such determination initiates a re-
view of such determination within 60 days
from the date of such request, such determi-
nation shall be deemed the determination of
the Board. Upon any review by the Board
the Board may determine as the amount of
excessive profits an amount either less than,
equal to, or greater than that determined
by the officer, agency, or division whoo
action is so reviewed,

ERR 621]

§ 1606.622 Departmental procedures
with respect to impasse cases. The or-
ganization of the renegotiating agencies
in the various Departmehts and the ex-
tent to which authority within each such
Department has been delegated, differ
materially. Accordingly, the procedures
applicable to an impasse case up to and
Including the entry of an order deter-
mining excessive profits will differ in
each Department. ERR 622)

§ 1606.623 Authority ol departments
to make unilateral determinations. The
War Contracts Board has delegated to
each Secretary the authority to issue and
enter an order determining the amount
of the excessive profits of a contractor

1008
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who has not entered into an agreement
to eliminate the same. (See § 1608.-
821-1.) Successive redelegations of
such authority are authorized and have
been made. Any such order entered
pursuant to such delegated authority is,
however, subject to review by the War
Contracts Board. Upon the entry of
such an order notice will be given forth-
with by registered mail to the contractor
and a copy of such order and notice shall
be sent to the Secretary of the War Con-
tracts Board at the address specified in
§ 1607.791-5. Such order will become
final (that is, be deemed the determina-
tion of the War Contracts Board) when
and as prescribed in subsection d (5) of
the 1943 act. (See §§ 1606.621 and
1606.625.) Forms which may be used
with reference to such unilateral deter-
minations under delegated authority are
set out in § 1607.746, namely- order
under delegated authority determining
excessive profits (see § 1607.746-1),
notice thereof (see § 1607.746-2) and
notice of such order having become the
determination of the War Contracts
Price Adjustment Board (see § 1607.-
746-3) ERR 6231

§ 1606.624 Procedure for review by
the War Contracts Board. ERR 624]

§ 1606.624-1 Review on request by
the contractor A contractor who de-
sires review by the War Contracts Board
of a unilateral determination made
under delegated authority should,
promptly after notice of the order, and
in any event within sixty days from the
date of such determination, file a re-
quest for review. Such request should
be addressed to the Secretary of the War
Contracts Price Adjustment Board at
the address specified in § 1607.791-5.
Such request need not be n any particu-
lar form but should set forth:

(a) The name of the contractor.
(b) The fiscal period with respect to

which the renegotiation has been con-
ducted (or in the case of a renegotiation
on a contract by contract basis, a de-
scription of such contracts and subcon-
tracts)

(c) A brief summary of the issues In-
"volved. ERR 624.11

§ 1606.624-2 Revzew by the War Con-
tracts 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
motion within sixty days from the date
of such order. ERR 624.21

§ 1606.624-3 Discretion of the War
Contracts Board. Review by the War
Contracts Board is not a matter of right
but may be granted by the War Con-
tracts Board in its discretion on timely
request of the contractor or on Its own
motion. ERR 624.31

§ 1606.624-4 Nature of review by the
War Contracts Board. The War Con-
tracts Board may review an order deter-
mining excessive profits made pursuant
tQ its delegated authority on the basis
of the record theretofore made. In the
event that the Board determines that a
further conference is desirable, notice
thereof will be given to the contractor.
ERR 624.4]

§ 1606.625 Finality of orders deter-
mining excessive profilts. [R 625]

§ 1606.625-1 Orders made by dele-
gated autlwrity. The War Contracts
Board has reserved the right to review
any order entered pursuant to any dele-
gated authority determining exces.sive
profits. Accordingly, no such order be-
comes final (that is, deemed the deter-
rination of the War Contracts Board)
until the earliest of the following:

(a) Sixty days after the order has been
entered, if review is neither requested by
the contractor concerned nor initiated by
the War Contracts Board within that
period; or

(b) Denial of review and adoption of
the order by the War Contracts Board
after timely request for review by the
contractor (see § 1606.625-2), or

c) Sixty days ater the date of a
timely request for review if such review
is not granted by the War Contracts
Board within that period. ERR 625.1]

§ 1606.625-2 Orders entered by the
War Contracts Board. Upon any review
by the War Contracts Board whether
pursuant to request by the contractor or
initiated by the Board on Its own motion,
the Board will enter an order determin-
ing as the amount of excessive profits an
amount either less than, equal to, or
greater than that determined by the
order which has been- reviewed. Such
order of the War Contracts Board Is final
immediately upon Its entry. A form
which may be used for such order is Eet
out In § 1607.741-1. ERR 625.2]

§ 1606.625-3 Notice of final order to
be given to the contractor When an
order determining excessive profits made
by delegated-authority has become final
or an order Is entered by the War Con-
tracts Board determining excesive
profits (which, as stated in § 1606.625-2,
is final upon entry) notice thereof will
be given forthwith by registered mail to
the contractor. Forms which may be
used with reference to such notices are
set out in §§ 1607.746-3 and 1607.747-2.
ERR 625-3]

§ 1606.625-4 Time to appeal to Tax
Court. The ninety day period for filing
a petition for redetermination in the Tax
Court will run from the date of the mall-

oing of the notice referred to in § 1605.625-
3 in either of the cases referred to there-
in. ERR 625.4]

§ 1606.626 Elimination of excessive
profits determined by order. ERR 620]

§ 1606.626-1 Authorization to secre-
tares to eliminate excessive profits.
(a) All of the powers, functions and
duties conferred upon the War Contracts
Board by subsection (c) (2) of the 1943
act have been delegated by the Board
under the date of February 26, 1944 to
each Secretary with right of succesAve
redelegation (see §§ 1003.801-3 and
1608.821-1) Among the methods avail-
able to each Secretary to eliminate exces-
sive profits are reductions in amounts
otherwise payable to the contractor
under contracts with the Departments,
withholding of amounts otherwise due
the contractor, directing a contractor to
withhold amounts otherwise due to a
subcontractor, recovering through re-

payment, credit or suit, or any combi-
nation of the methods specified in such
subzction as Is deemed desirable.

(b) The power of each of the Secre-
taries to eliminate excessive profits by
any of the methods or any combination
of the methods referred to in subsection

c) (2) of the 1943 act, including Clauses
(A), (B) (C) (D) and E) thereof, may
be exercised by each Secretary in his dis-
cretion (or by such person or persons as
may have authorization to act by delega-
tion, subdelegatlon or otherwise) un-
mediately upon the making of an agree-
ment by or on behalf of the War Con-
tracts Board, or the entry of an order
which Is, or which is deemed to be the
determination of the War Contracts
Board, or the entry of an order under
subsection (e) by The Tax Court of the
United States. Such power may be so
exercised without further action by the
War Contracts Board.

(c) The delegation dated February 26,
1944, by the War Contracts Board dele-
gated all the authorityxeferred to in this
section. (See § 1608.821-1.)

(d) A form which may be used to di-
rect a contractor to withhold and a form
which may be used to direct a contractar
to pay over amounts withheld are found
in § 1607.748-1 and 1607.748-2. (See also
§ 1604.423 and 1605.502-5 d).) MR

626.1].
§ 1606.626-2 No delay = elimination

of excessive profits determined by order.
(a) Under a renegotiation agreement,
provision is frequently made for the
elimination of the excessive profits over
a period of time by refunds in install-
ments or by other provisions. But if ex-
cessive profits are determined by order,
no provision will be contained in such
order for deferment of the obligation
thereby created or any part thereof. The
collection of the amount called for by
such an order will be effected in accord-
ance with the general principles govern-
ing the enforcement and collection of
obligations owing to the United States as
supplemented by the special powers and
procedures contained n the Renegoda-
tion Act.

b) The filing of a petition in The Tax
Court of the United States for a rede-
termination does not operate to stay the
execution of the order determining er-
cessive profits (see subsection (e) (1) of
the 1943 act)

c) Interest at the rate of 6% per an-
num accrues upon the amount deter-
mined as excessive profits to be elimi-
nated less the tax creditr if any, from
and after the date fixed in the demand
for payment. (See §§ 1607.746-3 and
1607.747-2) ERR 626.21

§ 1606.626-3 Elimination of excessive
profits determined by the Tax Court.
Any excessive profits determined by order
of the Tax Court in proceedings for re-
determination and which have not there-
tofore beenteliminated will also be elim-
nated by appropriate action. (See
§ 1605.637.) ERR 6263]

SUBPAXIT C-PnocC nGS n1 TMs

§ 1606.630 Scopc of subpart. The 1943
act provides that certain contractors and
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subcontractors may institute proceedings
In The Tax Court of the United States
for a redetermination of the amount of
excessive profits received or accrued by
them. This subpart is devoted to a con-
sideration of the provisions of the act ap-
picable to such proceedings with respect
to fiscal years ending after June 30, 1943.
ERR 630]

§ 1606.631 Statutory Provisions. Por-
tions of section (c) (1) and the whole of
section (e) (1) of the 1943 act are set out
below*

(c) (1) * *Ithe Board does not make
an agreement with respect to the elimina-
tion of excessive profits received or accrued,
it shall issue and enter an order determin-
ing the amount, if any, of such excessive
profits, and forthwith give notice- thereof
by registered mail to the contractor or sub-
contractor. 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 redetermina-
tion by any court or other agency. * * *
Whenever the Board makes a determination
with respect to the amount of excessive

profits, whether such determination is made
by order or is embodied in an agreement with
the contractor or subcontractor, it shall, at
the requesit of the contractor or subcontrac-
tor, as the case may be, prepare and furnish
such contractor or subcontractor with a state-

ment of such determination, of the facts used
as a basis therefor, and of its reasons for such
determination. Such statement shall not be
used in The Tax Court of the United States
as proof of the facts or conclusions stated
therein.

(e) (1) Any contractor or subcontractor
aggrieved by an order of the Board deter-
mining the amount of excessive profits re-
ceived or accrued by sb-ch contractor or sub-
contractor may, within ninety days (not
counting Sunday or a legal holiday in the
District of Columbia as the last day) after
the mailing of the notice of such order under
subsection (c) (1), file a petition with The
Tax Court of the United States for a redeter-
mination thereof. Upon such filing such
court shall have exclusive juri~diction, by
order, to finally determine the amount, if
any, of such excessive profits received or ac-
crued by the contractor or subcontractor,
and such determination shall not be reviewed
or redetermined by any court or agency. The
court may determine as the amount of ex-
cessive profits an amount either less than,
equal to, or greater than that determined by
the Board. A proceeding before the Tax
Court to finally determine the amount, if
any, of excessive profits shall not be treated
as a proceeding to review the determination
of the Board, but shall be treated as a pro-
ceeding de novo. For the purposes of this
subsection the court shall have the same
powers and duties, insofar as applicable, in
respect of the contractor, the subcontractor,
the Board and the Secretary, and in respect
of the attendance of witnesses and the pro-
duction of papers, notice of hearings, hear-
ings before divisions, review by The Tax Court
of decisions of divisions, stenographic report-
ing, and reports of proceedings, as such colirt
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. In
the case of any witness for the Board or
Secretary, the fees and mileage, and the ex-
penses of taking any deposition shall be paid
out of appropriations of the Board or De-
partment available for that purpose, and in
the case of any other witnesses, shall be paid,

-subject to rules prescribed by the court, by
the. party at whose instance the witness ap-
pears or the deposition Is taken. The filing
of a petition under this subsection shall not
operate to stay the execution of the order of
the Board under subsection (c) (2).

ERR 631]
§ 1606.632 Right to institute proceed-

rngs in the Tax Court. ERR 6321
§ 1606.632-1 Forum for redetermina-

tion. Subsection (e) (1) of the 1943 act
confers exclusive jurisdiction upon The
Tax Court of the United States to enter-
tain proceedings "to finally determine the
amount" of excessive profits received or
accrued by contractors or subcontractors
who are authorized to institute proceed-
ings for a redetermination. ERR 632.1]

§ 1606.632-2 Statutory authority. Sub-
section (e) (1) of the 1943 act grants the
right to institute proceedings before the
Tax Court only to contractors or sub-
contractors (including subcontractors
described in subsection (a) (5) (B) -I. e.,
war contract brokers) aggrieved by an
order of the War Contracts Board de-
termining the amount of excessive prof-
its. (Note: As to the rights of a con-
tractor or subcontractor aggrieved by
a determination of a Secretary with re-
spect to a fiscal year ending before July
1, 1943, see subsection (e) (2), § 1608.
801-5.) ERR 632.2]

§ 1606.632-3 Determinations embod-
ied in agreements. A contractor or sub-
contractor who has entered into an
agreement with respect to the elimma-
tionoof excessive profits is granted .no
right to institute proceedings for a re-
determination. ERR 632.3]

§ 1606.633 Nature of the proceeding
in the-Tax Court. Subsection Ce) (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 determination
made by the War Contracts Board, but
shall be arrived at by the Tax Court on
the basis of the record made before it.
The redetermination proceeding in the
Tax Court is apparently intended to be
de novo-m the same sense as the re-
determination of a tax deficiency in the
same court. In such proceeding neither
the aggrieved party nor the Government
is restricted by or limited to the issues,
facts, or legal theories presented in the
renegotiation proceeding. ERR 633]

§ 1606.634 Power of the Tax Court.
ERR 634]

§ 1606.634-1 As to the determination
of excessive profits. The Tax Court has
statutory power to determine as the
amount of excessive profits an amount
either less than, equal to, or greater than,
that determined by the War Contracts
Board. ERR 634.1]

§ 1606.634-2 Finality of determina-
tion. The 1943 act, in conferring ju-
risdiction upon the Tax Court, provides
that upon the filing of a petition within
the prescribed time the court shall "have

exclusive jurisdiction by order, to finally
determine the amount, If any, of such
excessive profits received or accrued by
the contractor or subcontractor, and
such determination shall not be reviewed
or redetermined by any court of agency."
(See also subsection (c) (1) of the 1943
act in § 1606.631.) ERR 634.21

§ 1606.635 Proceedings be/ore the Tax
Court. ERR 6351

§ 1606.635-1 Institution of Proceed-
2ng. A proceeding for a redetermination
in the Tax Court is instituted by the
filing of a petition by the contractor or
subcontractor. ERR 635.1]

§ 1606.635-2 Rules of the Tax Court.
The rules of the Tax Court with respect
to proceedings before it under the 1943
act are set out in § 1608.806, ERR
635.21

§ 1606.635-3 Time for filing petition.
The contract or subcontractor who de-
sires to institute proceedings in the Tax
Court must file his petition within 90
days (not counting Sunday or a legal
-holiday, in the District of Columbia, as
the last day) after the mailing of the
notice of the order of the War Contracts
Board determining the amount o! exces-
sive profits, (See H§ T606.625-3 and
1606.625-4.) ERR 635.3]

§ 1606.635-4 Eflect of petition, The
filing of a petition does not operate to
stay the execution of the order of the
War Contracts Board. (See § 1606,626-2
(b).) ERR 635.41

§ 1606.635-5 Conduct of proceedings
before the Tax Court. Subsection
(e) (1) of the 1943 act provides that the
Tax Court shall have the same powers
and duties Insofar as applicable In re-
spect of the contractor, the subcontrac-
tor, and the War Contracts Board, and
In respect of the attendance of witnesses
and the production of papers, notice of
hearings, hearings before divisions, re-
view by the Tax Court of decisions of
divisions, stenographic reporting and re-
ports of proceedings, as the Tax Courb
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. ERR 635.5]

§ 1606.636 Determination of excessive
profits by the Tax Court. ERR 6363

§ 1606.636-1 Statement o the War
Contracts Board. Under the provisions
of sul section (c) (1) of the 1943 act, rho
War Contracts Board Is required, at the
request of the contractor or subcontrac-
tor, to prepare and furnish a statement
of its determination, of the facts used
as the basis therefor, and of its reasons
for such determination. It is expressly
provided that "such statement shall not
be used ix The Tax Court. of the United
States as proof of the facts or conclu-
sions stated therein." Under the rules
of the Tax Court, however, a copy of such
statement is to be appended to the con-
tractor's petition. (See § 1608.800.)
ERR 636.1]

§ 1606.636-2 Determination of costs
(a) Subsection (a) (4) (B) of the 1943
act provides that the costs of the con-
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tractor shall be determined in accord-
ance with thd method of cost accountlng
regularly employed by him in keeping 1,is
books, but further provides that if no
such method of cost accounting has been
employed, or if, in the opinion of the
Tax Court, such method does not prop-
erly reflect such costs, such costs shall be
determined in accordance with such
method as in the opinion of the Tax
Court does properly reflect such costs.

(b) The Tax Court under this subsec-
tion is also required to disallow as a cost
any item of cost which is unreasonable or
not properly chargeable to the contracts
or subcontracts involved in the proceed-
ing before it. The Tax Court must al-
low as items of cost, to the extent al-
locable 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 ex-
cessive 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.

(c) Unless there has been an agree-
ment or stipulation with respect to the
proper segregation of renegotiable and
non-renegotiable business, the proceed-
ings in the Tax Court necessarily will In-
volve a determination by the Tax Court
with respect to such segregation. ERR
636.23

§ 1606.636-3 Factors to be considered
by the Tax Court. Subsection (a) (4)
(A) provides that the factors set forth
theretnshall be taken into consideration
in determining "excessive profits.' In-
asmuch as the Tax Court is charged with
the duty of determining the amount of
excessive profits, it, as well as the War
Contracts Board, must take into consid-
eration such factors. [RR 636.31

§ 1606.637 Enforcement of redeter-
mznation made by the Tax Court. As
subsection (e) (1) of the 1943 act pro-
vides that the filing of a petition there-
under shall not operate to stay the Ex-
ecution of the order of the Board under
subsection (W) (2) It is likely that ex-
cessive-profits will have been partially ur
wholly eliminated prior to a redeter-
mination of excessive profits by the Tax
Court. To the extent that such profits
are not so eliminated prior to the decision

- of the Tax Court, action will be taken
to- eimmate them thereafter. In this
connection reference is made to
§ 1606.626-3. ERR 637]"

PART 1607-FomS FoR RENEGOTIATION
SUBPART A-O R3 RELATINiG TO IDENTIFICATION,

ASSIMMNT AD CANCELLATION OF CAS

Se.
1607.701 Forms for mandatory filing of

financial statements under
subsection (c) (5) (A).

1607.701-1 Standard form of contractor's
report.

1607.701-2 Instructions for preparation of
standard form of contractor's
report.

1607.701-3 Standard form of contractor's re-
port (for construction contrac-
tors, architects and engineers).

se.
1607.701-4 Instructions for preparation of

standard form of contractofr's
report (for construction con-
tractors, architects and ent-
neers).

1607.701-5 Standard form of contractor'a re-
port (for agents, brol:era and
cales engineers).

1607.701-6 Instructions for preparation of
standard form of contractor's
report (for agents, brolcrs and
Sales engineers).

1607.702 letters of preliminary Inquiry.
1607.702-1 Letter of preliminary lpqulry (for

uc by as_-Inm ents and rtatiz-
ties branch).

1607.702-2 letter of preliminary inquiry
(for us- In a=lgned ca-ce).

1607.702-3 Alternative form of letter of pre-
liminary inquiry.

1607.702-4 Follow-up to letter of prelinl-
nary Inquiry from as-Ignmenta
and Statistics branch.

1607.703 Acslgnment forms.
1607.703-1 Form No. 101 (cuZgestion for co-

signment).
1607.703-2 Form No. 102 (a=sganment no-

tics).
1607.703-3 Form No. 103 (ru-geatlon for re-

asignment).
1607.704 Forms for cancellation of a=sign-

ment.
1607.704-1 Statement by contractor of non-

applicability.
1607.704-2 Notice to contractor of cancella-

flon of a.signment.
1607.704-3 Request by reneZotlating arency

for cancellation.
167.705 Trmsmlttal forms to and from

departments.
1607.705-1 Form No. SPRA I-i (=.Ignment

transmittal to departments).
1607.705-2 Form No. SPRA I-2dll (reo--

signment request cancellation
request).

1607.705-3 Form No. SPRA I-2axdlx (dis-
approved rea.sign uents; dLap-
proved cancellations).

1607.705-4 Form No. SPRA I-2b512 (ap-
proved r.ecignmeant; approved
cancellation).

1607.705-5 Form No. SPRA 1-53 (completed
settlements).

1607.705-6 Form No. SPRA I-Sb (impale
unilateral determination; de-
partment transittal report).

1607.705-7 Form No. SPRA I-So (completed
clearances; department~tranz-
mittal report).

1607.705-8 Form No. SPRA rs (identlilca-
ton, tabulation form).

1607.705-9 Instructions for preparation of
Identification, tabulation form
(SPRA E-8).

1607.706 Transmittal forms to and from
cervices.

1607.706- Form No. SPRA I-I (assinmcnt
tramnmlttal to cervices).

1607.706-2 Form N1o. SPRA 1-2a l (rcas-
signment reque:t; cancellation
reque t).

1607.706-3 Form No. SPRA I-2ax5dIx (dis-
approved reosignments; dis-
approved cancellations).

1607.706-4 Form No. SPRA I-2b.d2 (ap-
proved reassignment; approved
cancellation).

1607.706-4 Form No. SPRA I-Sabc (com-
plated cettlements; Impase;
completed clearances).

1607.706-6 Form No. SPRA I-SabcX (re-
turned settlements, Imp--e
or clearances).

1607.721 Notica of commencement of renc-
gotlatton proceeding.

107.7a2 Contractor's information and
worl: sheat for renegoatiation.

1607.723 Contractor's rcqu--t for renego-
tiatlon on completed contract
basis.

1607.72. Construction contractors, archi-
tect-, and enineers infozma-
tion and wcrL sheet for rene-
Gotiatlon.

1607.72=4-1 Instructions for preparation of
construction contracto=' er-
chiteat, and engineer- Infor-
mation and work cheat for re-
neSotatihon.

167.72--2 Exhibit I: Income statement.
1CO7.724-3 Exhibit IA (detail of Exhibit I).
1607.72-4 Elhlblt IB (detail of costs and

expn=s by contracts).
107.721-0n hlbIt II: Comparative state-

ment of income.
1607.725 Areement extending time for

completion of renegotiation.

cLnTc-o=Sei n&l.AT TO TAX C r

1607.731 letter from corporation to Inter-
nal Revenue A.ent In Charge.

107.732 Letter from Individual to Inter-
nal Revenue Agent In Charge
relating to a toa year not
beginning In I1 (no overpay-
ment of 1943 tax liability).

1607.723 Letter from Individual to Inter-
nal Revenue Agent In Charge
relating to a taxable year not
beginning in 1941 (overpay-
mont of 193 tax liability).

susshix D-70oSes LEAT!U TO AO-=T5 AMD
MMUAT=A nflEZAO75S

1607.741 Agreement forms.
1607.741-1 Standard form of agreement.
IC7.741-2 Variations In the standard form.
16'07.741-3 Contcnts of Exhibit A to the

standard form of agreemint.
107.741-4 Contents of Exhibit B to the

standard form of agreement.
1607.741-5 Contenta of Exhibit C to the

standard form of agreement.
107.72 Clearance notice.
1607.746 Unilateral determination; dale-

Gated authority.
1607.746-1 Order under delegated authority

deterrining exce s ve profits.
1037.746-2 Notice of order under deIegated

authority determining exce-
sive profits.

1607.74G-3 Notice of order having become
the determination of the War
Con et Price Adjustment
2031rd.

1607.747 Action by the War Contracts
PrIca Adjustment Board after
review.

1607.747-1 Order.
1C07.747-2 Notice.
1C 57.74 8 Vlthholding Orders.
1607.74.5-1 Direction to a contractor to

withhold.
1607.748-2 Direction to a contractor to pay

over amounts withheld.

surans E-Fo a,.15 07 ___

1607.751 Progress and cperations reports.
16207.751-1 Form No. SPRA-O (weekly prog-

ress rcpzrt of departments).
1607.731-2 InstructIos for preparation of

departmental board .eelly
prcress report (Form SPRA-
0).

1607.751-3 Form No. SPR. I (weekly pro.-
ress report of War Department
cervices).

10 7.751-4 Instructlons for preparation of
War Department weally prec-
ress report (Form CPRA I).

1607.751-3 Form No. SPRA I-B (War Da-
partment Price Adjustment
Board "Status of Renegotia-
tion Report").

1011



FEDERAL REGISTER, Friday, January 26, 1945

Sec.
1607.751-6 Form No. SPRA I-BB (1943

fiscal year assignments
"Status of Renegotiation Re-
port").

1607.751-7 Form No. SPRA I-C (War De-
partment Price Adjustment
Board "Operations Report").

1607.751-8 Form No. SPRA I-CC (1943
fiscal year assignments
"Operations Report").

1607.751-9 Form No. WCPAB-4 (report of
recoveries effected by statu-
tory renegotiation).

1607.751-10 Instructions for preparation of
departmental report of re-
coveries effected by statu-
tory renegotiation (Form
WCPAB-4).

1607.752 Statement to be furnished con-
tractor.

1607.752-1 General instructions.
1607.752-2 Form of statement and specific

instructions as to its prepara-
tion (statutory).

1607.752-3 Substitute paragraphs for the
statement where statutory de-
termination has not yet been
made.

1607.753 Summary of financial data;
spread sheet.

SUBPART I-ADDRESSES

1607.791 War Contracts Price Adjustment
Board.

1607.791-1 Principal Office.
1607.791-2 Members.
1607.791-3 Office of General Counsel.
1607.791-4 Assignment Office.
1607.791-5 Pentagon Office.
1607.792 Departmental Price Adjustment

Boards.
1607.793 War Department Price Adjust-

ment Sections.
1607.793-1 Headquarters.
1607.793-2 Field Offices of Price Adjustment

Sections.
1607.794 Navy Department.
1607.794-1 Navy Urice Adjustment Board.
1607.794-2 Services and Sales Renegotiation

Section.
1607,794-3 Price Revision Division.
1607.795 Related Offices.
1607.796 Patent Royalty Adjustment

Offices.
1607.796-1 War Department Patent Royalty

Adjustment Offices.
1607.796-2 Navy Department Patent Royalty

Adjustment Office.
1607.796-3 Treasury Department Patent

Royalty Adjustment Office.
1607.796-4 Maritime Commission Patent

Royalty Adjustment Office.
1607.796-5 Reconstruction Finance Corpo-

ration Patent Royalty Adjust-
ment Office.

1607.797 Reconstruction Finance Corpo-
ration Price Adjustment Sec-
tions.

1607.797-1 Headquarters.
1607.797-2 Field Offices of Price Adjustment

Section.
1607.798 War Department Power Procure-

ment Officer.
1607.798-1 Headquarters.
1607.798-2 Field Offices.
1607.799 War Shipping Administration.
1607.799-1 War Shipping Administration

Price Adjustment Board,

.- ART 1607-FORmS FOR RENEGOTIATION

SUBPART A-FORMS RELATING TO IDENTIFICA-
TION, ASSIGNMENT AND CANCELLATION OF

CASES

§ 1607.701 Forms for mandatory fing
of jtnancial statements under subsection
(c) (5) (A) [RR 7011

§ 1607.701-1 Standard form o/ con-
tractor's report.
Refer to LPI

STANDARD FORM OF CONTRACTOR'S REPORT

(To be filed in duplicate)
From : ............................. ------

To TrE WAR CONTRACTS PRICE ADJUSTAMENT

BOARD on THE JOINT PRICE ADJUsTIENT
BOARD;

SECTION A

I. Attached hereto are two copies of our
Financial Statements, consisting of Balance
Sheet, Income and Profit and Loss Statement
and Surplus Statement for the calendar year
1943, or for our latest complete fiscal year.
(See Instruction No. 1.)

IL We estimate that our total business, ex-
clusive of that under cost-plus-fixed-fee
(CPFF) contracts, during our latest complete
fiscal year (ended ------------------ 194..)
consisted of the following: (See Instruction
No. 2.)

A. Subject to renegotiation:
1. Direct sales (prime contracts

and purchase orders) (See In-
structions Nos. 3, 6) ----------- $

2. Indirect sales fo war end use
(subcontracts of any tier, pur-
chase orders, etc., except those
shown in 3 and 4) (See Instruc-
tions Nos. 4, 5, 6) .............. ......

3. Commissions and other income,
within the meaning of Sec. 403
(a) (5) of the Renegotiation Act
(See Instruction No. 7) ..............

4. O ther (see Instruction N o. 8) .. ......
5. Subtotal of business subject to

renegotiation (Exclusive of
CPFF) ........................ ......

B. Not subject to renegotiation (see
Instruction No. 9)

1. Sales, direct or indirect to the
Departments and other Agencies
named in the Act, but exempt
from renegotiation -----------------

2. Sales made neither directly nor
indirectly to the Departments
and other Agencies named in
the Act ---- I ----------------------

3. Subtotal of business not sub-
ject to ren eg o tia tio n .. ... .. .. .

C. Total business for period (exclu-
sive of CPFP) ---------------- $ ------

III. We (did) (did not) have CPPF con-
tracts during our latest closed fiscal year.
If answer Is affirmative statement in dupli-
cate of total billings, costs, and net fees
applicable thereto inattached. (See Instruc-
tion No. 10.)

IV. Our over-all cost of manufacture was
divided approximately as follows: (See In-
struction No. 11.)
Materials used (including parts and

sub-assemblies purchased) ------------
Salaries and wages -------------------- T
Other costs ------------------------

Total ------------------------ 100%

V. We believe that the Governmental
Agency which had the greatest financial
Interest in our business (direct and indirect
including CPFF) subject to the provisions
of the Renegotiation Act was (see Instruction
No. 12) ----------------------------------

(Department or Agency)

(Service or Bureau or Reconstruction Finance
Corporation subsidiary)

VI. Listed below, in order of importance,
are the three principal products sold or serv-
ices rendered entering into renegotiable busi-

ness for our latest complete fiscal year, and
the functions performed by us with respect
to each, such as manufacturing, assembling,
distributing, etc.

Product or sePvice Function
I1.------------------ -----------------

3.--------------------- ----------------
VII. Salaries and other compensation (in-

cluding commissions, bonuses and other
forms of extra compensation) to our highestb
paid officers and employees (not exceeding
five in nhumber) who received $10,000 or more
per annum for our latest complete fiscal year
were as follows:

Name and'titZc Amount

-5------------------ ----------------- _
VIII. The estimated cost of facilities fur-

nished or financed by the United States
Government as of the close of our latest com-
plete flical year was $ ----------

IX. Profit before Federal taxes on income,
shown by financial statements submitted in
accordance with Item I above (does) (does
not) differ by more than 5 percent from not
income shown by Federal income tax roturns
filed or to be filed for the year. (If differ-
ence is in excess of 5 percent, explanation of
major components of difference is attached
in duplicate.)

X. Charges for post-war conversion or re-
conversion, inventory reserves, contingen-
cdes or other Items not deductible for tax
purposes (are) (are not) included in costo
and expenses in the statements for our lat-
est complete fiscal year submitted herewith.
(If statement is affirmativo, a schedule show-
ing details is attached, in duplicate.)

XI. There (were) (were no) changes in the
form or control of our organization (includ-
ing reorganizations, dissolutions, acquisition
and/or disposal of subsidiaries, etc.) during
our latest complete fiscal year. (If statement
is affirmative, an explanation is attached, in
-duplicate.)

XII. We (have) (have not) entered into a
formal agreement or received an authorized
clearance notice under the Renegotiation Act
with respect to any of our past fiscal years.
If answer is affirmative, name and address
of Price Adjustment Board or Section is given
below:

SECTION D

(Items XIII, XIV, and XV, comprising Sec-
tion B of this report are not required to be
filled out by contractors or subcontractors
who have entered into formal agreements or
received authorized clearance notices under
the Renegotiation Act with respect to any
past fiscal years. However, the data, if fur-
nished, will expedite the disposition of the
case and should be presented if readily avail-
able.)

XIII. Attached hereto are the following:
(A) A brief statement (in duplicate) of

the nature of our pre-war business and the
extent and approximate date of its conver-
sion to the war effort; also a brief description
of our principal peacetime products,

(B) A statement (in duplicate) showing
names and addresses of our parent, subsidl.
ary and affiliated companies or organizations
with a brief description of the character of
their business and the nature and extent
of their affiliation. Included also is a state-
ment as to whether or not we believe that
the operations of such.companies or organi-
zations should be consolidated with those of
this company for renegotiation on an over-
all basis if such renegotiation be required.

XIV. Condensed income data for prior
years, exclusive-of charges for extraordinary
reserves and other items not allowed as de-
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ductions for tax purposes, are shown below
(in thousands of dollars) (See Instruction

No. 15)

Years ended- 1942 1939 1938 1937 1936
(1) Net sales -----------------------------
(2) Taxable net income per Federal tax re-

turn..--------------------------
(3) Net fees on CPFF contracts (included in

line 2) ------------------...........

XV. Salaries and other compensation (in-
cluding commissions, bonuses and other
forms of extra compensation) to our highest
paid officers and employees (not exceeding
five in number) who received $10,000 or more
per annum for any of our fiscal years Indi-
cated below, as follows:

Name and title 1942 191 1940 1939
-1.-----------------------------------
2 .-.--- ......-----------------------
3.----------------------------------
5 4...- ----------....---.- ..----------

5.--------- --------------- -

(Exact name of contractor-not
abbreviated)

(State of Incorporation)

By ----------------------.. . .---
(Authorized corporate oflcer,

partner or proprietor)

(Title)
-Date ................
I, the undersigned,....................

(Title of signer and name of
- - certify that the representations

contractor)
and supporting data hereby submitted are
true and correct and n accordance with In-
structions furnished with this form to the
best of my knowledge and belief, subject to
such qualifications as are specifically set
forth.

(Signature)

[RR 701.1]

§ 1607.701-2 Instructions for prepara-
tion of standard form of contractor's
report.

INSTWUCTIONS FOR P XaARMION Or STUARSD
Foam oF Conacrou's REPoaT

Be sure to use the correct form of report.
Three separate Standard Forms of Contrac-

tor's Report have been prescribed by the War
Contracts Price Adjustment Board, for the
following types of business covered by the
Renegotiation Act:

1. Personsprmeipally engaged n manufac-
turing and general business other than (2)
and -(3) below. (Form entitled "Standard
Form of Contractor's Report.")

2. Persons principally engaged on construc-
tion. projects, including those operating under
architect-engineer contracts. (Form entitled
"Standard Form of Contractor's Report (For
Construction Contractors, Architects, and
Engineers) .')

3. Brokers, sales agents, etc., as defined In
subsection (a) (5) of the Renegotiation Act.
(Form entitled "Standard Form of Contrac-
tor's Report (For Agents, Brokers, and Sales
Engineers).")

Filing of the Appropriate "Standard Form
of Contractor's Report" in satisfactory form'
is required to comply with the statutory filing
provisions in subsection (c) (5) (A) of the
1943 Renegotiation Act. If the attached Is
not the appropriate form, copies of the proper
form can be obtained by writing to War Con-
tracts Price Adjustment Board, assignments
and Statistics Branch. Renegotiation Division,
Room 3D 573, The Pentagon, Washington 25,
D. C., or the office from which this document
was received.

1. Item I. Copies of audit reports by inde-
pendent public accountants should be sub-
mitted if available. If such audit reports

have not been prepared, in lieu thcreof there
should be submitted in duplicate finaxclal
statements for the latest loed fiscal yca,
consisting of (A) a balance .htct, us of the
close of such fiscal year, and (B) a statement
of income and surplus for such fiLcal year.
These statements must be In reaonable de-
tal; the balance scet must show the gross
plant account and related allowancz for de-
precatlon; each reserve must be stated e p-
rately; and the income statement must bh w
sales and cost of ralc. Unaudited statc-
meats may be filed If they are In accord vith
the contractor's records and f the contrac-
tor certifies that the statements are correct
to the best of his Imow edg e and belief. A
deviations from the contractor's records
should be noted and explained.

2. Item II For the purpose of this report,
a careful cstimato by the contractor as to the
segrcgation of his renegotLablo and non-re-
negotiable busine-s will be accepted and re-
ceived witbout prejudice. Attention is di-
rected to Instruction No. 5, relative to the
inclusion of renegotiable subcontracts.

3. Item Il-A-i. Dircet salcs subject to
renegotiation should Include the total
amount of contractor's net billings for his
latest complete fiscal year on direct tales
(under prime contracts and purchace orders
except those based on cost-plus-fixed-fee
contracts) to the War, Navy and Treasury D-
partments, Lfarltime Comm!coion, War Ship-
ping Administration and the following, sub-
sidiarles of the Reconstruction Finance Cor-
poration, Defense Plant Corporation, Metals
Reserve Company. Defenre Supplies Corpora-
tion, and Rubber Reserve Company; tals
under lend-lease contracts may be clas zied
according to the Agency through ehlch the
contracts were negotiated.

4. Item II-A-2. Indirect sl.3 for war end
use should include the total amount of con-
tractor's net billings for his latest complete
fiscal year on indirect tales (under subron-
tracts of any tier, as nterpreted below) ex-
cept those to be entered as Ir-A-3 and -4. end
those based on cost-plus-fixed-fe contracts.

5. Interprctation of cubcontract. Under
the statutory definition of "tubcontract!'
(See. 403 (a) (5)), profits on the prcductlon
and sale, or the sale, of articles required for
the performance of another contract or cub-
contract are subject to renegotintlon, as well
as profits on the production or tale of all ma-
terials, down to and including raw materiais
except certain specified products exempted
under subsection (1) of the Act. This defini-
tion Is interpreted to include contract3 not
only with prime contractors but also ith
other subcontractors, If such contracts are-

a. for the sale or prccezing of an end
product or of an article incorporated therein,

b. for the sale, furnLing or Installation
of machinery, equipment or matcrials uscd In
the processing of an end product or of an
article incorporated therein,

c. for the tale, furnishing or Installation
of machinery used In the processing of other
machinery to be uscd In the procesing of an
end product or of an article incorporated
therein,

d- for the sale, furnishing or Installation
of component parts of or subassemblIe3 for
machinery Included In (c) above nd ma-
chinery, equipment and materials included
In (b) above, and

e. for the performance of Eervices directly
required for the performance of contracts or
subcontracts included in (a), (b), (c), and
(d) above.

The term "component part" clha be
deemed to include materials and Ingredients.

With respect to machinery, equipment or
materials lusEd In proce-sing."

(1) In general It I- intended to include a
subject to statutory renegotlatlon the oa
of all machinery, equipment, matcrials end
other articles vhich contribute directly to the
actual production of an end Item or an article

incorpated therein, In connection rAth the
phy-ical handling of the Item from the time
of entry of the component mat r ils to de-
parture of the item from the plut In ques-
tlon and to include all machinery which
simllarly contributcd directly to the atual
production of other machinery ca used.

(2) It I- intended to exclude the =le of
artivcki ,hlch contribute only indirectly to
the actual manufacturing proc -, such7 as
(a) products used for general plant mainte-
nance, including fu end equipment to pro-
duca li-ht, heat and rnwez, (b) cquipmanz
nccded for general c~cc ma tenance, in-
cluding all types of ol r , mchinery and sup-
plim, and (c) tafety elulpmnt and clothln7.

13) It is not intended, howaver, to exclude
from rencgotlation any articles othemras sub-
ject to rencgotiation which are cold directly
to a Department, or to e contractor when
the items ae to be ultimat:ly resold to a Da-
partment either as end prcduct or as com-
ponent parts included therein.

The term "artfcxts" In the statutory defi-
nition of cubcontract is Interpreted to nclude
commerclal products as wll as equipment
fabricated for particular u= or purpes.

The fact that comicrc al prc:Ttxtc are sold
for industr il uses, elthsr directly or througa
jobb-r or other coamrcial channels, da3
not exclude such artclce from this definition.
The c3no tests are applIed to bath ordinary
commercial prcducts and equipment fan-i-
cated for special uas and purp=es.

The fact that articles are soid under prics
ccifngs fixed by OPA or as the result of corn-
p'titfir bidding dces not ezlude the sale
of cuch articles from renegotiation.

6. Contracts srzbf et to proft mitation.
If the contractor made dMliverics under con-
tract- or subcontracts subj.ect to profit Ihli-
tations, the total bilns under such con-
tract, should b2 included a- part of rcnegotl-
able raIes, but should aLa ba shzown in a
teparato chedule, n duplcate, in which
should be stated the amount cc included.

7. Item II-A-3. "CommLson are other
income, irithis the meanfng of Sea. 403 (a)
(5) of the Rncegotfatfor Act' refers to Income
as recorded on the contractor's bzol ., from
the execution of any contract or arrangement
(a) to prccure one or more contracts with a,
Dep2rtment or one or more war end use sub-
contracts when the amount of such income

,as contingent upon such procurement, or
was dctermined with reference to the amount
of such contract- or subcontracts or (b)
under which any part of the Ecrvlces per-
formed or to b3 performed, consisted of the
soliclting, attempting to procure or procuring
one or more contracts vith a M-fl rtmnent or
one or more war end use subcontracts.

A contract or arranZement for this purpaze
doe not exist when one of the contracting
partic Is a bona fide executive olcer lartner,
or full-time employee of the other contract-
ing party.

8. Item IZ-A-4. Other renegaofable buaf-
ne=. Any ncome, rece2ipts, or accruals, such
as royalties, manament fee, etc. (except
from cost-plus-flxed-fca contracts), not in-
clude In 1l-A-1, -2, or -3, which are subject
to renegotiation, should ba entered on this
line.

9. Item lI-B. Rsiness not sub!ect to rere-
gotfation. Certain direct and indirect sales
exemuted from rencgotltion by subzectfion
(I) of the Act nd admirilstrative rulinzs
thereunder, thiuld be entered as I---l.
Other tale, excluded because they were not
made, directly or indirectly, to Dapartrmnts
and Agencs named In the Act, should be
entercd as Ir-B-2.

Since the difculty of maltng an accurate
ccgrcgatlon between salsc "Subject to Re-
nEgotlation!' and tho:2 "l at Subject to Re-
negotiation" is rceogniad, contractor3
should tahe Care to report as "Subject, to
Rencgotlation"

' all bu-ine-s except that which
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is clearly not renegotiable as a matter of law
or of administrative ruling. Such a report
will be received without prejudice.

10. Item III. Cost-plus-fired-fee (CPFF)
contracts. If the contractor performed un-
der one or more cost-plus-fixed-fee direct
contracts or subcontracts subject to the Re-
negotiation Act, during his latest closed fiscal
year, he should report in a separate state-
ment in duplicate, the total of his billings,
costs, and net fees thereunder. If he is un-
able to report costs, an explanation of the
reasons therefor should be submitted.

11. Item IV The percentages entered in
IV relate to the cost of manufacturing prod-
ucts sold under fixed price contracts or in
the regular course of business, but not to
cost-plus-fixed-fee contracts. The percent-
ages should be based on manufacturing costs
only, and should not relate to amounts which
Include selling and administrative expenses.
If the information requested cannot be read-
ily obtained or estimated, a statement out-
lining the difficulties involved must be sub-
mitted.

12. Item V There should lie entered on the
first blank line the name of the renegotiat-
ing Department or Agency (e. g. Navy, Re-
construction Finance Corporation) and on
the second blank line the name of the re-
lated Service, Bureau or R. F. C. subsidiary

.(e. g. Bureau of Ordnance, Defense Supplies
Corporation) which the contractor believes
-(without detailed analysis) purchased the
largest proportion of his war end use output
during the latest complete fiscal year, both
.under direct contracts and as components
of products acquired from other contractors.

The Governmental Agencies which conduct
renegotiation proceedings are:

1. War Department.
2. Navy Department.
8. Maritime Commission.
4. War Shipping Administration.
5. Treasury Department.
6. Reconstruction Finance Corporation, on

behalf of its subsidiaries:
Defense Plant Corporation.
Defense Supplies Corporation.
Metals Reserve Company.
Rubber Reserve Company.
The Interested Services included In the

War Department are:
Army Air Forces.
Chemical Warfare Service.
Corps of Engineers.
Ordnance Department.
Quartermaster Corps.
Signal Corps.
Surgeon General.
Transportation Corps.
The interested Bureaus Included in the

Navy Department are:
Bureau of Aeronautics.
Bureau of Ordnance.
Bureau of Ships.
Bureau of Supplies and Accounts.
Bureau of Yards and Docks.

13. SeCtion B. Items XIII, X=V and XV
comprising S3ctlon B of this report are not
required to be filled out by contractors or
subcontractors who have entered into formal
agreements, or received authorized clear-
ance notices under the Renegotiation Act
with respect to any past fiscal years. How-
ever, the data, if furnished, will expedite the
disposition of the case and should be pre-
sented if readily available.

14. Item XIII-B. By "affiliated companies
or organizations" is meant all persons under
the control of or controlling or under com-
mon control with the contractor or subcon-
tractor.

15. Item XIV The information as to opera-
tions of the contractor for the indicated
taxable years is necessary for the proper
consideration of the effect of war business
on the volume of sales and amount of profits.
If the profits for any of the fiscal years
relate to operations under cost-plus-fixed-

fee contracts, tho amount of the net fees
on such contracts should be shown on line
(3) of Item XIV as a memorandum, and
should also be included in "Taxable net
income per Federal tax return" (line 2).
Gross billings and costs under such con-
tracts should not be included.

16. If information previously filed. If all
of the information called for by this form
has been furnished the Price Adjustment
Agency to which the contractor has been as-
signed, this Standard Form of Contractor's
Report can be completed by reference, stat-
ing specifically the place and date of filing.
When certified by the appropriate Price Ad-
justment Agency that it has received such
information, this report will be accepted
by the War Contracts Price Adjustment
Board as having complied with mandatory
filing under the first sentence of subsec-
tion (c) (5) (A) of the 1943 Act.
ERR 701.2]

§ 1607.701-3 Standard form of con-
tractor's report (for construction con-
tractors, architects, and engzneers)
Refer to LPI ------

.STANDARD FoRm& or CoNTRAcroR's REPoar

(Foa CoNsTaUCTIoN CoNsTncrOs, Ancirzcs
AND EN~Ozsszs)

(To be filed in duplicate)
From: -------------------- ---

To: The War Contracts Price Adjustment
Board or the Joint Price Adjustment
Board:

&SECT'I ON A

I. Attached hereto-are copies of our Federal
Income Tax and Excess Profits Tax Returns
for the calendar year 1943, or for our latest
completed fiscal year. The method of report-
ing for Income Tax purposes, is: (a) Cash
___ (b) Accrual ___ (c) Completed job
basis . (d) Percentage of Completion
.basis . If the Tax Return does not dis-

close gross contract earnings and job costs, a
schedule of these Items is attached hereto,

II. Our method of accounting employed for
book purposes is the -. basis, and ,M
estimate that our total business during our
latest completed fiscal year (ended -------
194.-) consisted of the following: (See In-
struction No. 1).

A. Subject to renegotiation. (See Instruc-
.±ion No. I)
2. Construction work (prime con-

tracts and subcontracts)
Lump sum or unit price work -- - $ ......
Cost-plus-fixed-fee work (relm-

bursables plus fixed fee and any
other earnings) .---------------......

Contractor's proportionate share
of total Joint venture business
(See Insfuction No. 2) ..............

Other (deu.Tibe briefly) ...............

Total construction, work ...........
2. Rental income from owned

equipment not included in con-
struction business .................

3. Sales for war end use and other
earnings .........................

4. Total of business subject to
renegotiation.....................

B. 'Not mobject to renegotiation.
(See Instruction No. 3.)

1. Construction work, rentals, sales
and other gross business directly
or indirectly with the Depart-
ments and other Agencies named
in the.Act, but exempt from re-
negotiation -------------------- ......

2. Other business neither directly or
Indirectly with the Departments
and other Agencies named in the
Act ----------------------- _--. ......

3. Total of business not subject to
renegotiation ........................

C. Total businesg during latest
completed fiscal lea% ------------- ......

III. Our total husines listed above vwas
divided as followa,

Completed Uncompleted Total
business business buslness

Subject to renegotiation ----------------- $ ----------- ------------ - -----
Not subject ' 0 renegotiation ....................................... ...........

Total business ------------------- $ ----------- $---------- ...........

IV. We believe that the Government De-
partment or Agency which had the greatest
financial interest in the above business (di-
rect and Indirect) subject to the provisions
of the Renegotiation Act was (See Instruc-
tion No. 5)
------------------------------

(Department or Agency)

(Approximate percent of total business)

V. Commissions within the meaning of Sec-
tion 403 (a) (5) of the Renegotiation Act
(were) (were not) received or accrued by us.
If answer is afflrxnative, a statemelt in dupli-
cate showing the amount and an explanation
thereof is attached. (See Instruction No. 6.)

VI. There (were) -(were not) changes in the
form or control of organization (including
reorganizations, dissolutions, acquisition
and/or disposal of subsidiaries etc.) during
the latest completed fiscal year. (If state-
ment is affirmative, an explanation in du-
plicate is attached.)

SECTION n

(Items VII through XII, comprising Sec-
tion B of this report, are not required to be
filled out by contractors or subcontractors in
the event that their estimate of business
subject to the Renegotiation Act as shown in

Item II A and Item II B-1 together does net
.exceed the statutory minimum)

VII. We are organized as a: Corporation
Partnership ---- Individual ---- Joint

Venture . Attached hereto is a stat-
,ment in duplicate of the Information re-
quired by Instruction No. 7.

VIII. There (were) (were not) during the
period under review partners or persons hav-
ing an interest in our Government contracts
or other Government business who wore not
signatories to the contracts or agreements.
If answer Is affirmative, a full explanation In
duplicate is attached hereto.

IX. We (are) (are not) directly or In-
directly interested In any of the subcontrac-
tors or any of the firms or corporations from
whom we have purchased or rented materials
or equipment for this contract, If answer In
affirmative, an explanation In duplicate Is
attached.

X. Attached hereto are the following:
A. A brief statement in duplicate of the

history of our organization and operations,
B. A list in duplicate of the namea and

addresses of all subsidiaries, affiliated com-
panics, wnd organizations or persons undor
the con~xol or controlling, or under common
contre' with the contractor, with an explana-
tion of the relationships,
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XL Attached hereto Is a schedule In dupli-
cate of contract data showing the informa-
tion required by Instruction No. 8 for each
contract and subcontract In-excess of $50,000
as reported in Item 31 A. All contracts less
than $50,000 are reported in total only.

Xi. Attached hereto is a schedule in dupli-
rate of contract data showing the informa-
tion required by Instruction No. 9 for each
contract and subcontract in excess of $50,000
as reported in Item II B. Al contracts less
than $50,000 are reported in total only.

-----..---------------------

(Exact name of contractor-
not abbrievated)

By .............................
(Authorized corporate officer,

partner or proprietor)

(Title)
D ate ----------------
I, the undersigned ....................

(Title of signer and
name of contractor)

certify that the representations and sup-
porting data hereby submitted are true and
correct and in accordance with instructions
furnished with this form to the best of my
knowledge and belief, subject to such quali-
fications as are specifically set forth.

(Signature)
ERR 701.3]

§ 1607.701-4 Instructions for prepa-
ration of standard form of contractor's
report (for construction contractors,
architects and engzneers)
INSTRUCrIONS FOR PMEPAsAToN Or STANDAnD

FoR or CoNTRAcroR's REPoaT

(For Coptruction Contractors, Architects
and Engineers)

Be sure to use the correct form of report.
Three separate Standard Forms of Con-

tractor's Report have been prescribed by the
War Contracts Price Adjustment Board, for
the following types of business covered by
the Renegotiation Act:

1. Persons principally engaged in manu-
facturing and general business other than
(2) and (3) below. (Form entitled "Stand-
ard Form of Contractor's Report.")

2. Persons principally engaged on construc-
tion projects, including those operating un-
der architect-engineer contracts. (Form
entitled "Standard Form of Contractor's Re-
Report (For Construction Contractors,
Architects, and Engineers) .")

3. Brokers, sales agents, 'etc., as defined
in subsection (a) (5) of the Renegotiation
Act. (Form entitled "Standard Form of
Contractor's Report (For Agents, Brokers, and
Sales Engineers).")

Filing of the Appropriate "Standard Form
of Contractor's Report" in satisfactory form
is required to comply with the statutory
filing provision in subsection (c) (5) (A)
of the 1943 Renegotiation Act. If the at-
tached, is not the appropriate form, copies
of the proper form can be obtained by writ-
ing to War Contracts Price Adjustment Board,
Assignments and Statistics Branch, Rene-
gotiation Divislon, Room 3D 573, The Penta-
gon, Washington 25,-D. C., or the office from
'which this document was received.

1. Item II. Total business should include
the aggregate of the amounts received or
accrued in the latest completed fiscal year
(according to the method of accounting em-
ployed by the contractor or subcontractor in
keeping his books) from construction con-
tracts, equipment rentals, sales and other
business. The method of accounting em-
ployed for book purposes should be stated.

For the purpose of this report, it is not
necessary to have an exact segregation of
business as to renegotiable and non-renego-
tiable, if such would require detailed account-

No. 19- 10

Ing analysis. For the present, if nece-ary,
the contractor's best estimate will be ccccpted
and received without prejudice. However. a
more accurate analysis may have to be mde if
the contractor's representatlon of renmeo-
tiable business approaches the rtatutory
minimum. Also, If renegotiation prceedings
pre to be continued, a request for rore ac-
curate segregation and allocation may be
made.

2. Item Il-A-1. In renorting contractor's
proportionate chare of joint venture busi-
ness, gross contract and other earnings of
each joint venture, Including relmburce-
ments in the caso of ccst-plu -a-flxed-fea
joint venture contracts, chould be talen Into
account.

3. Item 11-B. Sales not ublcct to rcgCo-
tiation. Certain direct and Indirect sales
have been exempted from renegotiation by
subs,'ctlon (1) of the Act and adminisrative
rulings thereunder. Since the dilculty of
making an accurate egre-ation between mias
"Subject to Renegotiation" and those "Not
Subject to Renegotiation" Is reconized, cn-
tractors should report as "Subject to Renego-
tiation" all business except that thich is
clearly not renegotiable as a matter of law or
of administrative ruling. Should a continu-
ance of renegotiation proceedinGs be required.
necessary corrections in the cc-retgatlon on
-the Standard Form of Contractors Repat
'(for Construction Contractors, Architects and
'Engineers) will be made.

4. Item- Il-B. Construction eontracts
,taarded as a result of compctiftire bidding.
The War Contracts Price Adjustment Board
has adopted the following interpretation of
the exemption under the Renegotlation Act
of construction contracts awarded as a result
of competitive bidding: The exclusion from
renegotiation of construction contracts with
a Department awarded as a result of competi-
tive bidding applies only to contracts for the
construction of buulding-, structures, Im-
provements and other cimilar facilities lot to
the lowest qualified bidder and which were
entered into after adverticement and for
which bids have been received from two or
more independent, responsible and qualiflcd
contractors in actual competition with each
other. This section of the Act is applicable
only to amounts received or accrued under
such contracts for fiscal years ending after
June 30, 1943, and appllcs re,-ardl of the
date when the contracts were made. Con-
tracts for the furnishing of materials or cup-
plies or for the leace or cale of machinery or
equipment are not demcd to be within the
scope of this provision of the Act.

The Board has found that competitive con-
ditions affecting the making of construction
contracts and subcontracts entered into sub-
sequent to June 30, 1043. were such as to re-
suit In effective competition with respcct to
the contract or subcontract price where all
of the following conditions exist:

(1) The contract or subcontract Is one for
the construction of building, structure:, Im-
provements or other similar facillties. Con-
tracts and subcontracts for the furnLhing of
materials or supplies or for the lease or sale
of machinery or equipment ore not within
the scope of this exemption.

(2) The contract was entered Into subse-
quent to June 30, 10-3, and did not consti-
tute a substitute for or a revision or exten-
sion of an existing contract entered Into on
or before June 30, 1943.

(3) The work covered by the contract wao-
substantially the came as the work for which
the bids were requested.

(4) Bids were received from two or more
responsible and qualifled contractors, who
were independent of each other and were in
actual competition wlth each other for the
work for which bids were requested.

(5) The contract price was not In exces of
the low bid received,

5. Item IV There should be entered on the
first blank line the name of the renegotlating
Department or Agoncy (e. g. Navy, Receon-
struction Finance Corporation) rh!ch during
the contractor's latest completed fica-l ye r
had the largest proportionate interest in hs
war end u:2 busines both under direct cn-
tracto and as components of products ac-
quired from other contractors.

The Governmental Agencles which conduct
rene-otiation proceedings are a- folI s:

1. War Department.
2. Navy Department.
3. Maritime Comisson.
4. War Shipping Administration.
5. Treasury Dpartment.
0. Reconstructfin rFinance Co.'pezraton, on

behalf of its subsidlares:
Dfense Plant Corporation.
Defense Supplies Corporation.
Metals Re erve Company.
Rubber Reserve Company.
6. Item V "Commissions within the mean-

in, of Sec. 403 (a) (5) of the Renegotiation
Act" refers to income as recorded on the
contractor's books, from the execution of any
contract or arrangement (a) to procure one
or more contraLcG with a Dapartment or one
or more war end use subcontracts when the
amount of such income was contingent upon
such procurement, or was determined with
reference to the amount of such contracts cr
subcontracts. or (b) under which any part
of the cervices performed or to be performed,
consists of the collciting, attempting to pro-
cure or procuring one or more contracts rith
a Department or one or more war end usc
-ubcontracto.

A contract or arrangement for this pur-
poe docn not exist when ona of the contract-
ing partile Is a bona fide executive ofiier,
partner, or full-time employee of the othe
contracting party.

7. Itcm Vi. If a Corporation, give date cf
Incorporation and state in which incorpo-
rated. Alo give name, addresses of ocarm
together with their respective percentages
of stock oversshlp.

If a Partnership. state the date of forma-
ton. and give names and addre s of all
partners and their respective percentages of
interest In its income.

If a Joint Venture. give date of formation,
and names and addrezsse of all partc parts
toZether with their respective percentages cf
interest in its income.

Where two or more parties enter into an
arran,-ement for the performance jointly of
one or more projects the combination result-
Ing from such arrangement Is commonly re-
ferred to as a "Joint Venture

=  
Such a Joint

Venture Is regarded a an entity which, with
respect to Its contracts or subcontractz with-
In the cope of the Renegotlation Act cf
1043. Is a "contractor" or "subcontractor"
wlthin the meaning of the Act. Therefore,
each Joint Venture Is rene.otiated separately
with rczpact to Its reneZotiable contracts and
subcontracts;.

8. Item XI. Submit the following informa-
tion for each contract and subcontract
ia exc- of C5O,000 as reported in Item 31-A.
No detail is required for contracts of les
than C59,003. The total sum of an such
contracts may be reported as one amount.

A. Contract number of each contract cr
subcontract. Show under this Item the Go-
ernment or other prime contract number
and, if a subcontract the Government or
other numbar assigned to the related prime
gontract.

B. Type of contmct (advertized or negoti-
ated: lump sum unit price or cost-plus-a-
fxcd-fee: prime contract or sub-contract;
arclhitect-engineer, construction or combina-
tion).

0. If a prime contract, with what Depart-
ment made (War Navy, Treasury Depart-
ments, Maritime Commislon, War Shipping
Administration, Defense Plant Corporation,
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Metals Reserve Company, Defense Supplies
Corporation, Rubber Reserve Company).

D. If a subcontract, name and address of
prime contractor, and Department with
which he made contract, if available.

E. Total contract price, ncluding amend-
ments. In the case of cost-plus-a-fixed-fee
contracts, show separately the estimated cost,
final cost, and fee.

F. Brief description of work.
G. Location of work.
H. Amounts and percentages completed at

beginning and end, respectively, of fiscal year.
1. Approximate percent and types of work

subcontracted to others. List each subcon-
tract let in excess of $50,000, showing the
name and address of the subcontractor, type
and amount of work subcontracted.

J. Date work was commenced and com.-
pleted, or estimated completion date.

K. State year or years in which income was
reported for tax purposes and, if reported in
more than one year, the amount reported in
each year.

L. If a joint venture contract, list the
names and addresses of all joint venturers.

0. Item XII. Submit information showing
for each contract and subcontract in excess
of $50,000 as reported in Item II-B the de-
tails as shown in A through G of Item XI
above. No detail is required for contracts
of less than $50,000. The total sum of all
such. contracts may be reported as one
amount.

10. If information previously filed. If all
of the information called for by this form
has been furnished the Price Adjustment
Agency to which the contractor has been as-
signed, this Standard Form of Contractor's
Report can be completed by reference, stat,
ing specifically the place and date of filing.
When certified by the appropriate Price Ad-
justment Agency that it has received such
information, this report will be accepted by
the War Contracts Price Adjustment Board
as having complied with mandatory filing
under the first sentence of subsection (c)
(5) (A) of the 1943 Act.

ERR 701,4]
§ 1607.701-5 Standard fornm of con-

tractor's report (for agents, brokers and
sales engtneers)
Refer to:
LPI .....

STANDARD FORM OF CONTRACTOR'S REPORT

(FOR AGENTS, BROKERS AND SALES ENGINEERS)

(To be filed in duplicate)
From: ...................................

To: War Contracts Price Adjustment Board
or the Joint Price Adjustment Board

I. Attached hereto are copies of our Fed-
eral Income Tax and Excess Profits Tax re-
turns, financial statements or annual report
to stockholders covering our latest completed
fiscal year. (See Instruction No. 1.)

II. We estimate the total business during
our latest completed fiscal year (ended

- 194 .... ) consisted of the
following: (See Instruction No. 2).

A. Subject to renegotiation.
Commissions and other income re-

ferable to sales made or services
rendered directly or indirectly to
Departments and other Agencies
named in the Renegotiation Act. $ ......

B. Not subject to, renegotiation.
(See Instruction No. 3)

I. Commissions and other- Income
referable to sales made or services
rendered directly or indirectly to
Departments and other Agencies
named in the Act, but exempt from
renegotiation .................... ......

2. Commissions and other income
referable to sales made neither di-
rectly nor indirectly to the Depart-
ments and other Agencies named
in the Renegotiation Act ...............

3. Other business income, if any.
(Explain sources and nature of
Such income.) ----------------------

C. Total business income for year-
D. Our basis for estimate of non-

renegotiable income is explained
below: (or on attached sheet).

III. On a separate sheet, with respect to
each of the concerns represented by us is the
following information pertinent to our latest
fiscal year:

(a) Name and address of principal.
(b) Products handled or services rendered

by us. (See Instruction No. 4.) 1
(c) Amounts paid or accrued to us.

IV. Condensed income data for prior years:
(See Instruction No. 5.)

Bross usmess Net In- Federal
bear Susmess eses come be- taxes onicome e enses foretaxes racome

(1) (2) (33 (4)

1943 .... ..... .......... .......... .......... ..........19-42 ----------. .--------- ..------- .. ........ ..........-
19421941 .........................................
1940 .........................................
1919 .....................................
l98....................................~...
1937 .....................................
1936 -------------------------......

V Salaries and other compensation includ-
ing commissions, bonuses and other forms of
extra compensation paid by us to our ten
highest paid officers, salesmen and employees,
who received therefrom in excess of $5,000.00
for our latbst completed fiscal year, were-as
follows: (See Instruction No. 6.)

Name Position 1943 1942 1941 1940

.... ... ... .... ... ... ... -------------- $. .. $ ----

(Exact name of agent. or broker-not
abbreviated)

By.................................
(Authorized corporation officer,

partner or proprietor)
Date.. ..................
,I, the undersigned------------

(title of signer) certify that the representa-
tions and supporting data hereby submitted
are true and In accordance with instructions
furnished with this form to the best of my

-knowledge and belief, subject to such quali-
fications as nre specifically set forth.

(Signature)
ERR '701.5]

§ 1607.701-6 Instructions for prepa-
ration of standard -form of contractor's
report (for agents, brokers and sales en-
gzneers)
INSTRUCTIONS FORl PREPARATION OF STANDARD-

Foaax or CoNTRiAcroil's REPORT
(For Agents, Brokers, and Sales Engineers)

Be sure to use the correct form of report.
Three separate Standard Forms of Contrac-

tor's Report have been prescribed by the War

Contracts Price Adjustment Board, for the
following types of business covered by tho
Renegotiation Act:

1. Persons principally engaged In manufac-
turing and general business other than (2)
and (3) below. (Form entitled "Standard
Form of Contractor's Report.")

2. Persons principally ongaged on construe-
tion projects, including thoe operating un-
der architect-engineer contracts. (Form on-
titled "Standard Form of Contractor's Report
(For Construction contractors, architects,
and Engineers).")

3. Brokers, sales agents, etc., as defined in
subsection (a) (5) of the Rentgotlation Act,
(Form entitled "Standard Form of Contrac-
tor's Report (For Agents, Brokers, and Salc
Engineers).")

Filing of the appropriate "Standard Form
of Contractor's Report" In satisfactory form
is required to comply with the statutory fil-
ing provision In tubsection (c) (8) (A) of
the 1943 Renegotiation Act. If the attached
is not the appropriate form, copies of the
proper form can be obtained by writing to
War Contracts Price Adjustment Board, As-
signments and Statistics Branch, Ronegotia-
tion Division, Room 3D 573, The Pentagon,
Washington 25, D. C., or the oMco from which
this document was received.

1. If a financial statement or stockholders'
report has not already been prepared, It need
not be especially prepared for this purpose.

2. Contracts anvi subcontracts witlin the
scope of the Act. Subject to certain specfic
exemptions, the Renegotiation Act applies to
contracts involving articles or services ac-
quired by, or having an end-use with the War
Department, the Navy Department, the Tread-
ury Department, the Maritime Commission,
War Shipping Administration, and the fol-
lowing subsidiaries of the Reconstruction
Finance Corporation: Defense Plant Corpo-
ration, Metals Reserve Company, Defenuo
Supplies Corporation, and Rubber Reeryo
Company. Lend-Lease contracts negotiated
with the above Agencies are also Included,

The income of agents, manufacturers' rep-
resentatives and sales engineers Is subject to
renegotiation if derived from a "subcontract",
as the term Is defined In subsection (a) (8)
of the Act.

Subsection (a) (5) defines as a "subcon-
tract" any contract or arrangement (other
.than a contract or arrangement between two
contracting parties, one of which parties Is
found to be a bona fide exectitivo officer, part-
ner or fulltime employee of the other con-
tracting party), (a) any amount payable
under which is contingent upon the procure-
ment of a contract with a Department, or t
subcontract thereunder, or determined with
reference to such a contract or subcontract,
or (b) under which any part.of the services
perfelmed or to be performed Consists of the
soliciting, attempting to procure, or procur-
Ing a contract with a Department, or a sub-
contract thereunder.

Subsection (a) (5) of the Act also definei
a subcontract as "-any purchase order or
agreement to perform all or any part of the
work, or to make or furnish any article, re-
quired for the performance of any other con-
tract or subcontract-"

In general, the Act covers not only sales and
engineering services rendered in connection
with the sale of an end product purchased by
one of the agencies covered by tho Act, and
any article incorporated therein, but also the
Sale or installation of machinery, equipment
or materials used In processing an end
product.

3. Segregation of renegotiable and ton-
renegotiable income. Although the Act pro-
scribes the type of contract subject to re-
negotiation, as a matter of practice, it Is
often difficult to trace the source of a con-
tractor's income with exactness, especially

1016



FEDERAL REGISTER, Friday, January 26, 1915

when the ultimate Departmental end-use
results from a remote subcontract.

No single method of determining a proper
segregation can be prescribed. Any method
of segregation adapted to produce a reason-
ably accurate result may be used.

Any of your income referable to sales made
in -your name as contractor to the Govern-
ment, or made directly by your principal to
the Government, should be included as in-
come derived from prime contracts (direct
business). Income referable to other sales
under Government subcontracts (indirect
business) is also renegotiable, and should be
included as such. Income referable to all
other types of sales is non-renegotiable, and
should be so stated. State in each case the
rate of commission or other basis on which
income in each of these classes was calcu-
lated. If several rates prevailed, state all of
them, and show the volume of sales affected
by each rate.

Whenever the end-use of the articles with
respect to which the services were rendered
is known or can be determined with reason-
able effort, a specific segregation of Indi-
vidual sales should be made and compensa-
tion referable to such articles as are found
to have a Departmental end-use should be
included under income "Subject to Renego-
tiation."

In many instances, the number of separate
sales or contracts will be so large that it will
be impracticable to consider each one sepa-
rately, and some arbitrary method of segre-
gation of income must be used. Ordinarily
this will also be true where the contractor's
services are rendered in connection with
articles initially sold to wholesalers, jobbers,
or others engaged in both war and com-
mercial business.

In such cases, it may be necessary to
classify sales and contracts by principal,
customer or customer group, end-use classl-
fication of articles as shown on War Produc-
tion Board reports, or some other suitable
classification. Segregation may then be
made, depending on,

(a) The proportionate part of the business
of the principal or principals represented
which is found to have a Departmental end-
use, or

(b) The proportionate part of the cus-
tomer business found to have a Departmental
end-use, or

(c) A percentage developed by spot check
of the end-use of the articles during a given
period.

4. Princlpals represented and products
handled. Under Section III (b), merely in-
dicate the nature of the chief products han-
dled for each principal and the type of serv-
ices rendered (e. g., sales and solicitation,
sales engineering, factoring, expediting, serv-
icing). If any income was derived from a
factoring service, describe the nature of the
service and the rates charged.

5. Condensed racome data for prior years.
Depending upon whether your books for the
respective period were kept on a cash or ac-
crual basis, report either income received or
income accrued during each period. This
data should be in agreement with Federal tax
returns.

6. Salares and other compensation paid.
- The names of officers, salesmen and employees

who, during the latest completed fiscal year
received from the contractor, aggregate pay-
ments in excess of $5,000 should be listed, to-
gether with the positions held, and the
amounts paid each in 1943. 1942, 1941 and
1940. If more than ten (10) persons have
received over $5,000, list the ten (10) who
have received the largest amounts during the
latest completed fiscal year.
7. If information previously filed. If all of

the information called for by this form has
been furnished the Price Adjustment agency

to which the contractor has been a=J-,ucd,
this Standard Form of Contractor's Report
can be completed by reference, stating cp2-
cifically the place and date of filing. When
certified by the appropriate Price Adjustment
agency that it has received such information,
this report will be accepted by the War Con-
tracts Price Adjustment Board as having
complied with mandatory filing under the
first sentence of subsection (c) (5) (A) of
the 1943 Act.

ER 701.6]

§ 1607.702 Letters of preliminary in-
quiry. ERR 702]

§1607.702-1 Letter o1 Preiminary in-
qutry (for use by assignments and sta-
tistics branch)

In reply refer to:
LPI No.....

WhaP COurs=crs Pacc ADSVSTrnST o~ii
Jon;T Prucz Aviur-vsmr- BO=o

Room 3D 573, The Pentagon

Washington 25, D. C.

GrrLraErN: Price Adjustment Boards and
Sections have been cstablished for the con-
duct of statutory proceedinga for the re-
negotiation of contracts and ubcontracts.
Renegotiation with respect to contractora
whose fiscal years ended on or bzfore Juno 10,
1943, is controlled by the Renegotlation Act
of 1942 as amended by the retroactive pro-
visions of the lenegotiation Act of 1913. 2e-
negotiation with respect to fiLcal years enaed
after June 30, 1913, Is controlled by the Re-
negotiation Act of 1043. Coples of both Acts
are enclosed herewith.

-Unless the amount of your bu,iness during
your latest complete fiscal year was les than
the statutory minimum as defined by sub-
section (c) (6) of the Act applicable to your
business for that year, you are required by
law to furnish to the underigned the In-
formation called for by the "Standard Form
of Contractor's Report." On the basLs of
Information thus presented a determination
will be made as to whether or not renegotla-
tion proceedings will be commenced.

To assist you in determining uhether or
not your business exceeded the statutory
minimum as defined in the statutes referred
to, your attention Is invited to the "Instruc-
tions for Preparation of Standard Form of
Contractor's Report which accompany this
communication.

The enclosed "Standard Form of Contrac-
tor's Report" Is requested pursuant to the
statutory power to obtain Information
deemed necessary under the Act. Your fil-
ing of this "Standard Form of Contractor's
Report" in satisfactory form will be deemed
a compliance with the statutory provision re-
quiring the filing by contractors and rub-
contractors of a financial statement under
the first sentence of sub-ection (c) (5) (A)
of the 1943 Act If filed within the time pre-
scribed in such Act.

The "Standard Form of Contractor's Re-
port" is to be filed, in duplicate, within thirty
days of the date of this letter. It Is to bo
sent to the undersigned, Room 3D 673, The
Pentagon, Washington 25, D. C. If your con-
cern reports on a Ilcal year bais for federal
income tax purpoes, the Report prepared
should cover the came period.

A separate letter or statement, In duplicate.
containing any comments which you believe
pertinent with respect to statutory renego-
tiation as It affects you will be appreciated.

Clearance and Assignment Ofcer on behalf
of:

Wln Cozramo P=c Anus'r

Joiz;T PaicE AnirunmD' Bo.nn=

Enclosures:
Standard Form of Contractr's Report (3).?
Instructions for Preparation of Standard

Form of Contractors; Report.
Pamphlet containing Renegotiation Act of

1042 and 1043.

ERR 702.1]

§ 1C07.702-2 Letter of preliminary in-
quiry qor use in assigned cases)

(For usa in cazc already assIgned)

In reply refer to:
LPI-A ITO1....

(Lzr_rssrc.D oz' Ap-eazoL'rATz D=Frsr,ars on
Ssero::)

G~rmsnr: Price Adjustment Zoards and
SE:ctons have boen establIsh:d for tim con-
duct of statutory prccecdins for the renego-
tiation of contracts and subcontracts. R.-
negotiation with respcctto contractors wh-e
fiscal years ended on or before June 30, 1943
is controlled by the Renegotiation Act of
19-12 as amended by the retroactive provisions
of the Renegotiation Act of 1943. Reneo-
tiation with respect to fiscal years ended
after June 30, 1943 13 controlled by the
Renegoatition Act of 1913. Copies of both
Acts are enclosed herewith.

The matter of conducting your statutory
reneg-otiation proceedings has been aci!ned
to this o2ce.

Unless the amount of your busine during
your latest complete fiscal year was less than
the statutory minimum as defined by sub-
rection (c) (6) of the Act applicable to your
business for that year you are required by
law to furnish the information called for
by the "Standard Form of Contractor's Re-
port.' On the basis of the information thus
preanted, a determination will b made
as to whether or not further renegotiation
prcccedinZs rl be necessary.

To a-csst you in determining whether or not
your buzlness exceeded the statutory mini-
mum as defined in the statutes referred to,
your attention Is Invited to the "Instructions
for Preparation of Standard Form of Con-
tractor's Report" which accompany this com-
munication.

The enclo:ed "Standard Form of Contrac-
tor's Report" i- requested pursuant to the
statutory power to obtain information
deemd necesary under the Act. Your fl-
ing of this "Standard Form of Contractors
Report" In satisfactory form will be deemed
a compliance with the statutory provision
requiring the filing by contractors and
subcontractors of a financial statement un-
der the first' sentence of ubsectlon (c) (5)
(A) of the 1943 Act. if filed within the time
preccribcd In such Act.

The "Standard Form of Contractor's Re-
port" is to be fled with the undersigned, in
duplicate, within thirty days of the date of
this lette.t If your concer reports on a
fiscal year b-11, for federal income tax pur-
po:e, the Report prepared should cover the
came period.

If all of the Information called for by this
form h- been furnished the Price Adjust-
ment Agency to which the contractor has
been a-igned. refer to the finl pa rgraph
of inotructlons.

A s:parate letter or statement. in duplicate,
containing any comments rhich you believe
partinent with resp:ct to statutory renego-
tlation as it affects you will be appreciated.

(Appropriate Authorized Signature)

2 Omit "within thirty days of the date of
this letter" if this letter is being sent within
thirty days of the time for fiing pzescribed by
the 1913 Act.
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Enclosures:
Standard Form of Contractor's Report (3).
Instructions for Preparation of

Standard Form of Contractor's Report.
Pamphlet containing Renegotiation Act of

1942 and 1943.

ERR 702.2]

§ 1607.702-3 Alternativeform of letter
of preliminary inquiry.

WAR CONTRAcTs PRICE ADJusTENT BOARD

3D 573-The Pentagon -
Washington 25, D. C.

GENTLxEN. Subsection (c) (5) (A) of the
Renegotiation Act of 1943 requires concerns
which are subject to that Act to file financial
statements in accordance with the regula-
tions prescribed by the War Contracts Price
Adjustment Board. A penalty is prescribed
for non-compliance. Copies of the Act and
pertinent Regulations are enclosed herewith
as well as the required form of Report.

The records of this office do not indicate
that you have filed such a financial state-
ment. Although without authority to waive
or extend the requirements of the Act with
respect to time of filing, we bring this matter
to your attention with the suggestion that, If
your business exceeded the statutory mini-
mum as defined in subsection (c) (6) of the
Act, you should file the required financial
statement with the least possible delay.

Clearance and Assignment Officer on be-
half of

WAR CoNTRAcTs PRICE ADS.UsTzxENT
BOARD.

Enclosures:
Standard Form of Contractor's Report.
Pamphlet entitled "Renegotiation."
Excerpts from Renegotiation Regulations

pertaining to filing of Mandatory Finan-
cial Statements.

ERR 702.3]
§ 1607.702-4 FolZow-up to letter of

preliminary inquiry from assignments
and statistics branch.
In reply refer to:
LPI No.....

VAr CoNaAcrs PRICE ADnusTAIENT BOARD

3D 573-The Pentagon

Washington 25, D. C. _
GENTLEMIEN: We attach a copy of a com-

munication sent to you under date of
- -by which we requested that

you file with this office the "Standard Form
of Contractor's Report" which was enclosed
therewith. We have no record of your hav-
ing filed such a Report nor of the receipt of
a statement from you that the Renegotiation
Act of 1943 is not applicable in yout case.

Your attention Is called to the fact that
by the provisions of subsection (c) (5) (A)
of the Act, the "Standard Form of Contrac-
tor's Report" Is required to be fied by all
concerns subject to that Act. A penalty Is
prescribed for noncompliance.

Although without authority to waive or
extend the requirements of the Act with re-
spect to the time for filing of Reports, we
suggest that, if your business exceeded the
statutory minimum as defined in subsection
(c) (6) of the Act, you should file the Re-
port with the least possible delay.

On the other hand, if your business did.
not exceed the statutory minimum as defined
in subsection (c) (6) of the Act, you are
not required to file the "Standard Form of
Contractor's Report" to which we refer. In
that event, it would-be helpful for the main-
tenance of our records if you would file, in
duplicate, the enclosed form entitled "State-
ment by Contractor, Non-Applicability othe
Renegotiation Act of 1943"

Clearance and Assignment Officer on behalf
of

WAR COT4cS PRICE ADsVSTM3MT BOARD.

Enclosures:
(Budget Bureau No. 49-R182) (LPI Letter).
Standard Form of Contractor's Report.
Pamphlet entitled "Renegotiation."
Excerpts from Renegotiation Regulations

pertaining to filing of Mandatory Finan-
cial Statements.

Statement by Contractor, Non-Applicability
of the Renegotiation Act of 1943.

ERR 702.4]
§ 1607.703 Assignment forms. ERR

703].
§ 1607.703-1 Form No. 101 (sugges-

tion for assignment)
SUGGsSTION FOR AssIormsmsr

(Tocbe submitted In triplicate)

Date

To: Assignments and Statistics Branch,
War Contracts Price Adjustment Board,
Room 3D 573, The Pentagon,
Washington. 25, D. C.

Subject: .................................
Name of Contractor

Street Address City and State
1. The concern named above is suggested

for assignment for renegotiation.
2. It is recommended that-

[3 A letter of preliminary inquiry be sent
by your office prior to assignment.

U Assignment be Issued to--------------
without sending of a letter of prelimi-
nary inquiry.

8. Information regarding the subject con-
cern (if available)
Subsidiary or affiliate of--------------------
Parent of .......
Principal product .....................
Department or Service believed to have pre-

dominant interest In contracts ..........

Extent of known contracts with this Depart-
ment or Service ........................

Fiscal year ends ---------------------------
Remarks:

PRICE AwsUSTxxNA, BOARD (SECrION)

1st Ind.
To: Price Adjustment Board (Section)

0 Assignment of the above contractor is
hereby issued to ----------------------
as number ------------

El Assignment. withheld-reason:
For the Director of the Renegotiation Di-

vision:
Chtef, Assignments and Statistics Branch.

SPRAE-10O
1/15/44 24-6692-35

ERR 703.1]
§ 1607.703-2 Form No. 102 (assign.

ment notice)
SPRAE

1943 AssrGNzriN No=zc

Date
To:
Subjecti

Name of Contractor

Street Address City and State
1. The above contractor is hereby assigned

to your Board or Section for 1943 statutory
renegotiation as No ------------ -43.

ERR 703.2]

§ 1607.703-3 Form No. 103 (suggestion
for reassignment)

To Be Submitted in Quadruplicate
To: Assignments and Stat!stics Branch,

War Contracts Price Adjustment Board,
Room 3D 573, The Pentagon,
Washington, D. C.

Subject:
1. The above contractor has been assigned

to this office for renegotiation of Its 1943 fiscal
year. Reassignment is suggested for the fol-
lowing reason(s)
[ Principal war product ................
O Substantial predominance of Interest in

contracts held by ..................
El

2. The above contractor (has) (has not)
been consulted with respect to proposed re-
assignment and (has) (bah not) Indicated
approval.

3. The file for the fiscal year under review
is available at ...........................

PRICE AesusTWENr BoAR (SrcnoN)

1st Ind.
To: Price Adjustment Board (Section)

E3 The above contractor is hereby reassigned
to ...........-.....................

0l It is deemed Inappropriate to reassign the
above contractor.

For the Director of the Renegotlation Divi-
sion:

Chief, Assignments and gtatistics Branch
24-04061

[RR 703.3]

§ 1607.704 Forms for cancellation of'
assignment. ERR 704]

§ 1607.704-1 Statement by contractor
of non-applicability.

STATm=T BY CozanAsCToa

Non-ApplicabilIty of the Renegotiation Act
of 1943

To the War Contracts Price Adjustment
Board:

We acknowledge receipt of a copy of the
pamphlet entitled "Renegotiation" contain.
ing the text of the Renegotiation Act of 1043
and have noted particularly the provisions
of subsections (a) (5), (c) (8) (A) and (o)
(6) of that Act.

We certify that the aggregate receipts or
accruals of the undersigned and of all per-
sons, firms or corporations under the control
of or controlling or under common control
with the undersigned under contracts vitl
the War Department, Navy Department,
Treasury Department, Maritime Commission,
War Shipping Administration. Defense Plant
Corporation, Defense Supplies Corporation,
Metals Reserve Company and Rubber ReserVO
Company and under subcontracts as defined

1018

2. It was Identified through

EO Suggestion by ......................
El Filing of mandatory financial statement

El
3. Its corporate relations are believcd to bo

o Parent of ----------.-----............
El Subsidiary of ......................
[ Affiliated with .......................

4. A letter of preliminary Inquiry (was)
(was not) sent by this office,

5. Fiscal year ends ----------------------
6. Remarks:

For the War Contracts Price Adjustment
Board:

Chief, Assignments and
Statistics Branch.

SPRAE-102
1/2/44
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in the Act, including those which are ex-
empted under subsection (1) of the Act or
which expressly provide that they are not
subject to renegotiation pursuant to the
authority granted by said subsection (I)
(but not including commissions and other
income within the meaning of subsection
(a) (5) (B) of the Act), did not exceed

$500,000 for the fiscal year ended ............
19._ and we further certify that commis-
sions and other income within the meaning
of subsection (a) (5) (B) of the Renegotia-
tion Act of 1943 received or accrued by the
undersigned and by all persons, firms or cor-
porations under the control of or controlling
or under common control with the un'der-
signed under contracts and subcontracts
above referred to did not exceed $25,000 for
the same fiscal year.

In malng this certification recognition is
given to the fact that in order to qualify for
exemption it is necessary that both of the
above conditions should be met; . e., that
the total of receipts or accruals under con-
tracts with the above-named Departments
or agencies and subcontracts as defined in
the Act (excluding commissions and other
income below mentioned) does not exceed
$500,000 and that the total of commissions
and other income within the meaning of
subsection (a) (5) (B) of the Act does not
exceed $25,000. Accordingly, we do not in-
tend to file a financial statement in con-
formity with the provisions of the first sen-
tence of subsection (c) (5) (A) of the Act.
If we have been assigned for statutory re-
negotiation, we request that such assign-
ment be cancelled.

Very truly yours,

Name of Contractor
By

(Principal officer, partner or proprietor)

Title of officer

Address of Contractor
Dated ------------------ 9___

In preparing this form, there will be printed
on reverse side, subsections (c) (5) (A), (c)
(6) and (a) (5) of the 1943 Act.

ERR 704.1]

§ 1607.704-2 Notice to contractor of
cancellation of asszgnment.
NoTIcE To CoNTRACToa or CANCELLATION or

AssIGNT

Date -------------....
Contractor's Name -----------------------
Address ............................

Dear Sir: Upon review of the Information
submitted by you in connection with re-
negotiation under the Renegotiation Act, as
amended, this office recommended to the War
Contracts Price Adjustment Board that your
assignment to this office for renegotiation be
cancelled for your fiscal year ending ------

This office is advised that such assignment
has been cancelled in accordance with its
recommendation.

While such cancellation does not operate
as a release of liability under the Renegotia-
tion Statute, nevertheless, in the absence of
further developments no further action Is
contemplated.

Very truly yours,
(Name of Renegotiating
Department or Service)

ERR 704.2]

§ 1607.704-3 Request by renegotiating
agency ?or cancellation. See § 1602.206-
2. ERR 704.3]

§ 1607.705 Transmittal forms to and from departments. MR 705]
§ 1607.705-1 Form No. SPRA I-1 (assignment transmittal to departments)

WDPAB Transmittal Report No. SPRA I-i Az!5nment Transmittal

From: Assignments and StatistIcs Branch WDPAB--Statistic & Progre= Section.
To:

(Department or Scrvlce) (Date)
The following 1943 AIgnments are tranm.mtted to you as indicated below:

1943A~sigument

o.
Previous total delivercd by WDPAB

Name

Cumulative total grozs a--ignmentG dcllvcred to date

(Submit In Duplicate)
ERR 705.1]

§ 1607.705-2 Form No. SPRA I-2a5d1 (rcassignment request; cancellation
request)
SPRA I-2a5dl

Reasignment Request or
Cancellation Request

Service Transmitfal Report No.
From:

(Department or Service) (Date)
To: Assignments and Statistics Branch VDPAB--StatltIca & Prc3es- Section.

The following 1943 AJsignments are returncd to you for reasig=nment or cancellation as Indi-
cated below:

(Do not combine TranmIlt cach typo ceparately)
1943

Assignment
No.

Previous total requested

Cumulative total to date

Rev 3/24/44

Name Rcasi=ments
requezted

Cancellations
requested

(Submit in duplicate)

ERR 705.2]
§ 1607.705-3 Form No. SPRA I-2ax5dlx (disapproved reassignments; disapproved

cancellations)
SPRA I-2axSdlx

Disapproved ReasJgnments or
Disapproved Cancellations

VWDPAB Tranomittal Report no.
From: Assignments and Statistics Branch WDPAB--Statistlca & Progrezo Section
To: ------------------ ---- - ------ -----

(Department or Service) (Date)
We are returning the following 1943 a-mainments for which reacmignment or cancellation has

been disapproved as indicated below:
(Do not combine. Transmit each typa ceparately.)
1943 (2a) (5:11)

Assignment Name Dapproved Diapproved
No. reasignments cancellation

Previous total disapproved to Srvice:

Cumulative total to dnte.
(Submit In duplicate.)

Rev 3/24/44

ERR 705.3]
§ 1607.705-4 Form No. SPRA I-2bd2

cellation)
SPRA I-2bd2

Approved Reassignment or
Approved Cancellation

(approved reassignment; approved can-

WDPAB Transmittal Report No.
From: Assignments and Statictie Branch VWPAB-Statlati= & Progress Sction
To: --. ------.-.- ......-------------

1019

(Date)(Department or Sm. co)
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Product
Card No. 6

State

(Do Not Write In This Space)

Principal functions of contractor

Products (in order of importance)

2.

Card No. 7

Company Name

------------------------------------------

Card No. 8

City and State

Assignment No. & Name of All Subsidiaries
Included in Agreement:

SPRAE-8

7-3-44

(Use reverse side for additional subsidiaries)

25-6012-2=
ERR 705.8]

§ 1607.705-9 Instructions-for prepara-
tion of zuentification, tabulation form
(SPRAE-8)
NsTauCTIONS FOP PREPAiING TABULATION FO=LS

SPRAE-8

Items
1. Insert PAB Assignment Number
2 Insert "C" "P" or "0"
3. Leave Blank
4. Insert "A'-or 'T"
5. Show month of fiscal year by nu-

meral (If for period more or less
than a year, show total of months
involved)

6. Show year by last numeral (Note ex-
ception in Item 5. Cases other
than for a year, will show the year
involved (based on last month re-
negotiated) outside and directly
below space on form)

9. (A) Amount Recovered, where ap-
plicable, to be Net Recovery
after adjustment for State
Income Taxes

(B) Amount Recovered, via Unilat-
eral Determination, will be
marked by inserting X to the
right of figures

8-35. Indicate only Net Balance of Facili-
ties and Advances outstanding at
the time of renegotiation

36. Show Certificates of Necessity ohl-
tamed only

37. Show amounts in ue of V Loans and
V-T Loans

89-44. Main Compensation only. (Disal-
lowances actual, to be marked on
right of figures by X (Do not show
amount disallowed) Indicate Dis-
allowances by symbol for alt years.
Show Corporate Compensation
only)

Card 6. Leave Blank
Card 7. Limit or abbreviate company name

to 21 letters (including spaces).
Insert surname of contractor first,
viz., DOE JOHN J. & CO.

Card 8. Limit as m Card 7.
NoTE: Names of subsidiaries limited to 23

letters (including spaces)

A. Omit 000 for all dollar amcunts and ad-
just flgres to nearst thouand

B. Al percentaZe flgures must ko calculated
to 1/10 (one-tenth) of 1o, 1. e., 14.1 13.,
15.0

C. Al deficit figures to be markcd (on rl~ht)
by X

D. At bottom of pae, de:crlba function,
main product, material used

EHR 705.9]
§ 1607.706 Transmittal forms to and

from servmces. (RR 7061
§ 1607.706-1 Form No. SPRA I-i (as-

stgnment transmittal to scrrices) (This

form is st out In § 1637.75-I). ERR.
703.1]

§ 1637.706-2 For= No. SPRA I-2a5d1
(rcas.gnment reque;st canczlltio-&
rcquCst) (This form is set out m

1607.705-2). ERR 706.2]

§ 107.703-3 Foram No. SPRA I-
axZ2dlx (disapproadc reas%gjnzerf.T;

dapprovcd cancellation.,) (This form
Is set out in 9 1637.703-3). EM". 703.3]

§ 1007.706-4 Form No. SPRA I-2b5d2
(appror-d rcassignment; approrvd cn-
cellation) (This form is set out in
§ I07.705-41) [R, 705.4]

§ 1607.706-5 Form No. SPRA I-5abc (completed zettlements; zmvesses; cam-
pleted clearances)

f Completed Settlement or Service Trairmital report No....SPRA I-,Sabc Imparce or
I Completed Cl'eanczi

From: --
(Service) (Date)

To: Assignments and Statktic Branch WIDPAB-Statict-lc & Pro-rczs Secotion
The followin3 Completed Settlement, Impa-ee or Clearances are delivered to you for

necessary action as indicated below:

(Do not combine. Transmit each type of required action csparately)

Eqt
1943 Settlements

Assignment (ga-l) (5a-2)
Number Name1  Revicw Approval
Previous total delivered to WDPAB

ulrcd action by wDPAB
Cicaranczs

(Sb) (Ec-1) (Zc-2)
Impa-=s Revie Approval

Cumulative total to date
(Submit In duplicate)

Rev 3/24/44

ERR 706.5]
§ 1607.706-6 Form No. SPRA I-Sabcx (returned settlements, Impasses or clear-

ances)
Returned Settlement VWDPAB Transmittal Report ZN,.

SPRA I-Sabsx Returned Impasel Returned Clearance
From: Assignments and Statstlc Branch WDPAB-StatItlc3 & Pro c- Satlon
To:------------

(Sarvice) (Date)
The following Settlements, Impasses or Clearnce are returned to you for further action

as indicated by Memorandum attached to each return:
(Do not combine. Transmit each typo of Item vaparately)

Action of WDPAB previouzly requested
1943 Settlements Clearancs

Assignment (ua-1) (Ga-2) (5b) (Sc-i) (5C-2)
Number Name Review Approval Impass, Reviw Approval
Previous total returned by WDPAB

Cumulative total returns to date
(Submit In duplicate)

Rev 3/24/44

[RR 706.6]

%List parent company and Indent under It all subsidiarle and/or amilates includsd in the
agreement whether or not prevlouly aeIncd to your Service by VDPAB. Rcq=uet for
Assignment Form No. 101 sbould be attached for each una=-sincd cubldiary or afilante
contained in the agreement.

Each Settlement for Review-Should be accompanied by SPRAS 138
Each Settlement for Approval-Sbould be accompanied by SPRAS 119
Each Clearance for Review--Should be accompanicd by SPRAS 133
Each Clearance for Approval-Should be accompani cd by SPRAS 119A

1G21
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SUBPART B-FORMS RELATING TO OPERATION

OF RENEGOTIATION

§ 1607.721 Notice of commencement
of renegotiation proceedfing.

(Assignee Department or Service)

Date ---------------

GasEnazN: The War Contracts Price Ad-
Justment Board has determined that rene-
gotiation proceedings under the Renegotia-
tion Act (Title VII of the Revenue Act of
1943) for your fiscal year ended .............
shall be conducted initially by this office.

A conference with you with respect to this
matter Is hereby set for ------------- at
... ---.... If that time is not convenient,
kindly advise us promptly in order that a
continuance may be arranged.

This notice, sent by registered mail, con-
stitutes commencement of the renegotiation
proceedings in conformity'with the provisions
of subsection (c) (1) of the Renegotiation
Act.

Very truly yours,

[RR 721)

§ 1607.722 Contractor's mnformation
and work sheet for renegotiation.
CONTRACTOR'S InFORATION AND WOes SHEET

FOR PEzEGoTIArTION

NOTE: Construction contractors, architects,
engineers, agents and brokers should not use
this form, but should obtain the forms de-
signed for their specific use by writing to:
------------------------------

Name

Address City and State
Information Indicated in Sections A to K,

inclusive, and the Exhibits attached thereto,
Is required for renegotiation under the Re-
negotiation Act, as amended. Any part of
this information" which the contractor has
submitted, either In the "Standard Form of
Contractor's Report" or in connection with
a previous renegotiation, may be omitted,
provided reference is made to the manner,
time and place of its submission. If any
statements or information designated are in-0
applicable in a particular case, the contractor
should so state and give the reason therefor.
If the preparation of the data specified would
impose an unreasonable burden or expense,
the contractor may supply such information
as is available in his regularly prepared
financial and operating reports, provided he
explains the reason for the substitution. In
financial statements all cents may be
omitted. The contractor should so indicate
if he prefers to discuss with the renegotiation
authorities the methods of segregation of
sales and allocation of costs and expenses
(Section E). In such case, the contractor
should submit the Contractor's InformAtion
and Work Sheet for Renegotiation, completed
in all other respects.

At the end of each section are specific in-
structions or comments pertinent thereto.

The contractor should certify that all in-
formation and data (subject to qualifications,
if any, specifically set forth) are true and
correct to the best of his knowledge and
belief.

SECTION A

One copy each of the following for the
year under review:

1. Published annual report.
2. Detailed or long form audit report.
3. Federal income and excess profit tax

returns filed.
4. Latest brochure, catalog or other ma-

terial setting forth the company's business
and products.

5. Form 10-k (or 1-1D) if such is filed
with Securities and Exchange Commission.

,Instructions. If annual reports to stock-
holders or audit reports by independent pub-
lie accountants are not prepared, the con-
tractor should so state and in lieu thereof,
furnish financial statements, consisting of
(a) a balance sheet as of the close of the
year under review and (b) a statement of
income and surplus for such :ear. Those
statements must be in reasonable detail. The
balance sheet-must show, in addition to the
usual analysis of current assets and current
liabilities, the gross plant account and re-
lated allowance for depreciation and amor-
tization and all major reserves stated as sep-
arate amounts. The income statement must
show sales, an analysis of cost of sales, and a
classified-list of expenses and miscellaneous
items. It is essential that a reconciliation
between Income- per books and income for
Federal Tax purposes be provided.

SECTION B

1. A statement showing the names and
addresses of the contractor's parent, sub-
sidiary and affiliated companies and organi-
zations, with a brief description of the char-
acter of their business, the nature.and ex-
tent of their affliation, and an expression of
the contractor's opinion as to whether or
not, during the year under review, they had
business subject to the Renegotiation Act.

2. A list of the companies and organiza-
tions which, in the opinion of the contractor,
should be consolidated for purposes of rene-
gotiation.

3. If the financial statements are submitted
on a consolidated basis, similar financial
statements for each major subsidiary in-
cluded in such consolidation.

Instructidns.. The terms "affiliates" and
"affiliated companies and organizations"
mean all persons under the control of or con-
trolling or under common control with the
contractor. Indicate any changes during the
year under review, in the form or control
of his organization (including reorganiza-
tions, dissolutions, acquisitions and/or dis-
posal of subsidiaries, etc.)

SCCTION 0

1. A statement showing Government as-
sistance received, including:

a. Approximate value of machinery loaned.
b. Approximate value of plants provided.
c. Approximate value of materials received.
d. Loans under Regulation V of Federal

Reserve Board.
e. Approximate advances on contracts.
f. Description and approximate amount of

other financial assistance.
2. A statement showing the type and ap-

proximat6 cost of privately financed facilities
for which Certificates of Necessity have been
issued or for which applications were pending
at the end of the year under review.

3. Character, cost and method of acquisi-
tion of any other major additions to plant
and equipment during the year under review.

Instruction.. Significant changes in any
of the above during the year under review
should be described. Detailed lists need not
be prepared. It will be sufficient to show
only classifications, such as buildings, ma-
chinery, etc. If the annual rate of amortiza-
tion allowed under Certificates of Necessity
varies from the standard annual rate of 20%,
the reasons therefor should be-fully ex-
plained.

SECTION D

Income statement of the contractor for
the year under review, separated as to rene-
gotiable and non-renegotiable business as
defined under the Renegotiation Act, as
amended.

Instructions. The attached Exhibits 1 and
Is are provided for the contractor's use in
this connection. Should he submit in some
other form his income data separated as be-
tween renegotiable and non-renegotiable

business, Exhibits 1 and la should be used as
guides, in order that proper consideration to
the items thoreon will be given,

Sales and cost of sales should be stated net
of discounts and other pertinent aelowancos,
Supporting schedules of Items requiring fur-
ther analysis should be provided.

For an interpretation of items entering into
renegotiable and non-renegotiable business
refer to Standard Form of Contractor'S Re-
port, Instructions 3 to 10, both inclusive,

Specific instructions relative to the prepara-
tion of Exhibits 1 and 1a; are 'iet forth on
page -

SECTION' E

1. Description of the method followed In
segregating renegotiable and non-renegoti-
able sales, as shown in Exhibits 1 and la,

2. Description of the method followed (di-
rect labor hours, cost of goods told, etc.) in
allocating costs, expenses and other Income
and deductions applicable to renegotiable
and non-renegotablo business, as shown in
Exhibits 1 and la.

3. A statement or schedule with respect to
each of the following:

a. the effect of raw material exemptions
and "excess inventory" calculations provided
for In subsection (i) of the Act.

b. the nature ,and approximate dollar
amount of "free issue" materials (those pro-
vided without cost to-the Contractor by the
Government or others).

c. sales to subcontractors, of materials en-
tering into repurchases from them.

d. sales to and purchases from subsidiaries
and affiliates, if not eliminated in a conioli'
dated statement.

e. interdepartmental sales not eliminated.
f. any basic changes during the year under

review In accounting methods, depreciation
rates, and/or methods of inventory valti-
tion.

g. list of contracts and subcontracts (in-
cluding identification number) subject to
specific profit limitations other than cost-
plus-fixed-fee contracts.

h. volume of direct renegotiable sales to
the subsidiaries of Reconstruction Finance
Corporation, and the amount of profits there-
from. If profits on such sales are not segre-
gated on the books, best estimate should bo
given.

Ins tructions. Adequate explanations are
essential.

SECTION '

1. List for the year under review of the
principal products sold or the principal serv-
ices rendered and the approximate amount
of sales, both in quantity and dollars, of each
principal-type of product (or group of prod-
ucts) included in renegotiable business, and
the functions performed with respect to each
of the above (such as manufacturing aezeM-
bling, distributing, etc.).

2. List of the approximate dollar unit
prices of important products and services 1h-
eluded in renegotiable bulsiness, together
with any recent (1943 or later) unit price
reductions; with identification of those re-
sulting from specific prior renegotiation
agreements.

3. List of the principal products prior to
1941.

4. List of the principal commercial prod-
ucts during the year under revlevi,

Instructions. In the case of contractors
making a large number of different products,
only the principal product of each major
type should belisted. The term "quantity"
refers to the customarily used unit of meas-
urement.

.1 -SECTION 0
1. Statement of salaries and all other com-

pensation (including commissions, bonumue,
royalties and other forms of extra compensa-
tion) -paid or accrued to the ten highest
officers and employees, or to those who re-
ceived in excess of 010,000 per annum (which.
ever is the lesser in number) for the year
under review.

1022
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2. A brief description of any bonus, pen-
sion trust, or other employee compensation
plans now in effect or contemplated, with
comment as to how they are applicable to
personnel listed under item 1 preceding.
and Showing the dates that such plans were
adopted.

3. Statement of compensation (fees. com-
missions, etc.) paid or accruzd to other In-
dividuals or organizations, for services ag-
gregating Ul0,00 or more during the year
lnder review.

Instructions. The statements of compen-
sation should show for each individual or
organization: name, title or relationship and
total compensation. If any portion of the
compensation to any of the individuals
listed has been disallowed by the Bureau of
Internal Revenue as a taxable deduction, in
any year, the facts should be stated.

SECTION H

A statement of provisions for reserves
(other than shown on line 18 of Exhibit 1)
for inventory losses, post-war reserves or
other contingencies (of a nature not allowed
as a deduction for Federal income tax pur-
poses) included in costs and expenses, except
as specifically set forth.

Instructions. The statement should con-
tain a list of the purposes of the provisions,
and the amounts not deductible in comput-
ing net income for Federal taxes, but pro-
vided for various contingencies and which are
not specifically set forth on Exhibits 1, la
or related schedules. If the contractor made
no such provisions, he should so state.

SECTION I

A statement relating to contracts termi-
nated or settled during the year under review
and in process of termination or settlement
at its close.

Instructions. It is suggested that reason-
ably full information be furnished with re-
gard to terminated contracts. This infor-
mation should include: (a) an adequate
description of the method of pricing work in
process and finished goods inventories at the
year end, with particular regard to the classes
of overhead expenses included therein and
the consistency of mrethod with that used at
the beginning of the year; (b) the total
number and approximate dollar, amount of
contracts terminated and termination set-
tlements closed during the year under re-
view and terminations in process of settle-
ment at its close, classified as to year in
which terminated, prime and subcontracts.
those with or without claims, and the inter-
ested Department, and Service; (c) a brief
description of the five largest contracts re-
ferred to in (b); (d) the total amount of the
cost of terminated contracts for the year
under review.

SECTION X

A statement relative to each of the fol-
lowing:

1. The latest taxable year examined by the
Bureau of Internal Revenue and any signifi-
cant changes made in taxable income or in-
vested capital as a result of examinations
made by the Bureau since January 1, 1942.

2. Any changes in excess profits tax credit
claimed or to be claimed under Section 721
or 722 of the nternal Revenue Code.

3. List of states to which taxes (including
franchise taxes) measured by income, and
the amounts for the year under review.

4. If royalties in excess of 25,000 were paid
or accrued during the year under review, the
names of significant payees and amounts of
payments. Similarly, if the company re-
ceived royalties in excess of $25,000, the
names of licensees and amounts paid by each.

5. A brief description of technical assist-
ance received (such as use of patents owned
by others; instruction in technical proce-
dures; aid m accounting methods, etc.)

6. Any revaluation of assets or recapitall-
ration during the year under review.

No. 19- 11

7. Stockholders owning over 10S of voting
stock and stockholdings of oicers and lwy
executives.

8. The types of escalator clauses In con-
tracts subject to renegotiation.

9. An estimate of the dollar value of pro-
duction from government furnished facli-
ties.

10. The basis of cetting inter-company
prices where niilliates or subsidlarles are not
consolidated.

11. If a subcontractor, a list of major cu.-
tomers for renegotiable busincs and types
of products or services furnished to them.

12. A list of principal Subcontractors, in-
cluding suppliers of significant raw mate-
rials and subas.emblics, and nature and ap-
proximate dollar value of itcme or cervices
(management, engineering, etc.) purchased
from each, with comments as to handling,
with reference to materials furntcd, Cuper-
vision, inspection and financing.

13. Average number of slifts run: approxi-
mate average number of employe; wage In-
creases; labor relations Insofar as they may
affect costs.

14. Any other matters, with particular ref-
erence to those factors set forth In cection
(a) (4) (A) of the 19.13 Act.

Instructions. Since each of the rubjectr,
listed above requires development in come de-
tail for purposes of renegotlation, in order
that full value can be given to the contrac-
tor's contribution to the conduct of the war.
the contractor should give careful consider-
ation to the preparation of his statements
relative thereto. While such statements
may be amplified at a meeting with reprCesn-
tatives of the War Contracts Price Adjust-
ment Board, It is desirable that they be pre-
sented n writing before such meeting.

rNsraUcroNs on sP=An&ToN or ionXsIr

Exhibit I

Line 1. Enter as renegotiable buslness
(Column A) the total amount of contractor'a
net billings on sales directly or Indirectly to
the War, Navy and Treasury Departments,
Maritine Commission, War Shipping Admin-
istratlon, Defense Plant Corporation, Metals
Reserve Company, Defense Supplies Corpora-
tion and Rubber Rezerve Company. All CalC
whether subject to OPA regulatlons, or ob-
tained on competitive bids, or otherwile,
should be included as renczotiable If they
were under prime (I. e., direct) contracts and
purchase orders with one of the above nnmed
Departments or Agencies, with the exception
of exempted materials and articles. The term
"sales" as noted herein, includes compensa-
tion for services rendered as well as for ma-
terlal provided. Sales under cuboontracts
of any tier, or purchase orders falling within
the definition of "subcontracts" should like-
wise be included in renegotiable busines.
(See Section D)

Lines 2, 4, 5 and 8: In ollocating costa and
expenses between renegotiable and non-rene-
gotiable business, the contractor's coot sys-
tem, If adequate, should be employed. Oth-
erwise. percentages or other formulae may
have to be used. either on Individual prcd-
ucts or groups of products, or by depart-
ments, divisions, etc. Each major Item of
selling and general expense. nhould be allo-
cated in accordance with the moot equitable
method in view of the particular situation.
The types of Itema generally excluded from
costs and expenses in rene3otiatlon are:

a. Provision for reserves for contingencies.
b. Provision for rczerves for post-war ad-

justments.
c. Life Insurance premiums not deductible

under the Internal Revenue Cede,
d. Refundable bond dcposits.
e. Discount or premiums on bonds retired.
f. Profit or los on disposal of capital asets.
g. Provision for future Inventory shrinag.
h. Profit or loss on sale of Investments.
1. Depreciation on appreciation of capital

assets.

j. Acc lernted depreciation, unlez entered
on company's boals and claimed as a deduc-
tion for income tax purposes.
IL Any other expenditures rhich are clearly

unwarranted in connection with war bu--i-
ness.

.As fine3 and penalties are considered to
reprcsent a reduction in salez, they are not
includible in costs.

Lines Sb, Sc, Ilb and 12b. Amounts repre-
renting non-operating expens-= and incoma,
whlch in the 11312t of circumstances are wholly
cr partially applicable to renegotlable busi-
ness, should be entered on lines So and So,
repectively. ITon-operating Item not appli-
cable to renegotiable business should be en-
tered on lines llb and 1l2b. Exampes of
these are profit end loss on dispozal of fixed
asset3, adjustments applicable to prior years,
Interest end dividends received, writ-off of
Intangibles, etc.
Linc lie. Enter on this line only the net

fees applicable to cost-plus-fixed-fee con-
tracts, and in the space for the Analysis of
Coat-Plus-Flixed-Fe Contracts at the botton
of Exhibit 1, the pertinent costs and profit
as Indicated. These contracts are considered
separately for renegotiation purposes. The
contractor hould also provIde any further
data in cbnnection with such contracts thazt
may be considered pertinent. The gross s
or bings under contracta of this nature
sbould not be included in Nat Sales (line 1).

Exhibit 1-a

Cost o! ales (line 22, a to f, inclusire). If
the contractor's cost system does not lend
iLelf readily to the captions provided under
this heading, the contractor may submit in
lieu thereof a cchedule prepared from his
own clazification of accounts. Where unit
costs are compiled, an over-all approximation
(expre=cd either in dollars or per cent) of
the material, labor and overhead elements
will be suflcient. While it is desired that
column- A and B in the schedule of cost of

cales be filled in. it is not required If the
allocation would cause an undue amount of
wore on the part of the contractor, or If costa
of sales are allocated in proportion to the
dollar value of sales, but the reason for theLr
omis-ion chould be stated.
Selling and adrertfa ng ex-p sscs (lirn 24, a

to g, inclu.ire). If the contractor s accounts
contain any signflcant amounts included
under captions not listed, a ceparate schedule
should be submitted. Salaries should In-
clude all form, of companation paid to con-
tractor'es employees. Line 24d applies only to
commislons paid to non-employes, such a-
broIers. manufacturrs" agents, etc.

General and cdministratira expenses (lin
25, a to g, inclusire). Four lines have been
provided for the insertion of any relatively
largo Items. Should the number of lines be
considered insu l ient, a separte schedule
should be submitted, containing the classi-
fication customarlly used by the contractor;

Other applfcable dcductions ac income
(line 2G, a to f, in--usfr). Significant items
should be ns=etd in the spaces provided.
Care hould be taken that the allocation of
each item between renegotiable and non-
reneZotiable business- be properly made, as the
nature of these items may be such that allo-
cation chould be made on a basis different
from that uced for other clases of expenses.

Depreciation (line 28, a to d, incluzire).
The total amount of depreciation expens
(including depletion) should be accumulated
Under this caption, regardless of the accounts
to which it may be chared on the contrac-
tor's beoas.

Other charges (line 29, a, b). The total
amount of amortization may be entered on
line 233. Any amortization in excess of the
ctandard 23- rate should be explained.
(Se Setlon C.)

1023
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'EXHIBIT 2-COMiPAATIMf STATSIOEfT OP INCOrsE-C~ntInUM~

Years ended .......lIn even thousandls of dollars1

13. Net profit before provision for Federal taxes on I
income and extrardinary resrve ...........

14. Provision for Federal taxes on income-ross-- ---------- - --------- -.--.-.--.-----
15. Post war refund of exeess profits tax (credit)....
16. Net profit before extraordinary reserves ---- ...--17. Percent of net worth at start of period ----------.... ---- .... _ 41 ------ 7, _.. _Z .. * ...

18. Provisions for extraordinary re:erves--- -... -

19. Net income perbooks------------------$
MT£RUCE1O"S

1. This schedule is to be prepared for each of the seven 3-r immnditelypror to that un'idr revlss.
2. Insofar as practicable, the amounts appeariag under the various line captions sliould redlct, ltca rlooler tolts-3

shown on Exhibit l, so that true comparisons may be made.
3. If regular annual statements contain the ifrmatlon listed above, such state.mcnt3 may Lo smittcl In iliu of

this form. See Reverse of Form for Supplemental Information Ilequired

SU'PLEISENT INFOaMATION

To be submitted only by contractors who
have not been previously renegotiated

1. If a corporation, state in which incor-
porated and date of incorporation; if a part-
nership or proprietorship, date of inception.

2. A brief history of the business, at least
since 1936.

3. Balance sheets, as at the close of each
of the contractor's fiscal years ended in 1936
to 1942, inclusive, or at the close of each year
for wlnch income data are submitted.

4. Comparative statement of income for
each of the contractor's fiscal years ended
in 1936 to 1942, inclusive, or for such of those
Tears as he was in business. (Exhibit 2)

5. A statement of cost of sales and selling
and administrative expenses for the three
latest prior years, similar in form to items
22 and 24 of Exhibit 1-a. (See Instructions
for Exhibit 1-a.)

6. A statement of salaries and other com-
pensation of officers and employees for the
three latest prior years (similar to that in
Section G-1).
7. Copy of Federal Income and Excess

Profits Tax Return for the contractor's latest
prior year, and a summary of any significant
changes in taxable income since 1936, made
as a result of examinations by the Bureau
of Internal Revenue.

8. Explanation of any differences between
the subsidiaries and affiliates, consolidated
in Exhibit 2. and those which are consoli-
dated in the financial statements for the
current year.

9. A statement relative to each of the
following:
a. basic changes In accounting methods

since 1936;
b. revaluation of assets or recapitalization

sine 1936.

ERR 722]
§ 1607.723 Contractor's requests for

renegotiation on completed contract
basts.

To: -.....-------- .......------------
(Insert name of Price Adjustment Board

or Section.)
1.

(Insert correct legal name of contractor
indicate whether an individual part-
nership, joint venture or corporation.)

,(hereinafter referred to as "the contractor")
represents as follows:

(a) that the contractor has a fiscal year
ended ---------- (hereinafter referred to as
"said fiscal year");

-(b) that all of the contractor's construc-
tion contracts with a Department as that
term is defined in the Renegotiation Act of
1943 and all of the contractor's construction
subcontracts under a contract with such a
Department which have been completed or
terminated within said fiscal year are as
follows:-

Descnption and date Amount

2. Pursuant to subsection (c) (1) of the
Renegotiation Act, the contractor hereby re-
quests that all of the constructJon contracts
and subcontracts deccribLd in paragraph 1
(b) above be renegotiated as a group and that,
the powers of the War Contracts Price Ad-
justment Board be excrclcd with rcpect to
such group.

3. If the foregoing request I- approved. the
contractor hereby agrees to the following
terms and conditions:

(a) The Renegotiation Act, and all regula-
tions and interpretations made thereunder.
other than those dealing with the allowance
of tax credits, will be applied In all respacts
to the construction contracts and subron-
tracts describad in paragraph I (b) above and
in determining profits derived therefrom, as
though the contractor had kept (Its) (his)
books and had filed (Its) (his) Federal In-
come tax returns with respect to such con-
tracts and subcontracts on a completed
contract basis, Including the application of
the e5OO,OOO exemption set forth In subcc:-
tion (c) (6) of the Renegotiation Act and the
application of the e5O0,00 "floor" as inter-
preted in § 1C03.348-3 of the Renegotiation
Regulations.

(b) With respect to any ubzcaquent Il-cal
year, all of the contractor'es construction con-
tracts with a Department as that term is de-
fined in the Renegotiation Act of 1943, and
all construction subcontracts under a con-
tract with such a Department, ny at the
option of the renegotiation agency be rene-
gotiated as a group and the powers of the
War Contracts Price Adjustment Board may
at such option be exercled with re:pect to
such group, and n any such renegotlation.
the principles set forth In subparagraph 3
(a) above will be applied.

4. The undersigned agrees that this re-
quest, after having been delivered to the
renegotiating agency, cannot b withdrawn
without the written conzent of the renego-
tiating agency.

In witness whereof, the undersigned has
executed this request as of the ---- day
of ----------- 194 ...

(Title of officer)
Attest:

(Secretary)
(To be used If executed by a corporation.)

Approved:

(Insert name and official title of pre-
son executing the approval in bc-
half of the government)

Nor: If the contractor is a corporation,
the request will be accompanied by a certified
copy of the resolution of the Board of Di-
rectors authorizing the request and the
agreements therein contained. If a part-
nership or joint venture the rcquest will ho
executed by all mea, bers of the partnership
or joint venture.

IRR 723]

1025

§ 1607.724 Construction contractors,
arcitects, and engneers znformatio.
and worl: sheet for ronegotiation. IM?.
724]

§ 1607.724-1 Instructions for prepara-
tion. of construction contractors, arcor-
tccts, and engineers informatiom, and
worl: sheet for renegotiation.
Co'.srTauio,:r Co.-T_'oaS, Arcrrz'crs, sn

E.-;c.M Ior-, O:" Arm 70= S==
Fon R-co uarO:

Information Indicated in parts I and IX
herein I- required for renegottation under
the Renez-otlatlon Act, as amnnded. Any
part of this information which the con-
tractor , submitted. either n the "Stand-
ard Form of Contractor'a Report (for Con-
struct ion Contractors, Architects, and En-
gincers)" or In connection with a previous
rcneJotiatlon. may be omitted, provided ref-
erence Is made to the manner, time, and
place of Its submiLson. If any statements
or information de3ignated are inappicable
in a partlcular c=2, the contractor should
so state and give the reason therefor. In
financial statements all cents may be emit-
ted. The contractor should so indicate if
he prefers to dLscuss with the renegotiation
authoritir3 the methods of s-gregation of
gross earnlngs and allocation of costs and
cxpenses. In such cas-ez, the contractor
should submit all other Information re-
quezted herein.

The contractor should certify that al in-
formation and data (subject to qualifica-
tions, if any, specifically set forth) are true
and correct to the b=t of his knowledge and
belief.

rArxrIo~ruro; ran Pzm'snTM.er Oz'

The enclcscd exhibits are provided for the
contractor's u:a in ths connection. Should
he submit In some other form his income
data separated as betwcn renegotiable and
nonreneotlable busines3, these exhbilts
should be used as Guides.

Exhibit I
For an interpretation of Items entering

into rencgotlable and nonrenegotiable buzi-
ness, re-psetie, refer to "Standard Farm of
Contractor's Report (for Construction Con-
tractors, Architects, and Engineers)," In-
ctructlon 3. 4., and 6.

Line 1. Grocs earnings. Enter total dollar
volume of all work done under prime con-
tracts, cubcontracto, and pluchase orders and
other earnings. segregated as indicated by
the columnar heading. For lump-sum and
unit-price contracts (coIumn A) show total
contract price. For cost-plus-fixed-fee con-
tracts (column B) show total reimburzaments
and fce earned. On Joint vcnture luma-
rum and unit-price contracts enter con-
tractor's propzrtionate share of the total
contract price (column C). Onjoint-venture
co.t-plus-fIisd-fe contracts enter h pro-
portionate share of the reimbursable cos s
and fces (column C). (Joint ventures are
renegotlated as sparate entities.) Column
D is to be used only by contractors who
report for tax purp= on other than the
completed contract basis. but who prepare
this exhibit I on a completed contract basis.

Line 2. Job costs. Enter In each column
the job co-ts applicable to the corresponding
contract earnInGs entered on line I. Fcr
cost-plu-fixed-fee contracts (column B) in-
clude both relmbursable and direct non-
retmburcable casts. For joint-venture con-
tracts (column C) sho proportionate share
of costs.

Lines 5, , and 9. Gencral ard admfinL.ra-
tire expenses; other incomne; other dcduc-
fons. Allocate to the classIfia=i indi-

cated for each column in accordance with the
most equitable method In view of the par-
ticular situation.
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Line 11. Rental income from oumed equip-
ment (net). Enter on this line in column E
the renegotiable portion of the net amount
(gross less applicable costs and expenses) re-
ceived or accrued from the rental of equip-
ment owned by the contractor in column F
the nonrenegotlable portion of such net
earnings; and in column G the sum of the
amounts entered in columns E and F; re-
spectively. If these amounts are significant,
the contractor should support them by a
separate schedule showing gross earnings
from such rentals, distributed between re-
negotiable and nonrenegotiable business, and
costs and expenses applicable to each classi-
fication, with resultant net earnings as
shown in columns E, F, and G, respectively.

Line 12. Sales and other earnings. Enter
on this line in column E the renegotiable
portion of the net income from sales and
services not included in columns A to D,
inclusive; in column F the nonrenegotiable-
portion of such income; and in column G the
sum of the amounts entered in columns E
and-F, respectively. The contractor should
support these amounts by a separate schedule
showing net sales and/or income fjom serv-
Ices, cost of sales and/or services, expenses
applicable to each classification, and resultant
net profits, as shown in columns E, F, and G,
respectively.

Lines 14, 15, 16, 17 and 18. Amounts on
these lines are to be entered In column G
only.

Supporting schedules. Furnish supporting
schedules as directed on the back of exhibits
I and IA (also IB if applicable).

PART I----GENERAL INFORMATION

A. One copy each of the following:
1. Balance sheets as of the close of the year

under review and each of the three (3) pre-
ceding years, and related analyses of surphis
or net worth.

2. Income statement as regularly prepared,
for the year under review.

3. Federal income and excess profits tax re-
turns filed for the year under review.

4. Detailed or long form audit report, if
available.
B. In/ormation relative to affluiates:
1. A statement showing the names and

addresses of the contractor's parent, sub-
sidiary, and affiliated companies and organi-
zations. with a brief description of the char-
acter of their business, the nature and extent
of their affiliation, and an expression of the
contractor's opinion as to whether or not,
during the year under review, they had busi-
ness subject to the Renegotiation Act, and as
to which should be consolidated for purposes
of renegotiation.

2. If the financial statemen"s are submitted
on a consolidated basis, similar financial
statements for each subsidiary Included in
such consolidation.

3. The basis of setting intercompany prices
(including rentalsf when affiliates or sub-
sidiarles are not consolidated.

4. A statement of sales and rentals to and
purchases and rentals from subsidiaries and
affiliates.

Instructions: The terms "affiliates" and
"affiliated companies. and organizations"
means all persons under the control of or
controlling, or under common control with
the contractor.

C. A statement or schedule, amplified by
adequate explanations, with respect to each
of the following:

1. Type and approximate value of any ma-
terials or other assistance received from the
Government or prime contractors;

2. The effect of raw material exemptions
and "excess inventory" calculations provided
for in subsection (i) of the Act;
3. Sales of materials and rentals of equip-

ment to subcontractors entering into repur-
chases from thea;
4. Interdepartmental sales not eliminated;
5. Any basic changes during the year under

review in accounting methods, depreciation

rates, and/or methods of inventory valua-
tion;

6. Volume of direct renegotiable earnings
from contracts with the subsidiaries of Re-
construction Finance Corporation (Defense
Plant Corporation, Defense Supplies Corpo-
ration, Metals Reserve Co. and Rubber Re-
serve Co.), and the amount of profits there-
from. (If profits on such earnings are not
segregated on the books, best estimate should
be given);

7. A brief description of any bonus, pen-
sion trust, or other employee compensation
plans In effect during the year under review,
with comment as to how they are applfcable
to personnel for which compensation data
are specifically supplied (officers, highly paid
employees, etc.), and showing the dates that
such plans were adopted. State whether
approval has been obtained from the Bureau
of Internal Revenue;

8. The latest taxable year examined by the
Bureau of Internal Revenue and any signifi-
cant changes made in taxable income or in-
vested capital as a result of examinations
made by the Bureau since 1 January 1942;

9. Any changes in excess profits tax credit
claimed or to be claimed under section 721
or 722 of the Internal Revenue Code;

10. If royalties in excess of $25,000 were
-paid or accrued during the year under re-
view, the names of significant payees and
amounts of payments. Similarly, if the con-
tractor received royalties in excess of $245,000,
the names of licensees and amounts received
from each;

11. Any revaluation of assets or recapitali-
zation during the year under review;

12. Stockholders owning over 10 percent of
voting stock and stockholdlngs of offileor
and key executives;

13. Financial interest In any subcontrae-
tor, supplier of material, or any concern from
which construction plant or equipment lies
been acquired or rented during the year
under review;

14. If the reporting entity Is a joint
venture, a certified copy of the joint-venture
agreement;

15. Schedule showing name, address, and
amount paid or accrued to each person, other
than full-time employees, for obtaining or
attempting to obtain contracts with any of
the Departments named in the Act:

16. Any other matters with particular
reference to those factors set forth in section
(a) (4) (A) of the 1043 Act.

Instructions. Since each of the subjects
listed above requires development In come
detail for purposes of renegotiation, in order
that full value can be given to the con-
tractor's contribution to the conduct of the
war, the contractor should give careful con-
sideration to the preparation of his state-
ments relative thereto. While such state-
ments may be amplified at a meeting with
representatives of ,the War Contracts Price
Adjustment Board, it is desirable that they
be presented in writing before such meeting.

ERR 724.1J
§'1607.724-2 Exhibit I. Income state.

ment.
NOTE: Forms printed in the FEDERAL REGISTER are for Information only and do not follow the exact format

prescribed by the issuing Qgency. Budget Bureau No. 0-11200,

Approval expires 12-31-44,EXHIBIT I-SceME STATES5ExT

For the fiscal year ended ......................... 194..
(Segregated as to xenegotiable and nonrenegotiablo busnels as defined under tho llnegotlatlon Act)

Exact name of contractor ------------------------------------------------ Addres ........................
We keep our books on the Cash 0 Accrual E basis; we report our operations for Federal Income Tax Purpoges

on the Completed Contract 0 Percenta~o of Completion C] basis; this Exhibit I Is prepared on the Completed Con-
met 0 Percentage of Completion 0 basis.t

Subject to Renegotiation

Nonrenc-
Lump Sum Cost-PinJ- oint Ven- Uncom- Total Sub- gotiablo otl
and Unit Fixe-Fee tures (pro- pleted Con. jeet to Business
Pre con. Cntracts porttonate tracts at Renegotl-

tracts share) End of Year atlon

(Column (Coltumn (Column (Column (Column (IQOlumn (Coluna
A) B) C) D) E) F) 01)

1. Gross earnings ......- . $ ---------- $ -......... $ ---------- $ .......... $ ......... $ ......... $ ..........
2. Job costs -----------............... ------------ - ------------........... -............ . . . ......... ...........
3. Gross profit .......................................................................
4. Percent gross profit to

Job cost ------------------------ ---------- 7 - % ----------- ----- -7o - % .......... 7c .......... 51 .......... C
5. General and adminis-

trative expenses ............ ............ ............ ............ ..........
6. Operating profit ............ ........ ...... . ............ ............ ....... ............
7. Percent operating profit

to gross earnings ------- ---------- % ---------- % .......... % .......... % .......... 7 .......... ..........
8. Other income ---------.-.----------.-------.----.----.----- .......--- ........--- ........------------ ----------
9. Other deductions:

(a) State taxes
measured by
income ------ ------- -- ------- -- ------- -- ----------- , ------------ -------...........----

(b) Other .......................................................................................
(.Net contract earnings ............. . ............ ............ ............ ............ ............ ............

11. Rental income from
owned equipment
(net) ------------ XXXXX xxxxxX xxxx xxxxxx .................................

12. Income from sales for
war-end and other
eamrnings(net) . . xxxxxx xxxxxx xxxxxx ............ ............ ............

13. Net profit before pro-
visions fo" Federal
taxes on income and
for extraordinary re-
serVes --------------- xxxxxx XXXxxx XXXXXX XXXXXX ............ .....................

14. Provinons for Federal
taxes on income
(gross) --------------- xxxxxx XXXXXX xxxxxx xXXX X Xx XI xxxxxx ...........

15. Postwar refund of excess
profits tax (redt)_. xxxxx xxxxx xxxxxx xxxxxx xxxxxx xxxxxx ............

16. Net profits before ex-
traordinaryieserves., xxxxxx xxxxxx xxxxxx xxxxx XXXxxx XXXXXX ............

17. Prey. for extraordinary
reserves ----------- xxxxxx xxgxxx xxxxxx x.xxxxx xxxlxx xxxxxx ...........

16. Netincome. .....-..... xxxxxx xxxxxx xxxxxx xxxxxx xxxxxx xxxxxx $ ..........
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SUBPART C-FORMI1 RELATING TO TAX
CREDIT

§ 1607.731 Letter from corporation
to Internal Revenue Agent in Charge.
Internal Revenue Agent in Charge,

Dear Sir: The Price Adjustment Board of
the -------.. requests your advice as to the
amount of the credit as defined by Section
3806 of the Internal Revenue Code with re-
spect to a proposed elimination of excessive
profits by ------------------------- in

(taxpayer's name and address)
the amount of $----, included In its income
and excess profits tax returnyfor the taxable
year ended . 194- as filed with the
Collector of Internal Revenue at
[Certified (photostat) copies of the returns
(pages 1 and 2 of Forms 1120 and 1121) as
filed for such taxable year are enclosed for
your assistance in computing the amount of
the credit. If you require copies of sched-
ules or other papers attached to the returns,
they will be furnished promptly upon re-
quest]

Please forward your reply directly to

(name ad address of Board or Section)

with a copy to the undersigned.
Very truly yours,

ERR 731]

§ 1607.732 Letter from individual to
Internal Revenue Agent in Charge relat-
ing to a taxable year not beginning in
1941 (no overpayment of 1943 tax lia-
bility).
Internal Revenue Agent in Chprge,

Dear Sir: The Price Adjustment Board of

the --------------- ----------- requests
-your advice as to the amount of the credit
as defined by Section 3806 of the Internal
Revenue Code with respect to a .proposed
elimination of excessive profits by
---------. ------------ of $ ----------

(taxpayer's name and address)
for the taxable year ended ..-------------
191_. $ -------------- of these excessive
profits were included in income for said tax-
able year in computing the total income and
Victory tax in the taxpayer's return for the
year ended ---------------...... . 194_ as
filed with the Collector of Internal Revenue
at -------------------------. A 'ertified
(photostat) copy of this return is enclosed
for your assistance in computing the amount
of this credit.

Please forward your reply directly to

(name and address of Board or Section)
with a copy to the undersigned.

Very truly yours,

ERR 732]

§ 1607.733 Letter from individual to
Internal Revenue Agent in Charge relat-
ing to a taxable year not beginning in
1941 (overpayment of 1943 tax liability).

Internal Revenue Agent in Charge,

Dear Sir: The Prce 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

'In the case of an individual, with respect
to a taxable year beginning in 1941, this
form should be revised with proper adjust-
ment to give effect to the individual return
rather than the corporate returns.

elimination of excessive profits by ____
in the amount

(taxpayer's name and address)
of $ -------------- for the taxablo
year ended , 19-....
These excessive profits were included In the
taxpayer's income for raid taxable year in
computing his estimated tax for 1913. and
$ ---- thereof were Included
in his income for raid taxable year in com-
puting his total income and Victory tax In
his return for the year ended _
194-- as filed with the Collector of Internal
Revenue at ------------.-.-.---... . .
A certified (photostat) copy of this return is
enclosed for your assistance in computing
the amount of this credit.

Please forward your reply directly to

(name and addres of Board or Sectlon)
with a copy to the undersigned.

Very truly yours,

[RR 733]

SUBPART D-ORiS BELATII G TO AGflEE iZrS
AIM MiTMATERAL DETEM-311TATIOIS

§1607.741 Agreement forms.
ERR 741]

§ 1607.741-1 Standard form of agrec-
ment.

WAn Cozrnmcrs Pnrs Anivvrzsr BOASD
(Department)

R=NEGOTIATION AGr" 1-T

This agreement Is entered into as of the
------ day of ---------- .. , by and be-
tween the United States of America (herein-
after referred to as "the Government") and

(1 a corporation organIzed axd existing un-
der the laws of the state of......-

, 1 co-partners, doing bucincs under the firm
name of --------. Ia role proprietor, doing
business under the name o
having its principal ofilce at..-- ----- )
(hereinafter referred to an "the Contrac-
tar").

1. Profits to be climinatcd. As a reoult of
renegotiation pursuant to the RenegotatlOn
Act, the Government and the Contractor
hereby determine and agree that -.........
Dollars ( ------ ) of the profits derived by
the Contractor from contracts and oubcon-
tracts of the Contractor which are subject
to renegotiation under the RenegotiatlOn
Act (hereinafter referred to as "cld con-
tracts and subcontracts") repre-zent the
amount of profits received or accrued under
said contracts and subcontracts during the
Contractor's fiscal year endeL.....-.--------
194 -. , (hereinafter referred to as "rald fisca
year") which pursuant to the Renegotlaton
Act should be eliminated.

2

2. Warranty. This agrcement has bean
entered into in reliance, among other thing,,
upon the representations of the Contractor,
Including the financial and other data rub-
mitted by the Contractor upon the b-'),L- of
which the statement rot forth in Exhiblt
A" annexed hereto and made a part hereof

was prepared.
The Contractor warrants that the repre-

sentations made by It to the Government in
connection with this rencgotatlon are true

'Delete inapplicable language.
2 If the amount of excesve profits to be

refunded is limited by the provislons of
§ 1603.348-3 of this chapter, the following
sentence wi be added:

"The amount of profits to be eliminated
hereby has been determined by taling into
consideration the application of the LO.c000
or the $25,000 limitation cot forth In sub:cc-
tion (c) (6) of the Renegotiatlon Act an
interpreted by § 1603.348-3 of this chapter.

and correct to the bcst- IzGwILdge, informa-
tlon and be lef of the Contractor and that to
Ita bst l'nowlcdge. information and b-lief,
the Contractor han dLz-oscd all material fasts
rcquircd to mak the Contractor' representa-
tlons complete and not mileading.

3. Ta Credit Under Sectfan 3G3 of the
Internal Ilcrsnue Cacd. The Contractr rep-
rzenL- that the profit, the amount of which'
In agrcd in Article 1 hereof to b2 eliminated,
were included in income in the Contractor's
Fcdoal income and czcess profit tax returns
for cad fiscal y-ar and that the Contractor
hi applied or %l promptly apply for a com-

utation by the Bureau of Internal Revenue.
bascd upon the aes-ments made to the date
of cuch computation, of the amount by which
the taxe of the Contractor for said fl-cal
year payable under Chnpters 1, 2A, 2B, 2D,
and 2= of the Internal Revente Code are da-
creased by reason of the application of Sac-
tion M3 of the Internal Ravanu Coda. The
amount, If any, co computed will be allowed
rs a credit aainst the amount of profits
cgrccd in Article 1 to be eliminated.

4. Terms of pa!neent. The Contractor
agecs to pay to the Government the sum of

Dollars ( -- ). being the
amount determined in Article I hereof to he
elminctd, as follwn:

Payment shall ba made by check to the
order of the Treasurer of the United States
and forwarded s Allunpald
installments hereunder may at the option of
the Government b3 de1"rpd and thsreupon
shall become immediately due and payable, in
the event of a default continuing for twenty
days in the payment of any amount required
to b paid under this axeement. Interest at
the rate provldcd by lau in the District of
Columbia an; the rate which I3 applicable in
the abzence of cxnress contract as- to the 2ate
of interest, shall accrue and ch-l be payable
upon each payment due under thin agreenent
from and after the due date thereof, whether
orl-lnl or accelerated.

5. Additfonal proflts to ba elclnated." If,
as a resJult of the elimination of the amount
of profits determined pursuant to Article 1
hercof, the Contractor rhall either receive a
refund (whether by repayment or credit) or
rhlall re:ognize a reduction in Its liability (by
giving effect thereto on its bo

T
) in rezm-ct;

of any item which wra allowed as an Item of
ct in the determination of such profits,
then promptly thereafter, the Contractor
shall pay to the Government, as additional
profits which should be eliminated a s=
equal to the amount of such refund or reduc-
tion in liablity, by the delivery to
of a check payable to the order of the Trees-
urer of the United Statc5 in csuh amount.

In the elimination of raid additional profits
the Contractor rall be allowed the tax credit,

3In the event that the profts to be ellml-
nated were derived in part from prime con-
tractz with Dedense Plant Corporation, L.ataIl
Riserve Company, Defense Supplies Corpora-
tion or Rubbar Reserve Company and the
total amounts received or accrued under such
prime contracts exceeded $Z50,0, payment
of the ece-s siv profits under such prime con-
tracts to the Reconstruction Finance Car-
poration Price Adjustment Board Is required.
If such situation exLt, Insert here--"to the
extent of *-- lessa the prorata portion of
the tax credit, If any, applicable thereto, and
by chcclh to the order of and forwarded to the
Reconstruction Finance Corporation Price
Adjustment Board, 811 Vermont Avenue,
Waohngton 25, D. C., to the extent of $---.,
les the prorata portion of the tax credit if
any. applicable thereto.' (See §§ 1ie0323
and 105 .502-5 of this chapter.)

'When the amount of excesive profits to
ba refunded Is limited by the provisions of
§ 1C03218-3 of thL chanter and the renego-
tiation agrement contains the paragraph set
forth in the footnote to Article 1, Article 5
hould be omlttcd.
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if any, provided by Section 3806 of the Inter-
nal Revenue Code.

6. Covenant against contingent fees. The
Contractor warrants that it has not employed
any person to Solicit or secure this agreement
upon any agreement for a commission, per-
centage, brokerage, or -contingent fee. Breach
of this warranty shall give the Government,
"the right to annul this agreement.

7. Officials not to benefit. No member of
or delegate to Congress or resident commis-
sioner or any other person in the employ or
service of the United States shall be admitted
to any share or part of'this agreement or to
any benefit that may arise therefrom, but this
provision shall not be construed to extenhi
to this agreement if made with a corporation
for its general benefit.

8. Discharge of liability. This agreement
-shall be final and conclusive according to its
terms, and performance by the Contractor in
accordance herewith shall be in full discharge
of all liability of the Contractor under the
Renegotiation Act for excessive profits re-
ceived or accrued under said contracts and
subcontracts for the fiscal year covered hereby
and, except upon a showing of fraud or mal-
fea-ance or a willful misrepresentation of a
material fact, this agreement shall not for
the purposes of the Renegotiation Act be re-
opened as to the matters agreed upon, and
shall not be modified by any officer, employee,
or agent of the United States, and this agree-
ment and any determination made in accord-
ance herewith shall not be annulled, modi-
fied, set aside, or disregarded in any suit,
action or proceeding.

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 sub-
section (a) (4) (D) of the Renegotiation Act.

10. Execution of agrbement. This agree-
ment has been duly executed by or on behalf
of-the Contractor pursuant to proper author-
ity and by or on behalf of the Government by
the War Contracts Price Adjustment Board
by its duly authorized representative to whom
authority to execute this agreement has been
delegated by the War Contracts Price Ad-
justment Board pursuant to subsection (d)
(4) of the Renegotiation Act.

In witness whereof, the parties hereto have
executed this agreement in------
counterparts as of the day and year above
written.

(Corporate seal if a corporation).

By -------------------------------
(Title of O cer)

Attest:

Secretary

(To be used if executed by a corporation.)
Un1ED STATES or AIERIcA,

By ------------------------
(Title)

Acting on behalf of the War
Contracts Price Adjust-
Inent Board created by the
Renegotiation Act, under
due delegations of author-
ity made pursuant to sub-
section (d) (4) of the Re-
negotiatign Act.

Each exhibit attached hereto is to be ini-
tialed for identification by the persons sign-
ing on behalf of the Contractor.

A duly certified copy of the resolution of
the Board of Directors of the Contractor, if
a corporation, authorizing the execution and
delivery of this agreement is to be attached
hereto.

[RR 741.1J

§ 1607.741-2' Variations in the stand-
ard form.

(1) Forward pricing. When agreement
cannot be.reached upon specific price reduc-
tions, use may be made of the following
clause:

The Contractor -agrees that so long as it
shall have contracts and subcontracts which
are by law subject to renegotiation, it will
from time to time adjust Its prices under
.such contracts and subcontracts to eliminate
the accumulation of profits thereunder -re-
garded by the Contractor as excessive.
'ithin twenty days after the close of that
quarter of the Contractor's current fiscal year

-in which the Contractor has received a fully
executed counterpart of this agreement, the
.Contractor-agrees to file with

..........................................

a report setting forth- the price reductions,
If any, made during all then expired quar-
ters of such current fiscal year applicable
to its contracts and subcontracts subject to
xenegotiation. The C o n t r a c t o r further
agrees to file a similar report within twenty
days following each subsequent quarter of
its current fiscal year setting forth its price

.reductions, if any, made during such quarter.
Each such report may be in such general
terms or in such detail as the Contractor
deems necessary to an intelligent appraisal
thereof, but shall set forth, if feasible, the
unit prices, before and after each such re-
duction, and shall set forth an estimate of
the aggregate reduction effected thereby for
such fiscal year under contracts and subeon-

'tracts subject to renegotiation; and shall in-
clude, if available, a summary profit and loss
statement for the period covered by the re-
port. It is understood and agreed that price
reductions will be taken into consideration
in any renegotiation which may hereafter be
conducted with the Contractor with respect
to its current fiscal year, but that, with re-
spect to periods subsequent to the date of
this agreement, the obligations of the Con-
tractor -under this article will not be deemed
to be satisfied by refunds or retroactive price
reductions.

Failure on the part of the Contractor to
comply fully with this article shall not con-
stitute grounds for reopening this agreement
or for setting aside the discharge provided
for in Article 8 hereof.

(2) Variations %4. Article 2 of the standard
form. When the renegotiation covers a par-
ent and subsidiaries to which are allocated
any amounts of the excessive profits,' unless
all parties sign the agreement the following
clause should be added to Article 2 of the

-standard form of agreement by insertion.after-
the first paragraph of Article 2:

Exhibit B annexed hereto and made a part
hereof contains a complete list, as represented
by the Contractor. of its subsidiaries, all of
which are consolidated with the Contractor
for the purposes hereof, except such, if any,
as may be expressly excluded from such con-
solidation, 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 con-
solidated with the Contractor. The part un-
allocated to subsidiaries is allocated to the
Contractor. Each such subsidiary to which
Is allocated any portion of the profits to be
.eliminated has duly executed said Exhibit B,
thereby agreeing to pay to the Government
such portion of the profits to be eliminated
which has been allocated to it. All repre-
sentations and warranties made herein by the
Contractor shall be applicable to each such
subsidiary and each such subsidiary shall be
bound by all representations and warranties
made with respect to it. Article 8 of this
agreement shall likewise be applicable to each
such subsidiary as though it were named
herein as the Contractor.

Such exhibit may take the following form:

IExhibit B must be duly executed by.each
subsidiary to which any portion of the profits
to be eliminated has been allocated and an
appropriate resolution authorizing such ex-
ecution must be furnished. (See § 1605.502-12
and 1605.502-13 of this chapter.),

flxlirr 1D

List of, Allocation of Profits To Be Eliminated
Among, and Agreement by, Subsidiaries of
Contractor Included In the Rcnegotiation

1., The name, state of Incorporation of fll
subsidiaries, and the dollar amount of profits
to be eliminated, if any, which Is allocable
.to each subsidiary, are as follows:

Allocation of
profits to be

Name and State of eliminated
incorporation (Note 1i

-------------...........

Note 1: If no amount of excessive profits
is allocated to a particular subsidiary, Insert
the word "none" opposite the name of such
subsidiary.

2. Each of the undersigned subsidiaries
hereby approves and adopts the agreement of

-which this Exhibit B is a part and agrees
to pay to the Government the amount of

-profits to be eliminated which Is allocated
to it as hereinabove set forth, and any addi-
tional profits eliminated pursuant to the
,provisions of Article 5 of this agreement re-
sulting from a refund to or the reduction
in a liability of such subsidiary, Provided,
however, That payments by the Contractor
pursuant to such agreement shall be applied
ratably in satisfaction of the liability of the
Contractor and the liability of each of the
undersigned. Upon the failure of the Con-
tractor to make when duo, either as pro-
vided herein or by acceleration, any payment
provided by this agreement each of the
undersigned subsidiaries agrees to pay to the
Government the amount of the profits to be
eliminated agreed to be paid by it, to the ex-
tent not theretofore paid by the Contractor,
together with interest thereon after default
as provided in Article 4 of this agreement.

In witness whereof, the undersigned have"
executed this agreement as of the day and
year of execution of the agreement of whicl
this Exhibit B is a part.

[sEAL] ----------------------- - -----
By ---------------------------

(Title of Officer)
Attest:

Secretary
[sEAL] ---------------- - ------ - --

By -----------------------------
(Title of Officer)

Attest:

Secretary

(3) Variations in Article 3 of the standard
form.

(a) If the contractor has not filed him Fed-
eral Income or income and excess profits

-tax returns, or has filed the return but has not
included in income as reported therein the
profits to be eliminated, the following provi-
sions should be used in lieu of the provisions
of Article a as contained in the standard form
of agreement:

3. Tax Credit Under Section 3800 of the
Internal Revenue Code: The amount of profits
agreed in Article 1 hereof to be eliminated
has not been included in income In the Con-
tractor's Federal income tax return (or in-
come and excess profits tax returns) for said
fiscal Year and, accordingly, no tax credit un-
der Section 3806 of the Internal Rvvenue Code
is allowed against the amount of such profits
to be eliminated. In the event, however,
that Federal income or excess profits taxes
shall be assessed upon the amount of profits
agreed in Article 1 hereof to be eliminated, or
any part thereof, there will be allowed to the
Contractor the credit, if any, to which it is
entitled under Section 3800 of the Internal
Revenue Code with respect to such profits.

(b) In some instances, a contractor will
have included In income as reported In his
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tax returns less than all of the profits to be
elimnated. In such a case %rdcle 3 should
be modified to read as follows: I

3. Tax Credit Under Section 3806 of the
Internal Revenue Code. The Contractor rep-
resents that of the profits agreed In Article I
hereof to be eliminated $ .ere in-
cluded in income In the Contractor's Federal
income tax Tetun (or Income and excess
profits tax returns) for said fiscal year and
that the Contractor has applied or will
promptly apply for a computation by the
Bureau of Internal Revenue, based upon the
assessments made to the date of such com-
putation, of the amount by which the taxes
of the Contractor for said fiscal year payable
under Chapters 1, 2A, 2B,21), and 2E of the
Internal Revenue Code are decreased by rea-
son of the application of Section 8806 of the
Internal Revenue Code. The amount, If any,
so computed will be allowed as credit against
the amount of profits agreed In Article I to
be eliminated. In the event, however, that
Federal Income or excess profits taxes shall
be assessed upon the amount of the profits
agreed Jn Article I hereof to be eliminated
and wbLch were excluded from income In the
Contractor's income tax return (or income
and-excess proft tax returns) for said fiscal
year. there will be~sllowed to the Contractor
the credit, If any, to which it is entitled un-
der Secton 3806 of theluternal Revenue Code
with respect to such profits.

(c) In the ease or a partnership, the tax
credit applicable against the amount of the
profits to be eliminated is the aggregate of
the credits to Vhich each of the partners is
entitled. Accordingly, In such a case Article
3 may be modified to read as follows:

3. Tax Credit Under Section 3806 of the
Internal Revenue Code. Each of the part-
ners comprising the Contractor represents
that his proportionate share of the profits,
the amount of which Is agreed in Article I
hereof to be eliminated, was included In
his income for his taxable year In which sad
fiscal year ended In computing his total tax In
his Federal Income tax return for said taxable
year. Each of such partners has applied or
will promptly apply for a computation by
the Bureau of Internal Revenue, based upon
the assessments made to the date of such
computation, -r the amount by- which his
taxes for such taxable year under Chapter I
of the Internal Revenue Code are deeae
by reason of the application of Section 2808
of the Internal Revenue Code. The aggre-
gate of the amounts, if any, so computed will
be allowed as a credit against the amount
of profits agreed In Article 1 to be eliminated.

(4) Anft-rlfscfmm oatfincd e. Whenever
a renegotiation agreement executed under
the Act expressly purports to modify the
terms of specified existing prime contracts
with any of the Departments with respect to
future deliveries, and the contract or con-
tracts to be modified do not contain an anti-
discrtimtion clause then the agreement
shall Include the 7folloVig provision:

A" ocrsminatio. (a) The Contractor,
In performing the work requlred by this can-
tract, sball not discriminate against any em-
ployee or applicant for employment because
of race, creed, color, or national origin.

(b) The Contractor agrees that the provi-
sion of paragaph fa) above will also be in-
serted In all of Its subcontracts. For the
purpose of this article, a subcontract Is de-
fined as any contract entered into by the
Contractor with any Individual partnership,
association, corporation, estate, or trust, or
other business enterprise or other legal entity,
for a specific part of the work, to be per-
formed in connection with the supplies or
services furnished under this contract; Pro-
vided, iwwever, That a contract for the fur-
nishing of standard or commercial articles
or raw material shall not be considered as a
subcontract.

(5) Varidtfozis in Article 4 of the cland=4
form.

(a) If the profits to be eliminated are to
be paid in installments, and the amount or
the tax credit has not been ertalued, Ar-
tiel 4 may be drafted to read as follor7wa.

4. Terms of payments. The Contractor
agrees to pay to the Gdvernment the amount
agreed in Article I hereof to ta climnatcd,
less the tax credit, If any, applicable thereto
pursuant to Article 3, as followa:

(a) l.es...., les the pro rata portion of
the tax credit applicable thereto, within ten
days after the contrzactor rhll have received
a fully executed counterpart of this agree-
ment or written notice of the amount of the
tax credit, whichever is later; and

(I) $..a., lc the pro rats portion of
the tax credit applicable thereto, on or before

or the due date of the firct
scheduled payment, whichever rhall be later.

Payment shall be made by chccl: to the
order of the Treasurer of the United States
and forwvarded- ....

All unpaid Installments hereunder may at
the option of the Government be dclared
and thereupon shall become, immediately duo
and payable, In the event of a default con-
tinuLng for twenty da-s in the payment of
any amount required to be paid under this
agreement. Interest at the rate provided by
law in the District of Columbia as the rate
which is applicable In tMe abzence of exprcs
contract as to the rate of interest, ohall
accrue and rhll be payable upon each pay-
ment. due under this agrecment from and
after the due date thereof, whether orlSial
or accelerated.

(b) If the amount of the tax credit has
been ascertained before the agremcnt to
drawn, Article 4 may be drafted to read as
follows:

4. Terms of Payment. The Contractor
agrees to pay to the Government the rum of

be ing the difference
between the amount agreed In Article I
hereof 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 Contractor
shall have received a fully executed counter-
part of this agreement, and
... on or before---------, end

_..... on or before
Payment shall be made by check to the order
of the Treasurer of the United States and
forvarded ------------

All unpaid I ents hereunder may nt
the option of the Government be declared
and thereupon shal become, Immediately
due and payable, in the event of a default
continuing for twenty days in the payment
of any amount required to be paid under this
agreement. Interest at the rate provided
by law in the District of Columbia as the
rate which Is applicable In the absence of
express contract as to the rate of interst,
shall accrue and rchell be payable upon each
payment, due under this agreement from =nd
after the due date thereof, whether orilnal
or accelerated.

1
In the event that the proflts to be elim-

lnated were derived In part from prime con-
tracts with Defenre Plant Corporaton, ZIctoa
Reserve Company, Defense Supplies Corpor-
tion or Rubber Reserve Company and the
total amounts received or accrued under such
prime contracts exceeded =OOi, payment of
the excesstve profits under zuch prime con-
tracts to the Reconstruction linance Cor-
poration Price Adjustment Board Is required.
If such situation exIst, auppropriato prevision
should be made ro that the portion of the
profits eliminated allocable to sulch prim
contracts Is paid by cheelc payablo and for-
warded to the Reconstructlon 'lnanco Cor-
poration Price Adjustment Board, 811 Ver-
mont Avenue, "Wahington 25, ). 0.

(a) Crausc to be ."=-' in coiwxctiois rif-
rcngoftion onz a cc", ltcd coufrct bzsss
fn ezrtii cac-.. Whenever ranegotiatfon is
conducted an a completed contract bai- pur-
suant to the requz;t of the contractor in the
fo rm th eeor which is vat fo rth In 1 e 5T.723,
the falloawln clauza wil be Inserted In the
renegotiation agresment:

R.encoZotatIon o Con-tru--tian Contracts
and Subcontracta on C:mpletcd Contract Ba-
r.o. At the requ--t of the contractor and
with the conse.nt ct the renegotiating agecy,
the renczotiation conclud:d by thz agree-
ment was conducted on a competed contrct
basis with rezpcct to the con-truction con-
tracts and aubcontra&ct of the contractor
completed within raid fiscal year. A copy of
cald requmt datcd...
is attached hereto as Ehiblt ..
incorpo ated herein by reference es thaugh
cet forth herein, and the contractor hereby
agrCC to be bound by all of the underta:dnp
and conditions ct forth n ald request.

(7) Clausc relating to raftar of CP?.
Claim. VWhe appropriate, the folloamg
clause may be us:cA.

There have been allowed as costs agaust
renegOttable busine:s In the renegotiation for
raid fizcal year amounts, for whicht claim for
reimburcament under costpl1u-fLx:d-fe3
contracts have ba-en made and disalIowcd by
the Gvernment. As part of rxhIbit A at-
tached hereto, there is ret forth a description
of such claim3 for -reimbursement, stating
the amount of each clam and the amount
thsrof which has beent allowed as a cost
a-AInst rccotiable business for the pur-
pzs:3 of this agreement. The contractor
horby waives and release auh claim for
reimburcement and all right. it may now or
hereafter have for the collection or relm-
burcement of raid disallo d items to the
extent that amounta under such -Tn!- have
bran allowed as costs against renegotiable

In addition, If such clauie is used, the
claims and amunts betn, waived should be
chon as a part of Exhibit A.

MEl 741.2]
§ 1607.741-3 Contents of Exisbt A to

the standard form of agreement. Ex-
hibit A referred to In the Standard FP.-
or Agreement shall contain, as a mini-
inum, the folilown flnancial data and
information:
(a) The amount of net sales under

fixed price contracts in the aggregate
and c reg.ated as between renegotiable
and non-renegotiable business.

(b) The net profit in each such
,amount of fixed price busines before
Federal taxes on income.

() The angregate amount of billings
under cost-plus-fixed-fee contracts sub-
ject to renegotiation (M e., cossts plus
gross fees).

(d) The net fees earned under renega-
tiable cost-Plus-fixed-fee contracts be-
fore Federal taxes on Income.

(e) The rmount of adjustment in the
profits to be eliminated on account of
taxes other than Federal taxes measured
by income.

CW The amount of profits to be em-
1hated shown separately as to fixed price
and cost-plus-fixed-fee busmes. If any
p rt of the profits to be eliminated were
derived from prime contracts with RFC
subsIdiarles, such part of such profits
Ehall be indicated.

The form of the exhibit and the man-
ner In which such financal data and in-
formation shall be shown shall be within
the discretion of the Dapartment winch
hus conducted the renezotiation. In the
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discretion of such Department, any ad-
ditional financial data or information
may be included in Exhibit A. (See par-
agraph (1) set forth in § 1607.741-2.)
ERR 741.3]

§ 1607.741-4 Contents of Exhibit B to
the standard form of agreement. See
paragranh (2) set forth in § 1607.741-2.
ERR 741.4)

§ 1607.741-5 Contents of Exhibit C to
the standard form of agreement. See

§ 1605.105. ERR 741.51

§ 1607.742 Clearance notice.

F o rm . . . . . .
%VWt. CoNTRAcTs ParcE ADnuST'rNT BoAnD

(Department)

CLEAEANCE

To:
As a rccult of renegotiation pursuant to the

Renegotiation Act, between the United States
of America (hereinafter referred to as "the
Government") and -----------------------

(If not a

j;-----------------------------corporation, insert proper description)

corporation having its principal office at
----------------- in the City of

------------- , State of -------------

(hereinafter referred to-as "the Contractcr"),
It has been determined-that no excessive
profits have been received by or accrued to
the Contractor during the Contractor's fiscal
year ended ...... . ...........--. (here-
inafter referred to as "said fiscal year"), from
contracts and subcontracts of the Contractor
vjh'ch are subject to renegotiation pursuant
to the Renegotiation Act and which were in-
cluded as renegotiable business in the finan-
cial and other data upon which this determi-
nation is based (hereinafter referred to as
"said contracts and subcontracts").

The determination and discharge herein
are based upon data submitted by the Con-
tractor including a statement of income and
other financial data for said fiscal year.

This instrument shall constitute a final de-
termination that no excessive profits have
bee.n received by or accrued to the Contractor
during said fiscal year from said contracts
and subcontracts and shall finally discharge
the Contractor of any liability under the Re-
negotiation Act for excessive profits derived.
during raid fiscal year from said contracts
and subcontracts, subject, however, to the
right of the Government, or its duly author-
ized representat Ive, to reopen this renegotia-
tion and modify or annul the determination
and discharge herein upon a showing of fraud
or malfeasance or a willful misrepresentation
of a material fact, including a willful omis-
sion by the Contractor to state a material fact
required to make any representation of the
Contractor not misleading.

The determination and discharge shall not
be effective with respect to any amounts
heretofore or hereafter received by the Con-
tractor under any of the contracts or sub-
contracts of, the Contractor wnich are sub-
ject to renegotiation unless such amounts
were reflected in income for sald fiscal year
In the financial data submitted by the Con-
tractor and upon which the determination
and discharge herein are based.

This determination and discharge are made
upon the conditions that (a) no member of
or delegate to Congress or resident com-
missioner, or any other person in the em-
ploy or service of the United States, shall
be admitted to any share or part of this
instrument or to afy benefit that may arise
therefrom, but this provision shall not be
construed to extend to this instrument If
• made with a corporation for its general
benefit, and (b) the Contractor has not em-
ployed any person to solicit or secure this
instrument upon any agreement for a corn-

mission, percentage, brokerage or contingent
fee; and (C) the Contractor will notify the
War Contracts Price Adjustment Board
promptly of the receipt of any amounts paid
to the Contractdr under any of the con-
tracts or subcontracts referred to above,
which amounts are applicable to said fiscal
year and which were not reflected in income
for said fiscal year in the financial data
submitted by the Contractor. Breach of any
of the foregoing conditions will give the
Government the right to annul this deter-
mination.

(1)
UurrED STATks or AM EIcA,

By ---------------------------
(Title)

Acting on behalf of the War Contracts
Price Adjustment Board created by the
Bl-,negotiation Act, under due delega-
tions of authority made pursuant to
subsection (d) -(4) of the Renegotia-
tioe Act.

I If subsidiaries of the contractor with like

fizcal years are to be included in the clear.
ance notice, add the following sentence:

"This instrument also applies to the ......
(insert number)

subsidiaries of Contractor listed on the re-
verse hereof, as if each were named as Con-
tractor in a separate instrument of like
tenor."

Then list the names of the subsidiaries on
the reverse sde of the clearance notice. If
space permits, it is preferable to list them
in the inserted paragraph on the face and
vary the insertion appropriately. Should cor-
porations with like fiscal years which are
affiliated with the Contractor be Included In
the clearance notice, the suggested inser-
tion should be varied accordingly.

ERR 7421

§ 1607.76 Unilateral determination;
delegated authority. ERR 7461

§ 1607.746-1 Order under delegated
authority determinng excessive profits.

ORDER UNDER DELEGATED AUTHOarTY DETER-
MINING ExCESSIVE PROFITS

Pursuant to authority duly delegated by
the War Contracts Price Adjustment Board,
a renegotiation proceeding was duly com-
menced with -------- (hereinafter called
the "Contractor") with respect to the aggre-
gate of the {amcunts received or-accrued by
the Contractor under contracts with the.De-
partments and subcontracts as defined In
the Renegotiation Act (such contracts and
subcontracts being hereinafter collectively
referred to as "said contracts with the De-
partments and subcontracts") for the Con-
tractor's fiscal year ended ---- (hereinafter
called "said fiscal year").

In connection with such renegotiation pro-
ceeding, a conference 'was held with the Con-
tractoK at or in connection with which there
were submitted by the Contractor and ob-
tained from governmental or other reliable
sources, certain financial, operating and other
data relating to the Contractor's business
and the Contractor's profits derived from
said contracts with the Departments and
subcontracts during said fiscal year. At and
in connection with such conference the Con-
tractor has been afforded full opportunity
to submit such additional information and
to present such contentions as the Contrac-
tor deemed material to a determination of
excessive profits within the meaning of the
Renegotiation Act.

In determining the excessive profits here-
inafter determined, due consideration has
been given to all such financial, operating
'and other data and information so furnished
or obtained, to each of the contentions so
presented, and to all of the factors referred
to in subsection (a) (4) (A) of thQ Renego-
tiation Act.

As a result of such renegotiation it is
hereby determined that -------- Dollars

(_ .... ) represents the portion of the Con-
tractor's profits derived from said contracts
with the Departments and subcontracts for
said fiscal year, which is excessivo within
the meaning of the Renegotiation Act. After
proper adjustment on acount of taxes, othcr
than Federal taxes, measured by income
which are attributable to that portion of
the Contractor's profits derived from said
contracts with the Departments and sub-
contracts for said fiscal year which Is not
excessive, it is hereby determined that the
amount of excessive profits of the Contrac-
tor for said fiscal year which should be elimi-
nated is ---------- Dollars ($- ..... ).

This order will be deemed the determina-
tion of the War Contracts Price Adjustment
Board upon the conditions prescribed in sub-
section (d) (5) of the Renegotiation Act, If,
and as soon as, this order shall be deemed the
determination of the War Contracts Price
Adjustment Board, pursuant to subsection
(d) (5) of the Renegotiation Act, then ------

-------------------------- -(or such
(Secretazy of a Deparlment)

cificial or officials In such Department to
whom the power, function and duty of eXer-
cising such authority and carrying out such
direction may be or have been delegated or
successively redelegated) is hereby author-
ized and directed to take such action (in-
eluding the authorization and direction of
any other Secretary or Secretaries to tale
such action) as It provided by the Ronego-
tiation Act and as he deems appropriate to
eliminate such excessive profits to be elim-
inated.

In connection with the payment or di-
charge by any means of such eo:cessivo profits
to be eliminated, the Renegotiation Act pro-
vides that the Contractor shall be allowed the
applicable credit, if any, for Federal income
and excess profits taxes as provided in Sec-
tion 3806 of the Internal Revenue Code.

Dated -------------------

Issued and Entered on ----------- 104-..

Title

Acting on behalf of the War ContrcCts
Price Adjustment Board created by the
Renegotiation Act, under due delega-
tions of authority made pursuant to
subsection (d) (4) of the Renegotia-
tion Act.

ERR 746.1T

§ 1607.746-2 Notice of order under
delegated authority determining exces-
sive profits.

NOTICE OF ORDER UNDER DELEOATED AuTuOtlUTY
DETERMININO ExcESSIVE Paorrs

---------------- 194....

G xr uEH: You are hereby notified by
registered mail that pursuant to ronegotia-
tion under the Renegotiatlqn Act, and In ac-
cordance with authority delegated by the
War Contracts Price Adjustment Board,

---------------- acting in Its behalf, issued
and entered an order on ------------ 104..,
determining that of your profits derived from
contracts with the Departments and subcon-
tracts for your fiscal year ended ............

---..---------- Dollars ($- ---- ) represents
excessive profits which should be eliminated,
A copy of such order is enclosed herewith,

As provided in the Renegotiation Act such
order may, in the discretion of the War Con-
tracts Price Adjustment Board, be reviewed
by such Board upon your request or upon
its own motion, but unless such review shall
have been initiated within the time pre-

scribed by the Renegotiation Act, such order
shall be deemed the determination of the

'War Contracts Price Adjustment Board,

Yours very truly,

Title

1032
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Acting on beha f of the War Contracts
Pnce Ad;ustmznt Board created by the
Renegotiation Act, under due delega-
tlons of authority inade purZaant to
subsection (d) (4) o the Renegotia-
tion Act.

ERR '162]
§ 1607.746-3 Notice of order hamng

become the determznation of the War
Contracts Pnce Adjustment Board.
'IMOTiC 0' OlZl HAVsO 7BEcotm TH DETEn-

N AION oP E WAR CONlYSATS PsiMC:
ADjvsTzrsNT Boleo

GEN.TLmm: You are hereby notified that
no review having 'been initiated by the War
Contracts Price Adjustment Board, either
on your request or on its own motion, of the
order dated, Issued and entered on-.........
194_.... pursuant to renegotiation under the
Renegotiation Act, by- - -.........
acting on behalf of the War Contracts Price
Adjustment Board In accordance with au-
thority delegated by it, determining that of
your profits derived from contracts with the
Departments and subcontracts for your fiscal
y e a r e n d e d - - - - - - - --.. . . . . .- - - - . . . .
Dollars ($- ----- ) represents excessive profits
which should be eliminated, such order Is
,deemed the determination of the War Con-
tracts Price Adjustment Board.

A copy of such order is enclosed herewith.
This notice Is being mailed to you by regis-

tered mail on......------------
Demand Is hereby made for the payment of

the amount of such excessive profits to be
eliminated less the tax credit, If any, re-
ferred to in such order. Any check shoild
be drvan to the order of the Treasurer of
the United States and delivered to.......

Interest will accrue at the rate of 6% per
annum from and after ---------..........

- -h (here insert date
approximately fifteen days from the date such
order Is deemed the determination of the
War Contracts Price Adjustment Board) on
any amount -due under such order and
'unpaid.

Yours very truly,

WAR CoNrTAcr Pz AnurT-
ZMNne BoAaD,

by ............................

Title
Acting on behalf of the

JSecretary -of a Department)

ERR 746.3]

§ 1607.747 Action 'by the War Con-
tracts Prce Adjust7nent Board after re-
mew. IRR 747]

%in the event that the profits to be elim-
inated were derived in part from prime con-
tracts with Defense Plant Corporation, letals
Reserve Company, Defense Supplies Corpora-
tion or Rubber Reserve Company and the
total amounts received or accrued under such
prime contracts exceeded 450,00. appropriate

,provision should be made so that the portion
of the prefits eliminated allocable to such
prune contracts is paid by check payable and
delivered to the Reconstruction Finance Cor-
poratlon Price Adjustment Board, 811 Ver-
mont Avenue, Washington 25. D. C. (See
§§ 1603.323 and 1605.502-5 of this Chapter.)

-Insert address 'Within Department to
which -the Contractor is assigned for zenego-
tiation.

5 Countersignature on behalf of the Secre-
tary of a Department to which the Contractor
is assigned for renegotiation.

§ 1607.747-1 Order.
Om n T= M Wsn Co','Cra Pis= Anrs-

sen.T BoMun Ar= Ra-v=;

Upon review of an order Issued and en-
tered -1-.., by .......

-acting on behnl of the War
Contracts Price Adjustment Board in accord-
ance with authority deleZated by, It, dcter-
mining ...................... Dollaa
(......) es the amount of excecive profits
which should be eliminated. derived by

(hereinafter coiled the
"Contractor") from contracts 71th the De-
partment and subcontracts as defined In the
Renegotiation Act, for the Contractor's fical
year ended -------------- , and oftcr
taklng into conlderatlon al of the factors
referred to in sub:ection (a) (d) (A) of the
Renegotiation Act, the War Contract, Price
Adjustment Board has determined that

Dollars (0....) rcp-
resents the portion of the Contractor's
profits derived from said contracts with the
Departments and Eubcontracts for the Con-
tractor's fiscal year ended
which Is exce-sive within the meaning of the
Renegotiation Act. After proper adjustmcnt
on account of taxes, other than Federal taxes,
measured by Income, which are attributable
to that portion of the praflts of the Con-
tractor derived from rald contracts with the
Departments and subcontracts for rad f1scal
year which Is not exce.sAve, the War Con-
tracts Price Adjustment Board hereby de-
termines that the amount of excessive profits
of the Contractor for raid flical year which
should ta eliminated Is
Dollars (0----).

This order constitutes a determination by
the War Contracts Price Adjustment Board
upon review as provided by xubscction (d)
(5) of the Rmeotiation Act. The ___

-.. -.. ........ (or such out-
Secreto-y of a Deportment

cal or offlclals In such Dpartment to whom
the power, functlon ani duty of exercising
such authority and carrying out such direc-
tion may be or have bcen deleZated or suc-
cesively redelegated) Is hereby authori/ed
and directed to take tuch action (Including
the authorization and direction of any other
Secretary or Secretaries to tals such action)
as is provided by the Renegotiation Act and
as he deems appropriate to eliminate such
excessive profits to be eliminated.

In connection with the payment or dLs-
charge by any means of such excessve profits
to be eliminated, the Renegotiation Act pro-
vides that the Contractor shall be allow, cd the
u pllcablo credit, If any. for Federal ncome
end excezs profits taxes as provided In Sec-
tion MG'6 of the Internal Revenue Cede.

-Dated, -.
Issued and entered on - - -,

Wan Co=-,Acn Pmc Annwsr-
smZr BoMMa,

B. y

ERR 747.1]
§ 1607.747-2 Notice.

I-Ton'cz op Drrrern=roer By Omen1 Lrrsm
By WAn Coenbs Paicr Anu -. r. Bomin
UPONs REViuw

Gentlemen: 'You are hereby notified that
upon review of an order dated, I-ucd and
entered on . 1.--., by

-------------- acting on be-
'half of the War Contracts Price Adjustment
Baard in accordance withauthority del cgted
by It, pursuant to rencgotUalon under the Re-
negotiation Act, the War Contract-, Prico Ad-
justment Board bas I-ucd and entered Its
order determining that of your profits de-
rived from contracts with the Dpartments
and subcontracts for your fiscal year ended

-------, ----- Do"= (0--)

rcpres=nts excessIve profita which should be
eliminated.

A copy of such order 13 enclozd her=wth.
Thsa notice Ia being maicd to you by re-

-

tered mall on
remand is henfey mcde for the payment

of the amount of su:h ezcessive profits to be
eliminated less the tax crcdlt;if any, referrad
to in -uch oder. Any check should be
drawn to the order of the Tresrr of the
United State-, and delverd to z

Interest will accrue2 at tha-rate of 617 per
annum from and after
(here I n-rt date ep:roxlmatey fifteen days
from the date of uch order) on any m=t
due under such order and unpAd.

Yours very truly,

V7,!- Cosem=cr P=e Anrusmnuerz

Title

Acting on behalf of the

(Szecretary of a partment)

ERR 747.2]
§ 1607.748 Withhollding orders. UM

748]
§ 1607.748-1 Direction to a contrac-

tor to tcthhold.

Gentlcen: Pursuant to renegotiation un-
der the Reneaotiation Act, the War Contracts
Price Adjustment Board has determIned that
. of the profits derived by

from contracts with
the D:prtmma and subeontracts for the
fiscel ycar ended ae exces-
cive profits which should to elimin ated.

In accardance zith the Ren3eotiation Act,
the War Contracts ErIce Adjutnent B3zd
has authorized and directed the undersigned
to eliminate Luch ece-ssive profits. Accord-
ingly, you are hereby direc-ed to withhold
for the account of the Unitd States. puir-
suant to subsection (c) (2) of the Renego-
tiation Act, any and oil examnts not In ex-
ces of 0.... otherwIse due or which shell
became due from you to !d -

This direction abll be effective immedl-
ately ani ahal continue in e9eat until fur-
ther notice from the undersignd.

You are directed further to report In writ-
Ing to the undersigncd within fifteen days
from the date hereof the amount, If any,
withheld by you for the account of the
United States puzruant hzeto.

Yours vcry truly,

Title
Acting onehalf of the

(Secretary of a Department)

[ER 748.1]

'In the event that the profits to be ellm-
inatcd were drdivcd in prt from prime
contracts with Defense Plant Cor~pation.
Mfetala Reserve Czmpany, fl-f c"-" Supplies
Corpt tin ar ubb-r Esere Company and
the total amounts rcceIv.d or accrued 'tdmrr
cuch prLme contracts excceded C.9.00, ap-
proprIato pravLon chould b made co that
the portion of the proilts eliminated allca-
ble to such prima contrct3 Is paid by check
payable and delivered to the Reconstruction
Plnance Corporation Pece Adjustment erd,
811 Vermont Avenue, Weatington 25, D. C.
(Bee J§ 213.23 and 105-02-5 of this chap-
ter.)

I Xnsert eddrcs within Dpartm et to
which the Contractor 1 s.z- I. far rene-
gotlation.

3 CounterAgatura on behal of the -e-
tary of a Departnnt to which the Contractor
is a-sJGnd for rencgotlation.
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§ 1607.748-2 Direction to a contractor
to pay over amounts withheld.

--------------- 194----

GENTLEMEN: Pursuant to direction issued
under subsection (c) (2) of the Renegotia-
tion Act you have, as you have reported. to
the undersigned, withheld for the account
of the United States from amounts otherwise
due to ----------------------------------
the sum $ .----

You are hereby authorized and directed
to pay over said sum to the United States
by delivery to the undersigned of a check
in said amount, payable to the order of the
Treasurer of the United States.

As provided in said subsection (c) (2) of
the Renegotiation Act you are indemnified
by the United States against all claims by said
----------------------------------- on ac-
count of, such amount withheld.

Yours very truly, -

------------------------------
Title

Acting on behalf of the

[RR 748.2]
SUBPART E-FORMS OF REPORTS

§ 1607.751 Progress and operations re-
Vorts. (Note: Of the forms referred to
In thib section, only SPRA I (see
§ 1607.751-3 and-§ 1607.751-4) is prepared
by Services of the War Department.)
1Rn 7513

§ 1637.751-1 Form No, SpRA-O
(Week.'y Progress Report. of. Depart-
ments)
SPRA-O'

DEPARTMENTAL BOARD WEEKLY PROGRESS
REPORT

(Fiscal Year 1943 Assignments)

From: ------------- Close of Friday ......
(Department) "

To: Assignments & Statistics .Branch
WDPAB-Statistics & Progres Section

*-NoT: -Before transmitting Weekly Prog-
ress Report indicate in appropriate box the
number of the last Transmittal Report to or
from WDPAB-for reconcilement purposes.

(*)
0l 1. Gross Assignments re-

ceived to date ------------....... ,.
0 2a. Leas- -Reasignments re-

quested, pending at
WDPAB

[ 2b. L e a s Reassignments
approved, confirmed
by VDPB ----------------

3. Net-Assignments
charged to this De-
partment

'In the event that the profits to be elimi-
nated were derived in part from prime con-
tracts with Defense Plant Corporation, Met-
als Reserve Company, Defense Supplies Cor-
poration of Rubber Reserve Company and
the total amounts received or accrued
under such prime contracts exceeded $50,-
000, appropriate provision should be made
so that the portion of the profits eliminated
allocable to such prime contracts is paid
by check payable and delivered to the Re-
construction Finance Corporation Price Ad-
justment Board, 811 Vermont Avenue,
Washington 25, D. C. (See §§,1603.323 and
1605.502-5 of this chapter.)

4. Report of progress on net
assignments in proc-
ess:

a. Renegotiation not
initiated.............

b. Statutory rene-
gotiation begun.......

c. Bona fide oral
agreements
reached--------------

d. Signed agree-
ments in process .......

e. Sub-total (4a
through Ad) ----

Number
of Tabu-

lation
Forms

5. Report on completed SPRAE-8
assignments: Attached

EO 5a. Completed Settlements............
o 5b. Impasse Cases - Uni-

l a t e ral Determina-
tions (Final)-------------------

EO Sc. Completed Clearances -------------
Cance ltfons

5I Sd-1. Requested -Pending
at WDPAB ...............

[ 5d-2. Approved-Confirmed
byW DPAB ....................

Se. Sub-total (5a through
5d-2).............

6. Grand total (4e plus Se
should agree with line
3)----------------

Rev. 26 May 1944

[RR .751.1]

*1607.751-2 -Instructions for prepa-
ration of Departmental Board Weekly
Progress Report (Form SPRA-O)

INSTRUCTONS FOR Tm PREpARTioN or DEPART-
-ZIrrsr. 3o3ARD WEEKLY PROGRESS REPORT
(SPRA-O)

(Fiscal year 1943 assignments)

The Weekly Progress Report SPRA-O to be
-submitted by the-

1. Navy Department-Price Adjustment
Board

2. Navy Department-Procurement Legal
Division

3. Maritime Commission
4. Reconstruction Finance Corporation
5. Treasury Department
5. War Shipping Administration

to the Assignments and Statistics Branch
of the War Department Price Adjustment
Board for the information of the War Con-
tracts Price Adjustment Board and the Joint
Price Adjustment Board is designed to show
(a) the progress of renegotiation (items 4a to
4d) and (b) the degree of accomplishmenton
assignments cOmpleted" (items -5 to 5d-2)
and"(c)" as a reconciliation on net Assign-
ments for.which the Department is responsi-
ble as well as the end result on Completed
Settlements and Clearances and Impasse
Cases which have finally resulted in unilateral
determinations.

Items Reported: (In order of lines on Form
SPRA-O).

Line 1. Total gross assignments received
to date:

(It will be noted this figure is never ad-
justed downward.)

Information Source: Cumulative total
on last Assignment Trans. Report
SPRA I-1 received by you from
WDPAB.

Line 2a. Less reassignments requested-
Pending at WDPAB:

Information Source:
Plus-Cumulative Total on last Re-

assignment Request Trans. Report
SPRA I-2aSdl.

Minus-Cumulative Total on last Dis-
approved Reassignment Trans. Re-
port SPRA I-2axSdlx,

Minus-Cumulativ Total on last Ap-
proved Reassignment Trans. Report
SPRA I-2b~d2.

Net-ReassIgnments requested-pend-
ing. Total to be reborted on line 2a.

Line-,2b. Less reassignments approved-
Confirmed by VIDPAB:

Information Source: Cumulative total
on last Approved Reassignment Trans,
Report SPRA 1-2bSd2 delivered to you
by WDPAB.

Line 3. Net assignments charged to this
Department:

Information Source: Line 1 Minus lines
2a and 2b.

Line 4. Report o1 progress on net assign.
ments in process.

Line 4s. Renegotiation not initiated:
Information Source: Report to you from

your Field Offices covering 1043 assign-
ments on which renegotiation has not
begun.

Line 4b. Statutory renegotiation begun:
Information Source: Report to you from

your Field Offices covering 1043 as-
signments on which ronegotlation has
begun but on which a bona fido 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 1043
assignments on which a bona Ild oral
agreement has been reached with con-
tractor.

,Line 4d. Signed Agreements in Process.
Information Source: Report to you from

your Field Offnces plus completed cases
under review In Office of Chief prior to
delivery to WDPAB of Tabulation Re-
port SPRAE-8 attached to Complotcq
Settlement Transmittal Report SPRA
1-Sa.

Line 4e. Subtotal of lines 4a through 4d.
Line 5. Report on completed assignments,
Line 5a. Compitted settlements:

Information Source: Cumulative total on
your last.nulbered Completed Settle.
ment Transmittal Report SPlA 1-Sa
already delivered to WDPAB withLTab.
Ilation Form SPRA,-8 for each Settle.
ment attAched.

Line 5b. Impalse cases-unilateral deter.
minations:

Information Source: Cumulative total on
your last numbered Impasse Unilateral
Determination Transmittal Report
SPRA I-5b already delivered to
'WDPAB with Tabulation F o r m
SPRAEl-8 for each, Unilateral Deter-
mination attached.

Line Bc. Completed clearances:
-Information Source: Cumulative total

on your last numbered Completed
Clearance Transmittal Report SPnA
I-So already dellverdd to 'WI)PAn with
Tabulation Form SPRAF,-8 for each
Completed Clearance attached,

Line 5d-1. Cancellations requestcd-pend.
ing at- WDPAB

Information Source: Plus-Cumulative
total on last cancellation request
trans. Report SPRA r-2aSdl.

Minus-Cumulativo total on last disap.
proved cancellation trans, Report
SPRA I-2ax~dlx.

Minus-Cumulativo total on last ap-
proved cancellation tras, Report
SPRA I-2b5d2.

Nat--Cancellations requested-ponding,
Total to be reported on line 6d-1,
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Line 5d-2. Cancellations approved--con-
firmed by lVDPAB:

Information Source: Cumulative total
on last approved cancellation Trans.
Report SPRA I-2b5d2 delivered to you
by WDPAB.

Line Se. Subtotal of Lines 5a through 5d-2.
Line 6. Grand total (line 4e plus line Be

should agree with line 3).
Rev. 26 May 1944

ERR 751.2]

§ 1607-751-3 Form No. S P R A I
(weekly progress report of War Depart-
ment Sermces)

SPRA I
WAR DP5ARTZ=N T

%W=Ly PaOrss Rn-oRv
(Fiscal Year 1943 Assignments)

From: ------- Close ofFTrlday .......
To: Assignments & Statistics Branch

WDPAB--Statisties & Progress Sec-
tion

*NoTn: Before transmitting Weekly Prog-
ress Report toWDPAB Indicate In appropriate
box the number of the last Transmittal Re-
port to or from WIDPAB-for reconcilement
purposes.

(*)
1 i. Gross Assignments received to

date ....................

EO 2a. Less-Reassignments requested,
pending at PAB ........

E] 2b. Less-eassignments approved,
confirmed by WDPAB .........

3. Net-Assignments charged to
this Service .....- -

4. Report of progress on net as-
signments with service

a. Renegotiation nt Inltated__
b. Statutory renegotiation begun.
c. Bona -de oral agreements
reached -----------.-......

d. Signed agreements In process-.

e. Subtotal (4a through 4d).--

5. Reconciliation report on assign-
ments delivered to WDPAB

Completed settlements

S 5a-l. For WDPAB review .........
o 5a-2. ForVDPAB approval-.....
O 5b. Impasse Cases- - . .

Completed clearances

] 5c-i. For WDPAB review .........
EO 5c-2. For WDPAB approval....

Cancellations
] Sd-1. Requested-P-ndimg at

WDPAB ----..... ----
S5d--2. Approved-Confirmed by

WDPAB -----------------

Se. Subtotal (Sa through 5d)___.

B. Grand total (4e plus Se should "
agree -with line 3)............

Rev. 26 May 1944

ERR. 751.3]

§ 1607.751-4 Instructions for prep-
aration of War Department weekly
progress report (Form SPRA I)
INsTrucrous FoR = PREA'rION OP WAR

DEFATn=r Wn=u.v PnOGRES REoHT
(SPRA I)

(Fiscal Year 1943 Assignments)

Submitted by the Services at the Close of
Each Friday

To the War Department Price Adjustment
Board

The Weekly Progress Report SPRA I to be
submitted by the Chiefs of Price Adjustment

Sections to the War Department Prica Ad-
justment Board Is deigned to chow (a) the
progress of renegotiation In each lervioc
(Items 4a to 4d). (b) the dcgrco of accom-
plicbment on arsgnments delivered to the
War Department Price Adjustment Board for
appropriate action (Items Sa to d), and (c)
as a reconciliation of the reo-ds; of the Chie
of Price Adjustment Sectlon wlth the AeJlgn-
meats and Statistics Branch, War Depart-
ment Price Adjustment Beard. Thc: Items
contained In the report which require ve"Ily
reconciliation with the records of the AfJgn-
ments and Statistics Branch have bean pro-
vided boxes for the posting of the number of
the last Transmittal Report on Items de-
livered to or received from the War MDpart-
ment Price Adjustment Board.

Items Reported: (In order of linea on
form SPRA I).

Line 1. Total gross assignments rcccircd to
date:

(It ll be noted that this figure Is never
adjusted downward)

Information Source: Cumulative total
on l st Assignment Trans. Report
SPRA I-1 received by you from WDPAB

Line 2a. Less-rcassgnmcnts requested-
pending at WDPAB:

Information Source:
Plus-Cumulative Total on last Re-

signment Request Trans. Report SPRA
I-2aSdl.

llinus-Cumulative Total on last Dis-
approved ncacsgnment Trans. Report
SPRA I-2ax5dix.

Minus-Cumulative Total on last Ap-
proved Ren-Ignment Trans. Report
SPRA I-2d0d2.

lNet--RIa--gnments Requested-pend-
Ing. Total to be reported on line 2a.

Line 2b. Less-reassIgnments approrcd-
confirmed by WDPAB:

Information Source: Cumulative total
on last Approved Re"--' nment Trans.
Report SPRA 1-2b d2 delivered to you
by VrDPAB.

Line 3. Net assignments charged to this
service:

Information Fource: Line 1 Minus lines
2a and 2b.

Line 4. Report of Progress on Net Assign-
ments With Service.

Line 4a. Renegotiation not initiated:
Information Source: Report to you from

your Field Offices covering 103 Azgna-
ments on which renegotiation has not
begun.

Line 4b. Statutory renegotfati5' begun:
Information Source: Report to you from

your Field OMc covering 1943 Asi:gn-
ments on which renegotiation has
begun but on which a bona fide oral
agreement has not been reached with
Contractor.

Line 4c. Bona fidc oral ogrcements reached:
Information Source: Report to you from

your Field Oces covering 19-3 A.lgn.-
ments on which a bona fide oral agree-
ment has been reacbcd with Con-
tractor.

Line 4d. Signed agreements in process:
Information Source: Report to you from

Sour Field OfMice plus completed case
under review in Of fc of Chief cf Sarv-
ice prior to delivery- to WDPAB at-
tached to Completed Settlement Trans.
Report SPRA 1-Satc.

Line 4a. Subtotal of lines 4a through 4d.
Line 5. Rzeconc liation rgpart on assfgn-

snents dclivcred to WDPAB.
Line &a-1. Completed cettlements for

WDPAB Review:
Information Source:
Plus-Cmulative total on your last

numbered Completed Settlements
Trans. Report ZPRA I-Saba covcrn:

-completed cettlements delivered to
VWDPAB for rcrfe.

MInus--Cumultve total on Iast E2-
turned Settlements Trans. Report
SPRA I-Eabax.

ITet--Camnlct:d Settlements in hands
of =MPAB for ravLew. Total to he re-
ported on line 5z-1.

Line Da-2. Completed seettlemecnts for
WDPAB approvral:

Information Source:
Piu--Cumulative total on your l:-+

numbered Cameleted Salaments
Trans. Report SPZA I-5abc covering
Comnleted Settlements d2l1vered to

DwPAg for approraL
Minu--Cumulative t6tal on last Re-

turncd Settlements Trans. REpo t
SPRA I-Sab.

let-Completed Settlements in hands of
UDPLB for approval. Total to be re-
partc-d on line 5a-2.

Line Sb. Impzsce cces.
Information Source:
Plus--Cumulative total on -your lst

numbeid Impasse Trans. Report
SIPRA I-Saba delivered to WD'PAB.

Minua--Cumulative total on lat Re-
turned Impoaze Trans. Rep rt SPRA
I-Sabex.

Nct-mpze Cas in hands of VDPAB
Total to be reported on line 5b.

Lin2 Ec-l. Completed clearances for
WDPAB reriew:

Information Source:
Plus-Cumulative total an your last

numbred Completed Cleara-ce Trans.
Report SPRA I-5abc deliv-ed to
V7DPAB far review.

Minus-Cumulative total on last Re-
turned Clearance Trans. Report SPAz
I-Zaber.

Z1et-Completed Clearances in hands of
VDPAB for review. Total to be re-
ported on line Sz-i.

Lino Uc-2. Completed clearances for
WDPAB appro al:

Information Source:
Pluo-Cmulative total on your last

numbered Completed Clearance Trans.
Report SPRA I-Sabc delivered to
VWDPAB for appraraL

Mlnus-Cumulative total on last Re-
turned Clearance Trans. Report SPRA
' -C-ac.

Nl t--Completed Clearances In hands of
VWDPAB for approval-Total to be re-
parted on line Sc-2.

Line Sd-L Cancellatfon requestcd-pend-
iag at VDPAB:

Informatlon Source:
Plus--Cumulative total on last Cancel-

laton Request Trans. Report SPA
I-2aSdl.

Lnus-Cumulative total on last Disas-
proved CancellatIov Trans. Report
SPIR I-2axSdlx.

IMnus-Cumulative total on last Ap-
proved Cancellatian Trana. Report
SPRA I-2b5i2.

lNet-Cancellations requested-pending.
Total to be reportcd on line Sd-1.

Line Bd-2. Cancellations approred-con-
firmcd by WDPAB:

Information So e: Cumulatva total on
last Approved Cancellation Trans. Re-
pzrt SPRA I-2bod2 delivered to yeu by
WDPAB.

Lino Se. Subtotal of lines 5a-I thrm:gz,
d-2.
Line U. Grand total (line 4e plus line 5a

should cage with line 3).

Re. 20 May 1941

Inn 751.4]
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§ 1607.751-9 Form No. WCPAB-4 (re-
part of recoverves effected by statutory
renegotation.)
WCPAB-4 DEPAuTzn=AL REPORT OF Rrcovxs-

IES ETED BY STATUTORY RENEGOTIATION

Close of Friday
From: ----------------------.

(Department)

TO: War Contracts Price Adjustment Board,
Attention: Assignments and Statistics
Branch. WDPAB, Statistics and Progress
Section.

This Department has entered Into legally
effective agreements and issued unilateral
determinations providing for recoveries of
excessive profits in the amounts stated be-
low. The figures given arm cumulative totals

-complete up to and Includin .............
Uni-
lateral

Recoveries from con- Dater-
tractors with fiscal Agree- mina-
years ending in: ments tions

1941-1942 ------ -- --------- $ -
1943 -------------- $ .... $ .......

11944 ----- -------- $--------
Total --------- $ .... $. -------

'Ater Deduction of State Taxes Deter-
mined to be Applicable to Non-Excessive
Profits.

(Department)
Pnsc AD.TulTrZn BeARm,

By - --- - - - - - - - - -

(Member)
ERR 751.9]

§ 1607.751-10 Instructions for prep-
aration of departmental report of re-
coveres effected by statutory renegota-
tion (Form WCPAB-4)
INsTeucriONs FOs TnE PnEPAD0ATioN OF DE-

PAWRMETL REPORT OF REcovEmnis ErTE
By SAxsu oay Re-soTIor (WCPAB-4)

The Departmental Report of Recoveries Ef-
fectid by Statutory Renegotlation will be sub-
mitted at the close of business every fourth
Friday beginning as of Friday, 17 November
1944.

1. Navy Department-Price Adjustnent
Board.

2. Navy Department-Office of the General
Counsel.

3. Maritime Commission-Price Adjust-
ment Board.

4. Reconstruction Finance. Corporation-
Price Adjustment Board.

5. Treasury Department-Price Adjust-
ment Board.

6. War Shipping Administration-Price
Adjustment Bbard.
to the War Contracts Price Adjustment Board
through the Assignments andi Statistics
Branch of the War Department Price Ad-
justment Board. The Report will show by
fiscal years the cumulative total of recover-
ies pursuant to legally effective agreements
and the cumulative total of recoveries pur-
suant to legally effective Issued- unilateral
determinations and will be signed by a mem-
ber of the Departmental Board submitting
the Report.

ERR 751.10]

§ 1607.752 Statement to be furnished
contractor. ERR 752] 6

§ 1607.752-1 General instructions. (a)
Subsection (c) (1) of the Renegotiation
Act of 1943 reqires that whenever the
War Contracts Board makes a deter-
mination by agreement or order, there
must be furnished to the contractor, at
is request, a statement showing the de-
termination of excessive profits, the facts

used as a basis therefor and the reasons
for such determination.

(b) The manner in which and the
time at which the statement will be given
to the contractor are described In
§ 1605.520 and following.

(c) The statement cannot be used In
The Tax Court of the United States as
proof of the facts or conclusions stated
therein.

(d The statement Is divided into four
principal parts:

(1) Designation of the contractor and
the fiscal year under review.

(2) Determination of excessive profits.
(3) Summary of the Televant facts

upon which the determinatlon Is bared.
(4) Reasons for the determination.

ERR 752.1]
§ 1607.732-2 Form of statement and

spzcific instructions as to its preparation
(statutory).

1) Designation of the Contractor and
Fiscal Period

To: -------------
(Contractore name and address)

Fiscal year..........
In accordance with the provisions of sub-

section (c) (1) of the Renegotiation Act,
you are hereby furnished a stateennt chow-
ing, for your fiscal year abovo ret forth, the
determination of e.ce=lve profits for said
fiscal year and the facts and reacsns upon
which the determination Is bacsd.

If the determination is by order other than
an order of the War Contracts Price Adjust-
ment Board, the following clauso will be In-
serted at this point:

"This statement Is final only in the event
that the determination by order to which
It relates is fidal."

(2) Determination of Excestvo Profits.
Pursuant to the provisions of the Rene-

gotiation Act. It has ben determined by

(order) (agrcement)
dated- -..---.-- , that, of the profit
received by or accrued to you during said
fiscal year under contracts or subcontracts
subject to renegotiation, the amount of

--------.--------------------- con tutes
profiti which should b3 eliminatcd.

(3) Summary of the Relevant Facts.
(a) Financial Comparlons.
(1) There shel be made part of this state-

scent comparative financial statements of
the contractor which may be in the form of
exhibits attached to the statement. If ex-
hibits are used, they Ehould to described and
referred to In this rart of the statement.

(i1) Comparative balance sheets prepared
from those furnished by the contractor, as or
the end of the fiscal year 1C30 and of each
fiscal year there4fter up to and including the
fiscal year under review, shell bo included.

(ill) Comparative income statements for
the same fiscal periods shall be included.

(lv) The statements shall be supplemented
by such statistical data related to the fizral
periods as may be deemed pertinent to the
renegotiation.

(v) Any dsallownLce (or additional allo,.-
ance) as compared with costs shown on the
contractor's books shnll be indicated.

(vi) The financial comparison referred to
In subpsragraphs (11) and (Ill) above may
be emitted in the diacretlon of the Denart-
ment giving a statemcnt furnished after a
determination by agreement. In such ca.,
the statement should refer to nhldblt A to
the renegotiation agrcement (see 1C07.-
141-3) and also to the contractoro annual
earnings before taxes for the fIscal year 1936
and for each ficcal year thcrcf ter up to and
ncluding the ficcal year under review, to the
bxtent that such information Is available
and pertinent. When the statement Is fur-

ished after a detrmainatlon by agreement,
dccumentary information furnished by the
contractor and properly ident ll e, rclating to
the financial camparizn referred to in zb-
paregraphs (U) and (ill) above may be in-
corporated by reference.

(Vii) In the ca of a statement furnIshed
after a determination by r -en=t or r_.r,
the financial comparison referred to In st-
p=alanhs (U) and (Ill) abve may be
omitted to the extent inforation. therefor
Is not made available to the ren-gotiating
olcIals by the contractor.

(b) Other Facta Related to the Determi-
nation.

The satutory factors required to be tahaka
Into consld=ration by subzsction (a) (4) (A)
of the Renegotiation Act of 19-3 must re-
celve consdoratlon and the bas- facts ra-
lated ther-to rat forth, whether fa-orabge cr
unfavorable to the contractor. The basic
facts will be thme re-lting from co-su-
atlon of the data submitted or vssembled for
the purpe:s of the rensg6tiatlon. Any other
facts considered end partinent to the consid-
eratlon of the determination shall also be Eet
forth.

(4) Reacons for the nztermination.
A statement shall be made of the reasons

for th3 determination in the liflat of ail of
the facto and facters referred to In the fre-
goin. portions of the statement, ndIcatiag
gCenrally the relative sl.:lycae and in-
parlance of such facts and factcrs. Return
on neot worth shall b2 computed bzfore dz-
ductons; for Fcderal income taxes and be
bsccd on that portion of the net worth deter-
mined to have be-n used In cen:ction with
the rerformanco of ranegotiable contracts .
If this is not practicable, rzf=ca to nat
Worth zhall be omittcd. Such matters as (a)
profits on non-rencgotiable buziness and (b)
profit- aft=r Federal t-x' d3 not constitute
factors or reasons to be tl:=n into conslder-
aton in the rencgotiation prozeedin- or in-
Cluded In the statement to be furnished to
the contractor. althou3h such fi.ures are
frequently Included in the flnaucuA data sub-
mlttcl by the contractor and attached as
exhibits to the statement.

[RR 752.2]
§ 1607.752-3 Substitute paragraphs

for the statement where statutory deter-
mlinatfois has -not 1;.t been madle.

(1) Designation of the Contractor and
Purpose of Statement

To
(Contractor's nam and address)

Fis-cal 'year
You are hereby furnLhed with a statement

of the facts and rc-zons upon which the
opinion of (name of EBard or SEction) as to
the amount of ax-rcssve profits for your fis-al
yea.r above r2t forth ma baz-d. Such state-
ment Is furniherd for the purpose of azz tig
you In detrnminln vhether or not you wis
to enter Into an agreement providing for the
lImnagtion of cuch xc --zive prcfLts. It is

not a statutory statement as provided In sub-
section (c) (1) of the Renegotlation Act.

(2) Statement of Opinion of xcrsive
Profits.

In the opinion of (name of Board or Sec-
tion) the amount of cxces ve profits received
or acrued by you during suah fiscal year
under contracts or subontact subj1ct to re-
nc otlan 1,, 0-

(3) Summary of the Relevant Fact.
The Instructions of § IES7.752-2 (c) appl-

cable to a statement fer a determination by
agreement apply also to a statement where a
statutory determination has not yet been
made. In such case, Ex.hlbt A to the renego-
tiation agreement may be referred to as a
Preliminary draft and submitted to the con-
tractor in such form, (se 1 lC9T.752-2 (c)
(0)).

(4) Reasons for the Determinatlon
See § 1607.ig2-2 (d).

ERR 752.33
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§ 1607.753 Summary of fnanczal; spread sheet.

Name and address of contractor

Corp.( ) Part. ( ) Prop.t )

Fiscal year ended ---------- 194-

--------------------.-.-----------.-------...................... .................... ......... ...... ...... ....... . u.
Renegotiated by Date final meeting Approved by Date agreomeilt approved

I I Peacetime products
Profit before I Percent

Net sales taxes on of net
I income sales Wartime products

Rencgotiablc:Fixed price before adjustment. $ .----------- $ --------
A m o u n t r e c o v er e d -------------------------- ...... .....
Fixed price after adtustment ............................... ..........

Cpff before adjustment ..................
Amount recovered ------------ -------- '.--------
Cpff after adjustment - ... .. . .. .. . .... . . .

Non-renegotiable - I I
(Dis.) allowances, net ...........
Other (debits) or credits, net ....
Total business bcfore adju tment.
Total business after adjustment...

= In. - ..-----------. XXXXXX -------------- XXX-- -- -- -- - -- - -- - -- - -- - -- -

PRIOR YEARS

1042 renegotiable fixed price eforeadJ .. .-----.
1942 renegotibe fixed priceaf teradj. I:---------:: ---------: ------

A.--
--.-

Character of operation

Net profit
(including Percent
E. P.T. o nct

credit) after worth
taxes

XXX
XXX

XXXxxx
142 total after renegotiation -----.--------------------------- - I------------- I----.----

1241 (Govt. Bu_...
l90 (Govt. Bus-.----:
1933 (Govt. Bus -----
193 ----------.-.......

------------- ----
------------------------ ---------.- -----

1037 ------------- ---- --.. -- . - ------ ----- --- :. . . .
1933 --------------- ---...--- -----............... ......
1936-1939 average -------- .. .. I -------------. I -------------. I.--------- ...--------------I--.

Total materials and subcontractlin Percent of cost of ronegotlablo sales
Materials furnished by Govt. or customer for renegotiablo bus, $ .........

Certificates of necessity -----I ro-n alnt .....

Amount as of

$...........-----

Net plnt
Net workng capital p.......... ol................
Govt. facilities, fixed price ........... . ..........
Govt. facilitbs, OPFE .........................
Govt. auyances OFFE .........................
Govt. advances, fixed price-------------
Other Govt. financing.......
Long term debt --------------- ----
Net worth - -------------------

Salaries No,
1043 $ ............
1512 .......

1%10 ...........
Spread sheet

Prepared by

Approved by

Date

Net worth, as of Be. ( ) End. ( ) 1936. $ - .37 1138--. 4, $ --------- 1939,-- $---------1941, $. .
Price reductions policies and comparisons Expense factors

Cost, efficiency, production factors

ERR 753]

SUBPPAT I---ADDRESSES

§ 1607.791 War Contracts Price Ad-
2ustment Board. [RR 7911

§ 1607.791-1 Prineipal office.

718 13th Street, N. W., Washington 25,
D. C., Tel. Republic 7400, Ext. 4785.

ERR 791.1]

§ 1607.791-2 Members.
Brig. Gen. Absrt J. Browning, Chairman

(War Dcpartment), Room 5D675, The Penta-
gon, Washington 25, D. C., Tel. Republic 6700,
Ext. 3119.

Air. W. John Kenney, Vice Chairman (Navy
Department), Room 102, Premier Building,
718 18th Street, N. W., Washington 25, D. C.,
Tel. Republic 7400, Mxt. 5169 or 62729.

Mr. Kenneth F. Clark (Maritime Commis-
Sion), Room 512, Electrical WorkersBuliding,
1200 15th Street, N. W., Washington 5; D. C.,
Tel. Executive 3340, Ext. 1047.

Captain H. C. Maull, Jr. (Treasury Depart-
ment), 5304 Procurement Building, 7th and
D Streets, S. W., Wazhington 25, D. C.,Tel.
District 5700, Ext. 2105.

lMr. Charles T. Fisher, Jr. (Reconstruction
Fiflance Corporation), Room 1167 Lafayette
Building, 811 Vermont Avenue, N. W., Wash-
ington 25, D. C., Tel. Executive 3111, Ext. 8
or 48.

Mr. Carman G. Blough (War Production
Board), Department 1400, 4th and Independ-o
once Avenue, S. W., Washington 25, D. C.,
Tel. Republic 7500, Ext. 71783.

ERR 791.2]

§ 1607.791-3 Office o General Counsel.

War Contracts Price Adjustment Board, at-
tention: Mr. Frederick W. R. Pride, General
Counsel, Room 126, Premier Building, 718
18th Street, N. W., Washington 25, D. C., Tel.
Republic 7400, Ext. 62022 or 2029.

ERR 791.3]

§ 1607.791-4 Assignment Office.

Assignments and Statistics Branch, Rene-
gotiation Division, Room 3D 573, The Penta-
gon, Washington 25, D. C., Tel. Republic
6700, Ext. 73678.
or

Special factors

Clearance and.Assignment Officer, Post Of-
flce Box 2707, Washington 25, D. C., Tel. Re-
public 6700, Ext. 73679.

ERR 791.4]

§ 1607.791-5 Pentagon office.
Room 3D 573, The Pentagon, Washington

25, D. C., Tel. Republic 6700,'Ext. 73636.

ERR 791.5]

§ 1607.792 Departmental Price Adjust-
ment Boards.

War Department Price Adjustment Board,
Attention: Lt. Col. W. H. Coulson, Exccu-
tive Officer, Room 3D 573, The Pentagon,
Washington 25, D. C., Tel. Republic 6700,
Ext. 5672.

Navy Price Adjustment Board, attention:
Mr. W. John Kenney, Chairman, 718 18th
Street, N. VT., Washington 25, D. C., Tel. Re-
public 7400, Ext. 5169 or 62729.

Cfflce of the General Counsel, Navy Depart-
ment, Services and Sales Renegotiation Sec-
tion, Washington 254 D. C., Tel. Republic 7400,
Ext. 61468.

Treasury Department Price Adjustment
Board, attention: Captain H. C. Maull, Jr.,
Chairman, 5304 Procurement Building, 7th
and D Streets, S. W., Washington 25, D. C.,
Tel. District 570.0, Ext. 2105.

Maritime Commission Price Adjustment
Board, attention: Mr. A. G. Rydstrom, Room
512, Electrical Workers Building, 1200 15th
Street, N. IV., Washington 5, D. C., Tel. Execu-
tive 3340, Ext. 606 or 607.

War Shipping Administration Price Adjust-
ment Board, attention: Mr. James L. Mur-
phy, Chairman, 39 Broadway, New York 6,
New York, Tel. Whitehall 3-8000.

Reconstruction Finance Corporation Price
Adjustment Board, attention: Mr. Charles T.
Fisher, Jr., Chairman, Lafayette Building, 811
Vermont Avenue, N. W., Washington 25, D. C.,
Tel. Executive 3111, Ext. 8 or 48.

ERR 792]

§ 1607.793 War Department Price Ad-
2ustment Sections. ERR 793]

§ 1607.793-1 Headquarters.

Price Adjustment Branch, Control Office,
AC/AS M. & S., Army Air Forces, Room 6C 964,

The Pentagon, Washington 25, D. C., Tel,
Republic 6700, Exts. 72=19, 4420, 45W7.

Price Adjustment Office, Taterlol Com-
mand, Army Air Forces, Wright Flod, faiyton,
Ohio, Tel. Kenmore 7111, Exts, '22135, 2393,
25225.

The Chief of Chemical Warfare, attention:
Lt. Col. Robert 11. Estes, Purchase Policies
Branch, Baltimore Sub-Offico, C OWS, 200
West Baltimore Street, Baltimore 1, Miaryland,
Tel. Lexington 0710,

The Chief of Engineers, attention: Lt, Col,
Carl M. Scipl, Price Adjutment Section,
Room 5160, New War Department Lildilid f,
Washington 25, D. C., Tel, Republic 6700,
Ext. 76225.

The Chief of Ordnance, attention, Lt. Col,
John M, Marble, Price Adjustment Branch,

,Room 5D 400, The Pentagon, Washington 25,
D. C., Tel, Republic 6700, Ext. 2283,

The Quartermaster General, attention, Col,
H. F Colt, Price Adjustment Section, Rea
2327, Tempo. B., 2nd and Q Etrects, S, Vt,,
Washington 25, D. C., Tel. Republic 6700, Et.
3744 or 6485.

The Chief Signal Officer, attention: Mr.
Wilfred Goodwyn, Price Adjustment Section,
Room 20 285, The Pentagon, Washington 25,
D. C., Tel. Republic 6700, E:t. 73278.

The Surgeon General, attention: Lt, Col,
Lee I. Park, Renegotiation Division, Room
518, Maritime Building, 1018 H Street, NfW.,
Washington 25,,D. C., Tel. Republic 6700, Ext,
78455.

The Chief of Transportation, attention:
Col. James F. Mitchell, Jr., Price Adjustment
Section, Room 3A 670, The Pentagon, Wash-
ington 25, D. C., Tel, Republic 6700, Ext, 4605,

War Department Power Procurement Offi-
cer, attention: Major George P. Stelnmetz,
Deputy, Utilities Price Adjustment Scotion,
Room 5004, New War Dept. Buildilng, Wash-
tngton 25, D. C., Tel. Republic 6700, E :t, 700094
or 76210.

ERR 793.1]

§ 1607.793-2 Field Offices of Prie
Adjustment Sections.

(a) Army Air Forces: 39 South La Sallo
Street, Chicago 3, Illinois, Tel. Randolph 9720:
Enquirer Building, 617 Vine Street, Cinein-
nati, Ohio, Tel. Cherry 8320; 4014 Prospect
Avenue, Cleveland 3, Ohio, Tel. Endicott 7200;
8505 West Warren Avenue, Detroit 32, MIch.
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igan, Tel. Hegarth 8730; 2636 Beverly Boule-
yard, Las Angeles 51, Califorma, Tel. Drexel
7081; 67 Broad Street, New York 4, New York,
Tel. WhitEhall 4-1600; 4f0 West Douglas Ave-
nue, Wichita1, Kansas, Tel. Wichita 5-4621.

(b) Corps of Engineers: 50 Wlhltehall
Street, Atlanta 2, Georgia. Tel. Jackson 6180;
20 North Wacker Drive, Chicago 6, Illlnois,
Tel. Randolph 1311; 1120 Huntington Bank
Building, Columbus 16, Ohio, Tel. Main 6481;
Santa Fe Building, 1114 Commerce Street,
Dallas 2, Texas, Tel. LD 930; 270 Broadway.
New York 7, New York, Tel. Barclay 7-1616;
351 California Street, San Francisco, Call-
fornia, Tel. Garfield 603.

(c) Ordnance Departnent: 700 Frank Nel-
son Building, Birmingham 1, Alabama, Tel.
Birmingham 4-7511; 140 Federal Street, Bos-
ton 10, Massacanusetts, Tel. Hubbard 9300; 38
South Dearborn Street, Chicago 3, Illinois,
Tel. Franklin 4200; Big Four Building, Cin-
cinnati 1, Ohio, Tel. Cherry 3800; 1006 Ter-
minal Tower Building, Cleveland 13, Ohio,
Tel. Main 0670; 1832 National Bank Building,
Detroit 32, Michigan, Tel. Randolph 9360;
Room 1815---80 Broadway, New York 5, New
York, Tel. Hanover, 2-7300; 150 South Broad
Street, Philadelpbia 2, Pennsylvania, Tel. Lo-
cust 4020; f202 Chamber of ComerceBuild-
ing, Pittsburgh 19, Pennsylvania, Tel. Grant
5966; 1242 Mercantile Building, Rochester 4,
New York, Tel. Stone 203; 3663 .indell
Boulevard, St. Louis 8, Missouri, Tel. Jeffer-
son, 7380; 100 McAllister Street, San Fran-
CLCo 1, California, Tel. Underhill 3305; 95
State Street, Springfield 3, Massachusetts,
Tel. 7-0211.

(d) The Quartermaster General: 1 State
Street, Boston 9, Massachusetts, Tel. Lafay-
ette 3712; 333 North Michigan Avenue, Chi-
cago 1, Illinois, Tel. Franklin 5910; 521 Fifth
Avenue, New York 17, New York, Tel. Murray
Hill 2-2622; 520 Kohl Building, Montgomery
and California Streets, San Francisco 4. Cal-
ifornia, Tel. Exbrook 7467; 16th Floor Wood-
side Building, Greenville, South Carolina,
Tel. 7140.

(e) Signal Corps: 1 North La Salle Street,
Chicago 2, Illinois, Tel. State 9150; 17th and
Sansom Streets, Architects Building, Phila-
delphia 3, Pennsylvania, Tel. Rittenhouse
5950.

(f) Surgeon General: 52 Broadway, New
Yoric 4, New York, Tel. Hanover 2-5200; Room
1425, Civil Opera Building, 20 North Wacker
Drive, Chicago 6, Illinois, Tel. Randolph 1311.

ERP 793.2]
§ 1607.794 Navy Department. ERR

7941

§ 1607.794-1 Navy Prce Adjustment
Board.

(a) Washington Division, 718 18th Street
XW. Washington 25, D. C,, TeL Republic
7400, Ext. 62729.

(b) New York Division, Room 310,630 Fifth
Avenue. New York 20, New York, Tel. Colum-
bus 5-385L

(c) Chicago Division, 12th Floor, 7 South
Dearborn Street, Chicago 3, Illinois, Tel.
Andover 5740.

(d) San Francisco Division, 727 Financial
Center Building, 405 Montgomery Street, San
Francisco 4, California, TeL Esbrcok 1161.

ERR 794.1]

§ 1607.794-2 Services and Sales Re-
negotiation Section.

(a) Office of the General Counsel, Navy-
Department, Services and Sales Renegotia-
tion Section, Washington Divisional Office,
'Washington 25, D. 0., Tel. Republic 1400,
Ext. 61263.

(b) Office of the General Counsel, Navy
Department, Services and Sales Renegotia-
tion Section, New York Divisional Office,
Room 310, 630 Fifth Avenue, New York 20,
New York, Tel. Columbus 53851.

No. 19---13

(c) Offico of the Genral CCU=.l, I'avy
Department, Sarvlces and Sales E-ncgotla-
tion Section, Chicao Divisional 0ce, Ream
E03-411. U. S. Cutom Hcuse, 010 Szuth
Canal Street, Chicago 7, Illinois, TeL Wa-
bath 3",0.

(d) Oce of tho Gcqeral Counsel, Navy
Department Services and Sales R=ncotlatlon
Section, Los Angeles Divslional 0ai-, Ro a
907, Van Nuys Building. Seventh and Spring
Streets, Los Angeles 14, California, TeL Tuck-
er 1351.

ERR 794.2]

§ 1607.74-3 Price Revision Division.

Price Revision Division, PZA323, Ofc0 of
Procurement and Materill, Main 17avy Build-
ing, Room 2234. Wachington 25, D. Cl, Tel.
Republic 7100, Ext. 6300.

ERR 794.3)

§ 1607.795 Relatcd Offices.

General Accounting Ofilce, Wachington 25,
D. C.. Tel. Executive 4021.

Chief, Contract Review Branch. Procure-
ment Policy Division, War Production Board,
Department 1400, 4th & Independence Ave-
nue, S. W., Wachington 25, D. C., Tel, Re-
public 703, Ext. 71783.

ERR 795]

§ 1607.796 Patent Royalty Adjust-
ment Offices. ERR 796]

§ 1607.796-1 War Department Patent
Royalty Adjustment Offices.

Patent Couneel, Lgal Branch, Offco. Di-
rector of Matftlel, Hcadquarters, Army Serv-
iee Forces, Room 50 C83, The Pentagon.
Washington 25, D. C., Tel Republic 6700,
Ext. 2553.

Chairman, Royalty Adjustment Board,
Army Air Forces Mat/rlel Command. Wright
Field, Dayton, Ohio, Tel. emnore 7111, Ex.
25222.

Chief, Legal Division, Offica of the Chief of
Transportation, Room 3A 72,1 The PentaZon,
Washington 25, D. C., Tel. Republic 70,
Ext. 3556.

Chief, Contracts and Claims Branch. Offce
of the Chief of Engineers. Room 3213, New
War Department Building, Washington 2j,
D. C., Tel. Republi' 6700. Ext. 7623.

Chief, Patent Section, Legal Branch, Ofce
of the Chief of Ordnance. Room 4E 330, Tho
Pentagon, Washington 25, D. C., Tel. Republic
6700, Ext. 2748.

Patents and Invcntlons Counsel, Lea Di-
vision, Office of the Chief Signal Offcer, Room
4D331. The Pentagon, Warhington 25, D. 0.,
Tel. Republic 6700, Ext. 3702.

Chief, Patent Section. Lqgal Branch, Ofce
of the Chief of the Chemical Warfare SErv-
ice, Room 1007. T-7, Gravelly Point, VUgia,
Tel. Republic 6700, Ext. 2820.

Chief, Patent Section, L gal Branch, OM:O
of the Quartermaster General. Room 2m€2,
Tempo B, Washington 25. D. 0., Tel. RepublIo
6700, Ext. 4294.

The Patent Reprcs.ntative, Ofce of the
Surgeon General, Room 419, ZTarl Imo Build-
Ing, Washington 25, D. C., Tel. Republic 670,
Ext. 79369.

ERR 796.1]

§ 1607.796-2 Navy Department Patent
Royalty Adjustment Offle.

OZca of Patents and Inventions, Navy De-
partment, Washington 25, D. C., Tel. Republic
7400, Ext. 61555.

ERR 796.2]

§ 1607.796-3 Treasury Darartment
Patent Royalty Mjustmcnt 0fcc.

Assistant to the Director, Tre-ury De-
partnct, R .oom 1002, Precurcmint Building,

7th and D Stre:t zW., W=Wn-.ton 25, D. C.,
Tel Lstr1= .6-203, L=t C- 3 or 05.

ERR 79.3]

§ 1657.79&-4 Maritime Commzsszo
Patent Rsirlty Adjuistment OFfce.

Patent Cunsel. Lcoal DvU-son, U. S. =ari-
time Commir1 on. Re m 5703, D:3zrtmuan5 of
Commerce Buildin., Was.hington 25, D. C.,
Tel. I:ccutive =310, Ext. 953.

ERR 736.4]
§ 1C07.793-5 Reconstruction Finance

Corporation Patent Royalty AdjustmentOffice.

General Counsl, Price AdJuztment Board,
Rcconstructlon Flnanca Corporation, Rcom
U-17. Lafayette Building, 811 Vermont Avenue
1,W., Wa1iWgton 25, D. C., Tel. Executive
3111, Ext. 181.

ER.R 796.5]
§ 1607.707 Reconstruction Finance

Corporation Prce Adjustment Sectiong.

ERR 797]

§ 107.797-1 Headquarters.
Fccon -tructlon Fintance Corporation, Price

Adjuatment Eoard, Lafa7 tte Building, 811
Vermont Avenue NW., W , hngton 25. D. C.,
Tel. Eecutive 3111, Ext. 8 or 48.

RR 797.1]

§ 1607.797-2 Field Offices of Price Ad-
lustment Sections.

Healey Building. Atlanta 3, Georgia, Tel.
M1ain 5512.

Comes Building, Birmingham 3, Alabam,
Tel. Birmingham 4-2051.

40 Broad Street, Bozton 9, ?l'-achuzottz,
Tel. Capitol 4070.

WIL7an Building, 103 West Thlrd Street,
Charlotte 1, I. C., Tel. Charlotte 3-7161.

203 S. LnS1lle Street, Chicago 4, Illinois,
Tel. Stateo CS3.

Federal Reserve Bank Building, Cleveland
1, Ohio, Tel. MaUn 8516; NIght, Ma1In 6713.

Cotton Excbangre Butlding. Dallaz 1, Tez-s,
Tel. LD 171 or RiverIde 6751.

Boston Building, Denver 2, Colorado, Tel.
Alpine C415.

657 Shelby Street, Detroit 26, ZIchigan,
Tel. Cherry 8300.

P. 0. Eox 177, Por Block, Helena, Mon-
tans, Tel. Helena 481.

Ruak Building. 723 Mein Street, Houston 2,
Texas, Tel. Charter 4-6711.

Wesctr Union Building. Jachxonville 2,
Florida, Tel. Jacksonville 5-1630.

Federal Rsrve Ba~ni Building. K-an=a
City 6, Missouri, Tel. Victor 3113.

Pyramid BuildLn,. Little Rock, Arkan as,
Tel. tla Roc 4-0254.

Pacific Mutual BuIldin, Los Anaeles 14,
California, Tel. .=chigan 321.

Lincoln Bank Building, 421 W. 1aket
Stfect, LouLville 2, entuck:y, TeL Wabash
6771.

?LT_'niht BuilIng, Mtnneaols 1, Minne-
rota, Tel. Geneva 091.

W,-_hvllle Trust Company Building-, Union
Street. Nashvilo 3, Tennezee, Tel. ILD 43 or
5-2182.

Union Building. 837 Gravier Street, Ne7
Orleans 12, Louisiana, Tel. Canal 2701.

Frdeal Reserve Bank BldZ. 33 Liberty
Street, New York 5, N. 7., TeL Rctor 2-810.

Cotton Exchange Building. O'" '~oia City
2, Otlahoma. Tel. LD C17 or 2-S341.

Woseimmn of the World Bldg., Omaha 2,
Nebrasg. Tel. Jackson 8209.

I23 Walnut Strc-t Philadelphia 2, Penn-
sylvanla. Tel. Kingsley 1530.

PlttZc: Blci;, Portland 5, Orcgon, Tel.
Atwater V.01.

Richmond Tru-t Building, 7th and Main
Streets. Richmond 19, Virginia, Tel. Rich-
mond Z-6741.



FEDERAL REGISTER, Friday, January 26, 1945

Landreth Building, 320 N. Fourth Street,
St. Louis 2, Missouri, Tel. Garfield 3750.

Dooly Building, Salt Lake City 1, Utah, Tel.
Salt Lake City 5-7493.

Alamo National Building, San Antonio 5,
Texas, Tel. Cathedral 1461.

200 Bush Street, San Francisco 4, Cali-
fornia, Tel. Exbrook 6206.

Dexter Horton Building, Seattle 4, Wash-
ington, Tel. Main 1080.

Columbia Building, Sppkane 8, Washington,
Tel. Main 5111.

ERR 797.2]

§ 1607.798 War Department Power

Procurement Officer ERR 798]

§ 1607.798-1 Headquarters.

Utilities Price Adjustment Section, Office,
Chief of Engineers, Attention: Major George
P Steinmetz, Chief, 5004 New War Depart-
ment Building, Washington'25, D. C., Tel.
Republic 6700, Ext. 79994 or 76210.

ERR 798.1]

§ 1607.798-2 Field Offices.

Commanding General, First Service Com-
mand, Office, Service Command Engineer, At-
tention: Mr. W. K. Lewellen, 808 Common-
wealth Avenue, Boston 15, Massachusetts,
Te. Beacon 1300, Ext. 430.

Commanding General, Second Service Com-
mand, Offize, S:rvice Command Engineer, At-
tention: Major N. H. -Davidson, 270 Broad-
way, New York 7, New York, Tel. Barclay
7-1616.

Commanding General, Third Service Com-
mand, Office, Service Command Engineer, At-
tention: Mr. H. C. Fleming, 101 East Fayette
S'reet, Baltimore 2, Maryland, Tel. Plaza
8060.

Commanding General, Fourth Service
Command, Office, Service Command Engi-
neer, Attention: Major R. B. Lapsley, P. 0.
Box 4114, Atlanta, Georgia, Tel. Jackson 6180,
Ext. 85.

Commanaing General, Fifth Service Com-
mand, Office; Service Commaand Engineer,
Attention: Major L. F. Dabe, Building 62,
Fort Hayes, Columbus 18, Ohio, Tel. Colum-
bus 2171, Ext. 635.

Commanding General, Sixth Service Com-
mand, Ollice, Service Command Engineer, At-
tention: Capt. V A. Thieman, 20 No. Wacker
Drive, Chicago, Illinois; Tel. Raldolph 1311.

Commanding General, Seventh Service
Command, Office, Service Command Engi-
neer; Attention: Major R. H. Bradford, Fed-
eral Building, 15th & Dodge Streets, Omaha,
Nebraska, Tel. Jackson 7900, Ext. 233.

Commanding General, Eighth Service
Command, Office, Service Command Engi-
neer; Attention: Major D. W. Reeves, Santa
Fe Building, Dallas 2, Texas, Tel. L, D: 930,
Ext. 771.

Commanding General, Ninth Service Com-
mand, Office, Service Command Engineer,
Attention: Major W. C. Sadler, Fort Douglas,
Utah, Tel. Fort Douglas 5-6611.

ERR 798.2]

§ 1607.799 War Shippzng Admznzstra-

tion. ERR 799]

§ 1607.799-1 War Shipping Adminzs-

tration Price Adjustment Board.

(a) New York Division, 39 Broadway, New
York 6, New York, Tel. Whitehall.3-8000.

(b) Pacific Coast Division, 427 Mills Tower
Building, 220 Bush Street, San Francisco-4,
California, Tel. Garfield 3715.

[RR 799.1]

PART 1608-TEXT OF STATUTES, ORDERS,
JOINT REGULATIONS AND DIRECTIVES

SUBPART A-STATUTES AND EXECUTIVE ORDERS

Sec.
1608.801 Renegotiation Act of 1943.
1608.801-1 Sec. 403 (a).
1608.801-2 Sec. 403 (b).
1608.801-3 Sec. 403 (c).
1608.801-4 Sac. 403 (d).
1608.801-5 Sec. -103 (e).
1608.801-6 Sec. 403 (f).
1608.801-7 Sec. 403 (g).
1608.801-8 Sec. 403 (h).
1608.801-9 Sec. 403 (i).
1608.8191-10 Sec. 403 (j).
1608.801-11 Sac. 403 (k).
1608.801-12 Sec. 403 (1).
1608.801-13 Effective date of section 403.
1608.801-14 Military Appropriation Act, 1945.
1608.802 Section 3806 of the Internal Rev-

enue Core (as amended by sec-
tion 701 (c) of the, Revenue
Act 1943).

1608.802-1 Section 3806 (a).
1608.802-2 Section 3806 (b).
1608.802-3 Section 3806 (c).
1608.803 Title XIII of Second War Powers

Act, 1942.
1608.803-1 .Satutory provision.
1C08.803-2 S-ction 310 (1).of Title 10, Chap-

ter 18, U. S. Co.de.
1608.803-3 Executive Order No. 9127.
1608.804 Repricing of war contracts.
1608.804-1 Section 801.
1608.801--2 Section E02.
1608.805 Executive orders relating to the

War Shipping Administration.
1608.806 Tax Court rules.
1608.807 Legal rate of interest in absence

0 of agreement; District of Co-
lumbia.

1608.808 Proclamation .2631 specifying
June 30, 1945, as the termina-
tion date of the Renegotiation
Act.

SUBPART

1608.821

1608.821-1

1608.821-2

B-DELEGATIONS OF AUTHORITT

Delegations from War Contracts
Price Adjustment Board.

Delegation .dated February 26,
1944, to the Secretaries.

Delegation dated November 10,
1944, to the Secretaries.

SUBPART D--EXEMPTIONS

1608.841
1608.842
1608.842-1
1608.842-2
1608.842-3
1608.842-4
1608.842.5

1608.842-6
1608.42-7
1608.843
1608.844

1608.845

Raw material exemption.
Public utility exemptions.
Public utilities; electric power.
Public utilities; gas.
Public utilities; transportation.
Public utilities, communications.
Public utilities; furnishing of

water or removal' of sewage.
Subcontracts.
Scope of exemptions.
List of exempted foods.
List of exempted agricultural

commodities.
Standard commercial article ex-

emption.

SUBPART 1-OTHER ORDERS AND DIRECTIVES
1608.851 Salary stabilization regulations.
1608.852 Treasury rulings and decisions.
1608.852-1 Treasury ruling on tentative tax

returns.
1608.852-2 1. T. 3577.
1608.852-3 I. T. 3611.
1608.852-4 I. T. 3671.
1609.85 -5 T. D. 5405.
1608.852-6 Mimeograph 5766.

SUBPART A-STATUTES AND EXECUTIVE ORDERS

§ 1608.801 Renegotiation Act of 1943.

Section 403 of the Sixth Supplemental
National Defense Appropriation Act,
1942 (Public 528, 77th Congress) ap-

proved April 28, 1942, as amended by

section 801 of the Revenue Act of 1942
(Public 753, 77th Congress) approved

October 21, 1942; by section 1 of the
Military Appropriation Act, 1944 (Pub-
lic 108, 78th Congress), approved July 1,
1943; by Public 149, 78th Congress, ap-
proved July 14, 1943; and as amended in
full by section 701 (b) of the Revenue
Act of 1943 (Public 235, 78th Congress)
enacted February 25, 1944. ERR 80911

§ 16Q8.801-1 Sec. 403 (a)
For the purposes of this section-
(1) The term "Departmr t" means the

War Department, the Navy Department, the
Treasury Department, the Maritime Com-
mission, the War Shipping Administration,
Dfense Plant Corporation, Metals RetoIV0
Comnany, Defense Supplies Corporation, and
Ilubber Reserve Company, respectively,

(2) In the case of the Maritime Commis-
sion, the term "Secretary" means the Chair-
man of such Commission, in the case of the
War Shipping Administration, the term
"Secretary" means the Administrator of ruoh
Administration, and in the case of Dfonso
Plant Corporation, Metals Reserve Company,
Defense Supplies Corporation, and Rubber
Reserve Company, the term "Secretary"
means the board Of directors of the rppropri-
ate corporation.

- (3) The terms "renegotiate" and "ronego-
tiation" Incude a determination by agree-
ment or order under this section Of the
amount of any excessive profits,

(4) (A) The term "excessive profits"
means the portion of the profits derived from
contracts with the Departments and subcon-
tractg which is determine in accordanco
with this section to be excessive. In doter-
mining excessive profits there shall be telon
into consideration the following factors:

(i) efficiency of contractor, with particular
regard to attainment of quantity and quality
prcduction, reduction of costs and economy
in the use of materials, facilities, and man-
power;

(11) reasonableness of costs and profits,
with particular regard to volume of produc-
tion, normal pre-war earnings, and comnpari-
son of war and peacetime products;

(iII) amount and source Qf public and
private capital employed and not worth;

(iv) extent of risk assumed,'includilng the
risk incident to reasonable pricing policies:

(v) nature and extent of contribution to
the war effort, including inventive and do-
velopmental contribution and cooperation
with the Government and other contractors
In supplying technical assistan o:

(vi) character of* business, -',uding com-
plexity of manufacturing technique, char-
acter and extent of subcontracting, and rate
of turn-over;

(vii) such other factors the consideration
of which the public Interest and fair and
equitable dealing may require, which factors
shall be published in the regulations of the
Board from time to time Ea adopted,

"(B) The term "profits derived from con-
tracts with the Departments and subeon-
tracts" means the excess of the amount re-
ceived or accrued under such contracts and
subcontracts over the costs paid or incurred
with respect thereto. Such costs shall be de-
termined in accordance with the method of
cost accounting regularly employed by the
contractor in keeping his books, but if no
such method of cost accounting has boon em-
ployed, or if the method so employed does
not, in the opinion of the Board or, upon
redetermination, in the opinion of The Tax
Court of the United States properly reflect
such costs, such costs shall be determined In
accordance with such method as in the opin-
ion of the Board or, upon redetermination,
in the opinion of The Tax Court of the United
States does properly reflect such costs, Irre-
spective of the method employed or prescribed
for determining such costs, no Itern of cost
shall be charged to any contract with a De-
partment or subcontract or used in any mnn-
nor for the-purpose of determining ouch cot,

1040
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to the extent that in the opinion of the
Board or, upon redetermination, in the opin-
ion of The Tax Court of the United States.
such item is unreasonable or not properly
chargeable to such contract or subcontract.
Notwithstanding any other provisions of this
section, all Items estimated to be allowable
as deductions and exclusions under Chapters
1 and 2Z of the Internal Revenue Code
(excluding taxes measured by income) shall.
to the extent allocable to such contracts aid
subcontracts (or, in the case of the recom-
putation of the axortization deduction, allo-
cable to contracts with the Denartments and
subcontracts), be allowed as items of cost, but
in deterninmg the amount of excessive
profits to be eliminated proper adjustment
shall be made on account of the taxes no ex-
cluded, other than Federal taxes, which are
attributable to the portion of the profits
which are not excessive.

(C) Notwithstanding any of the provisions
of this section to the contrary, no amount
shall be allowed as an item of cost (i) by
reason of a recomputation of the amortiza-
tion deduction pursuant to section 124 (d)
of the Internal Revenue Code until after such
recomputation has been made in conimection
with a determination of the taxes imoosed
by Chapters 1, 2A, 23, 2D, and 2E of the
Internal Revenue Code for the fiscal year to
which the excessive profits determined by
the renegotiation are attributable or (i) by
reason of the application of a carry-over or
carry-back under any circumstances. The
absence of such a recomputation of the amor-
tization deductions referred to in clause (1)
above shall not constitute a cause for post-
poning the making of an agreement, or the
entry of an order, determining the amount of
excessive profits, or for staying the elimina-
tion thereof.

(D) Notwithstanding any of the provisions
of subsection (a) (4) of this section to the
contrary, in- the case of a renegotiation which
is made prior to such recomputation, there
shall be repaid by the United States (without
interest) to- the contractor or subcontractor
after such recomputation the amount of a
net renegotiation rebate computed in the fol-
lowing described manner. There shall first
be ascertained the portion of the excessive
profits determined by the renegotiation which
is attributable to the fiscal year with respect
to which a net renegotiation rebate is claimed
by the contractor or subcontractor (herein-
after referred to as "renegotiated year").
There sbal then be ascertained the amount
of the gross renegotiation rebate for the rene-
gotiated year, which amount shall be an al-
locable part of the additional amortization
deduction which s allowed for the renegoti-
ated year upon the recomnutation made pur-
suant to section 124 (d) of the Internal Reve-
nue Code in connection with the determina-
tion of the taxes for such year -and wvhich is
attributable to contracts with the Depart-
ments and subcontracts, except that the
amount of the gross renegotiation rebate
shall not exceed the amount of excessive
profits eliminated for the renegotiated year
pursuant to the renegotiation. The alloca-
tion of the additional amortization deduction
attributable to contracts with the Depart-
ments and subcontracts, and the allocation
of the additional amortization deduction to
the renegotiated year shall be determined in
accordance with regulations prescribed by
the Board. There shall then be ascertained
the amount of the contractor's or subcon-
tractor's Federal tax benefit from the rene-
gotiaiton for the renegotiated year. Such
Federal tax benefit shall be the amount by
which the taxes for the renegotiated year un-
der Chapters 1, 2A, 23, 2D, and 2Z of the In-
ternal Revenue Code were decreased by rea-
son of omitting from gross income (or by
reason of the application of the provisions of
section 3806 (a) of the Internal Revenue Code
'with respect to) that portion of the xcessive
profits for the renegotiated year which is
equal to the amount of the gross renegotia-

tion rebate. The amount by which the gro:3
renegotiation rebate for the rencgotiated ye-r
.exceeds the amount of the contractor's or
subcontractor's Federal tax benefit from the
renegotiation for such year shall be the
amount of the net rencgotlation rebate for
such year.

(5) The term "sul:contract" means-
(A) Any purchrce order or agreement to

perform all or any part of the wor!:. or to
make or furnish any article, requircd far the
performance of any other contract or Guiizon-
tract, but such term does not include any
purchase order or cgrcement to furnish ofi:
supplies; or

(B) Any contract or arrang-ement other
than a contract or arrangement between two
contracting parties, one of which partIes Is
found by the Board to be a bona Ilde excecu-
tive officer, partner, or full-time cmployss
of the other contracting party, (i any
amount payable under which IS contijigant
unon the procurement of a contract or con-
tracts with a Department or of a subcontract
or subcontracts, or dctermined with reference
to the amount of such a contract or aubcon-
tract or such contract- or subcontract. or
(i) under which any part of the services per-
formed or to be performed consist of the
soliciting, attempting to prccure, or proctr-
Ing asontract or contracts with a Department
or a subcontract or rutcontracts: Prorled,
That nothing in this centence shall be con-
strued (1) to affect in any ray the validity or
construction of prvisL!ons in any contract
with a D:partment or any cubcontract, here-
tofore at any time or hereafter made, pro-
hibiting the payment of contingent fees or
commissions; or (2) to rcztrlct in anyway the
authority of the Secretary or the Bcard to
determine the nature or amount of telling
E-penses under subcontracts as defined in
this subparagraph, as a proper element of
the contract price or as a reimburzable item
of cost, under a contract with a Department
or a subzontract.

(6) The term "article" includes any mate-
rial, part, na'embly. machinery, equipment,
or other perzonol property.

(7) The term "standard commercial arti-
cle" means an articl-

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

(B) which is Identical in every material
respect with an article which Is manufac-
tured and sold, as a competitive product, by
more than one manufacturer, or which L an
article of the same ind and having the
name use or uses as an article mnnufactured
and sold, as a competitive product, by more
than one manufacturer, and

(C) for which a maximum price has ben
established and is in effect under the Emer-
gency Price Control Act of 19-12, as amended,
or under the Act of October 2, 1942, entitled
"An Act to amend the Emergency Price Con-
trol Act of 1942, to aid In preventing Infla-
tion, and for other pUrpo:c3" or which is cold
at a price not In excez of the January 1, 1041,
selling price.

An article made In whole or In part of ubszt-
tute materials but otherwise Identical In
every material respect with the article with
which it is compared under cubparagraphs
(A) and (B) shall be considered as Identical
in every material respect with such article
with Which it Is so compared.

(8) The terms "&cal year" mcans the
taxable year of the contractor or cubcon-
tractor under Chapter 1 of the Internal
Revenue Code.

(9) The terms "received or accrued" and
"paid or incurred" shall be construed accord-
Ing to the method of accounting employed
by the contractor or subcontractor In keep-
ing his books.

IRR 801.1]

§ 1G03 C1-2 Sec. 403 (b)

Sublcut to s--- ccton (1), the SecretZry of
each Department is authorzed and direnced
to insert In cach contract made by such
Department thirty days or more after the
dae of the Cractment of the Revenue Act
of 1M.3 and involving an estirmatd am=unt
of more than l03,0010, a provLfon under
uhich the contractor agrc'2--

(1) to tha elimination of exceutire profits
through renegotiaton;

(2) that there may be retained by the
United States from amounts othertrkz due
the con--actor, or that he wl rczy to the
United States, if paid to him, any excess-ive
profits;

(3) that he will incet In each s itontraat
dcribcd In cubsction (a) (5) (A) invalv-
In- an m-timated amount of more than 01C,-
C02, and In each Gubcontmact describzd in
sub:etion (a) (5) 13) Involving an e.ti-
mated amount of more than *25,CJ0, - pro-
vision under which the subcontractor
c.gree-.

CA) to the elimination of excessive pzofits
through rencgotfatlon;

(B) that there may be retained by the
contractor for the United States from
amounts otherwi-se due the -uzontractor,
or that the cubcontractor will repay to the
United States, if paid to him, any cmsive
profits;

(C) that the contractor shall be releved
of all liability to the cubcontractor on ac-
count of any amount co retained, or so
rc:,aid by the eubzontractor to the United
States;

(D) that he will Insert in ech sub-ontract
dc:crIbed in subsTction (a) (5) (A) lnvo..v-
In' an catimated amount of more than
0109,Mro, and In each subcontract dezcribed
In cubsecton (a) (5) (E) Involving an esti-
mtcd amount of more than $25,039, pz v-
sion3 coresponding to tho:e of subpara-
grUph (A), (B). and (C) and to thos of
this ubpar aznh;

(-) that there may be retained by the
United State from amounts other-ise due
the contractor, or that he vl repay to the
United States, as the Se=etary may direct,
any amounts which under paragraph (3)
(B) the contractor Is directed to v:ithhold
from a subcontractor and which am actualy
unpaid at the time the contractor re vaa
such dirc:tion.

The obllatfonm assumed by the contractor
or subcontractor under paaraph (1) or JS)
(A), as the case may be, agreeing to the
ellination of excossive profits through re-
ne-ot a tin .hall be binding on him only if
the contract or subcontract, as the case may
be, is nubject to subsection (c). A prov!sion
ine.rtcd In a contract or subcontract, w-hica
xcitcs In substance that the contract or sub-
contract shall be deemed to contain all the
provi.,Iais required by this subsection shall
b2 suf f.cent compliance with this subsection.
VWbether or not there t, Inzerted in a con-
tract with a Department or subcontract, to
which subsectlon (c) is applicable, the pro-
vs.ons cpmcfL-d In this subsection, such con-
tract or rubcontract, as the case may be, sh-77
be considered as having been made subact
to such subsection in the came manner and
to the came extent as If such provisions had
been hi-erted.

ERR 801.2]

§ 1608,801-3 Sec. 403 (c)
(1) Whenever, in the opinion of the Board,

the amounts received or accrued under con-
tract, with the Departments and subcon-
tracts may reflect excessive profits, the Board
shall give to the contractor or subcontraator,
a- the case may be, reazonable notice of the
time and place of a conference to be held
with re:pect thereto. The mailin3 of su-ch
notice by reZistered mall to the contractor oz
subcontr-actor chall constitute the ca-
mencement of the ren-otiation proceEdtng.
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At the conference, which may be adjourned
from time to time, the Board shall endeavor
to make a final or other agreement with the
contractor or subcontractor with respect to
the elimination of excessive profits-received
or accrued, and with respect to such other
matters relating thereto as the Board deems
advisable. Any such agreement, if made,
may, with the consent of the contractor or
subcontractor, also include provisions with
respect to the elimination of excessive profits
likely to be received or accrued. If the-Board
does not make an agreement with respect to
the elimination of excessive -profits received
or accrued, it shall issue and enter an order
determining the amount, if any, of such ex-
cessive profits, and forthwith give notice
thereof by registered mail to the contractor
or subcontractor. In the absence of the fil-
ing of a petition with The Tax Court of the
United States under the provisions of and
within the time limit prescribed in sub-
section (e) (1), such order shall be final and
conclusive and shall not be subject to review
or redetermination by any court or other
agency. The Board shall exercise its powers
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 subcontractor
under contracts with the Departments and
subcontracts, and not separately with respect
to amounts receiyed or accrued under sep-
arate contracts with the Departments or sub-
contracts, except that the Board may exercise
such powers separately with respect to
amounts received or accrued by the con-
tractor or subcontractor under any one or
more separate contracts with the Depart-
ments or subcontracts at the request of the
contractor or subcontractor. Whenever the
Board makes a determination with respect to
the amount of excessive profits, whether such
determination is made by order or is em-
bodied in an agreement with thecontractor
or subcontractor, it shall, at the request of
the contractor or subcontractor, as the case
may be, prepare and furnish such contractor
or subcontractor with a statement of such
determination, of the facts used as a basis
therefor, and of its reasons for such deter-
mination. Such statement shall not be used
in The Tax Court of the United States as
proof of the facts or conclusions stated
therein.

(2) 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 di-
rect the Secretaries or any of them to elimi-
nate such excessive profits (A) by reductions
in the amounts otherwise payable to the con-
tractor under contracts with the Depart-
ments, or by other revision of their terms; or
(B) by withholding from amounts otherwise
due to the contractor any amount of such ex-
cessive profits; or (C) by directing a con-
tractor to withhold for the account of the
United States, from amounts otherwise due
to a subcontractor, any amount of such ex-
cessive profits of such subcontractor; or (D)
by recovery from the contractor, through re-
payment, credit, or suit any amount of such
excessive profits actually paid to him; or (E)
by any combination of these methods, as is
deemed desirable. Actions on behalf of the
United States may be brought in the appro-
priate courts of the United States to recover
from the coitractor any amount of such ex-
cessive 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 excessive profits there-
on. Each contractor and subcontractor is
hereby indemnified by the United States
against all claims by any subcontractor on
account of amounts withheld from such sub-
contractor pursuant to this paragraph. AlL

money recovered in respect of amounts paid
to the contractor from appropriations from
the Treasury by way of repayment or suit un-
der this subsection shall be covered into the
Treasury as miscellaneous receipts. Upon the
withholding of any amount of excessive prof-
its or the crediting of any amount of exces-
sive profits against amounts otherwise due a
contractor, the Secretary shall certify the
amount thereof to the Treasury and the ap-
propriations of his Department shall be re-
-duced 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.x 'In eliminating exces-
sive profits the Secretary shall allow the con-
tractor or subcontractor credit for Federal
income and excess profits taxes as provided

,in section 3806 of the Internal Revenue Code.
For the purposes of this paragraph the term
"contractor" Includes a subcontractor.

(3). No proceeding to determine the
amount of excessive profits shall dee 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 requftred under
paragraph (5) is filed with the Board, which-
ever is the later, and if such proceeding Is
not so commenced, then upon the expiration
of one year following the close of sucl~fiscal
year, or one year following the date upon
which such statement is so filed, whichever
is the later, all liabilities of the contractor or
subcontractor for excessive profits received
or accrued during such fiscal year shall there-
upon be discharged, If an agreement or order
determining the amount of excessive profits
is not made within one year following the
commencement of the renegotiation pro-
ceeding, then uponl the expiration of such
one year all liabilities of the contractor or i
subcontractor for excessive" profits with re-
spect to which such proceeding was com-
menced shall thereupon be discharged, ex-
cept that (A) if an order is made within
such one year by the Secretary (or an officer
or agency designated by the Secretary) pur-
suant to a delegation of authority under sub-
section (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 agreement.

(4) For the purposes of this section the
Board may make final or other agreements
with- a contractor or subcontractor for the
elimination of excessive profits and for the
discharge of any liability for excessive profits
under this section. Such agreements may
contain such terms and conditions as the
Board deems advisable. Any such agreement
shall be conclusive according to its terms;
and except upon a showing of fraud or mal-
feasance or a willful misrepresentation of a
material fact, (A) such agreement shall not
for the purposes of this section be reopened
as to the matters agreed upon, and shall not
be modified by any officer, employee, or agent
of the United States, and (B) such agree-
ment and any determination made in ac-
cordance therewith shall not be annulled,
modified, set aside, or disregarded in any suit,
action, or proceeding.

(5) (A) Every contractor and subcontrac-
tor who holds contracts or subcontracts, to
which the provisions of this subsection are
applicable, shall, in such form and detail as
the Board may by regulations prescribe, 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 financial
statement setting forth such information as
the Board may by regulations prescribe as
necessary to carry out this section. In addi-
tion to the statement required under the pre-

1%ee § 1608.801-14.

ceding sentence, every such contractor or sub-
contractor shall, at such time or times and
in such form and detail as the Board may by
regulations prescribe, furnish the Board any
infortfation, records, or data which is de-
termined by the Board to be necessary to carry
out this section. Any person who willfully
fails or refuses to furnish any statement, in-
formation, records, or data required of them
under this subsection, or who knowingly fur-
nishes any such statement, information, rec-
ords, or data containing information which Is
false or misleading in any material respect,
shall, upon conviction thereof, be punished
by a fine of not more than $10,000 or Impris-
onment 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 subcontrac-
tor that any aglncy designated by the Presi-
dent to exercise the powers conferred by
Title XIII of the Second War Powers Act,
1942, has with respect to any contractor to,
whom such title is applicable. In the inter-
est of economy and the dvoidance of dupli-
cation of inspection and audit, the services
of the Bureau of Internal Revenue shall,
'pon-request of the Board and the approval
of the Secretary of the Treasury, be made
-vallable to the extent determined by the
Secretary of the Treasury for the purpose of
making examinations and audits under this
section.

(6) This subsection shall be applicable to
all contracts and subcontracts, to the extent
of amounts received or accrued thereunder
in any fiscal year ending after June 30, 1043,
whether such contracts or subcontracts were
made on, prior to, or after the date of the
enactment of the Revenue Act of 1043, and
whether or not such contracts or subeon-
tracts contain the provisions required under
subsection "(b), unless (A) the contract or
subcontract provides otherwise pUrsUaht to
subsection (i), or is exempted under subsec-
tion (i), or (B) the aggregate of the amounts
received or accrued in such fiscal year by the
contractor or subcontractor and all persons
under the control of or controlling or under
common control with the contractor or sulb-
contractor, under contracts with the Depart-
ments and subcontracts (including those de-
scribed in clause (A), but excluding subcon-
tracts described in subsection (a) (5) (B))
do not exceed $500,000 and under subcon-
tracts described in subsection (n) (6) (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
fractional part thereof for the purposes of
this paragraph.

ERR 801.3]

§ 1608.801-4 Sec. 403 (d)

(1) There is hereby created a War Contracts
Price Adjustment Board (in this sectioln
called the "Board"), which shall consist of
six members. One of the members shall be
an officerior employee of the Department of
War and shall be appointed by the Secretary
of War, one shall be an officer or employee
of the Department of the Navy and shall be
appointed by the Secretary of the Navy, one
shall be an officer or employee of the D~art-
ment of the Treasury and shall be appointed
by the -Secretary of the Treasury, one shall
be an oficer or employee of the United States
Maritime Commission or the War Shipping
Administration and shall be appointed Joint-
ly by the Chairman of the United States
Maritime Commission and the Administrator
of the War Shipping Administration, one
shall be an officer or employee of the Re-
construction Finance Corporation and shall
be appdinted by the Chairman of the board
of directors of the Reconstruction Finance
Corporation, and one shall be an officer or
employee of the War Production Board and
shall be appointed by the Chairman of the
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War Production Board. The members of the
Board shall not receive additional compensa-
tion for service on the Board but shall be
allowed and paid necessary travel and sub-
sutence expenses (or a per diem In lieu
thereof) while away from their official station
on duties of the Board. They s~all elect a
chairman from among their members. The
Board shall have a seal which shall be ju-
dicially noticed.

(2) The principal office of the Board shall
be in the District of Columbia. but it or any
division thereof may meet and exercise its
powers at any other place within the United
States. The Board may establish such nun-
ber of field offices throughout the United
States as it deems necessary to expedite the
work of the Board. Four members cf the
Board shall constitute-a quorum, and any
power, function, or duty of the Board may
be exercised or performed by a majority of
the members present if the members present
constitute at least a quorum.

(3) The Board is authorized. sublect to the
elvil-service laws and the Classification Act
of 1923, as amended, to employ and fix the
compensation of such officers and employees
as it deems necessary to assist it in carrying
out its duties under this section. The Board
may, with the consent of the head of the
Department, agency, or instrumentality of
the United States concerned, utilize the serv-
ices of any officers or employees of the United
States, and reimburse such Department.
agency, or instrumentality for the services so
utilized.

(f) The Board may delegate in whole or In
part any power, function, or duty to the Sec-
retary of a Department, and any power, func-
tion, or duty so delegated may be delegated
in whole or in part by the Secretary to such
officers or agencies of the United States as he
may designate, and-he may authorize suc-
cessive redelegations of such powers, func-
tions, and duties.

(5) The chairman of the Board may from
time to time divide the Board into divisions
of one or more members, assign. the members
of the Board thereto, and in case of a divi-
sion of more than one member, designate
the chief thereof. The Board may also. by
regulations or otherwise, determine the char-
acter of cases to be conducted initially by
the Board through an officer or officers of. or
utilized by, the Board, the character of cases
to be conducted initially by the various offi-
cers and agencies authorized to exercise
powers of the Board pursuant to paragraph
(4), the character of cases to be conducted
initially by the various divisions of the
Board, and the character of cases to be con-
ducted initially by the Board Itself. The
Board may review any determination by any
such officer, agency, or'division on its own
motion, or in its discretion at the request
of any contractor or gubcontractor aggrieved
thereby. Unless the Board upon its own
motion initiates a review of such determina-
tion within 60 days from the date of such
determination, or at the request of the con-
tractor or subcontractor made within 60 days
from the date of Such determination initiates
a review of such determination within 60
days from the date of such request, such de-
termination shall be deemed the determina-
tion of the Board. Upon any review by the
Board the Board may determine as the
amount of excessive profits an amount either
less than, equal to, pr greater than that de-
termined by the officer, agency, or division
whose action is so reviewed.

ERR 801.41

§ 1608.801-5 See. 403 (e)

(1) Any contractor or subcontractor ag-
grieved by an order of the Board determining
the amount of excessive profits received or
accrued by such contractor or subcontractor
may, within ninety days (not counting Sun-
day or a legal holiday in the District of Co-
lumbia as the last day) after the maillng of
the notice of such order under subsection (c)

(1), file a petition with The Tax Court of the
United States for a redetermination thereof.
Upon such filing such court shall have exclu-
sive jurisdiction. by order, to finally deter-
mine the amount, If any. of such exce ivo
profits received or accrued by the contractor
or subcontractor, and such determination
shall not be reviewed or redetermined by any
court or agency. The court may determine
as the amount of excesive profits an amount
either less than. equal to. or greater than that
determined by the Board. A proceeding be-
fore the Tax Court to finally determine the
amount, If any, of xce=ive profit- chall not
be treated as a proceeding to review the de-
termination of the Board, but shall be treated
as a proceeding de noro. For the purpoze3
of this subsection the court shall have the
same powers and duties, incofar as applicable,
In respect of the contractor, the iubzontrac-
tor, the Board and the Secretary, and in re-
spect of the attendance of wltneses and the
production of papers, notica of hearingp,
hearinbs before divisions, review by the Tax
Court or decisions of divisions, stenoarapbi
reporting, and reports of proceedings as such
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 deficlency. In
the case of any wltness for the Board or Sec-
retary, the fees and mileage, and the ex-
penses of taking any deposition shall be paid
out of appropriations of the Board or Dpart-
ment available for that purpo:e, and in the
case of anyotherwitncses.shall be paid. sub-
jcct to rules prescribed by the court, by the
party at whose Instance the witness appears
or the deposition Is taken. The filing of a
petition under this subsection shall not oper-
ate to stay the execution of the order of the
Board under subsection (c) (2).

(2) Any contractor or subcontractor (ex-
cluding a subcontractor described In sub=c-
tion (a) (5) (B)) aggrieved by a determina-
tion of the Secretary made prior to the date
of the enactment of the Revenue Act of 1913,
with respect to a fiscal year ending before
July 1, 1943,.as to the existence of excesivo
profits, which Is not embodied In an agrce-
ment with the contractor or subcontractor
may. within ninety days (not counting Sun-
day or a legal holiday in the District of Co-
lumbla as the last day) after the date of the
enactment of the Revenue Act of 1943. file a
petition with The Tax Court of the United
States for a redetermination thereof, and any
such contractor or subcontractor aggrieved
by a determination of the Secretary made on
or after the date of the enactment of the
Revenue Act of 1943, with resp.ct to any such
fiscal year, as to the existence of excessivo
profits, which Is not embodied In an agree-
ment with the contractor or subcontractor
may"within ninety days (not counting Sun-
day or a legal holiday in the District of Co-
lumbia as the last day) after the date of such
determination, file a petition with The Tax
Court of the United States forredetermination
thereof. Upon such filing such court shall
have the same jurlsdiction, powers, and
duties, and the proceedings chall be subjLct
to the same provisions, as In the cao of a
petition filed with the court under paragraph
(1), except that the amendments mad to
this section by the Revenue Act of 1943 which
are not made applicable as of April 28, 142,
or to fiscal years ending before July 1, 143,
shall not apply.

IRR 801.5]

§ 1608.801-6 See. 403 (1)
For reprlcing of war contracts, ce Title

VIII of the Revenue Act of 1943.

ERR 801.6]

§ 1608.801-7 .ce. 403 (g)
If any provision of this sectlon or the ap-

plication thereof to any perzon or circum-
stance Is held invalid, the remainder of the
section and the application of such provislon

to other persons or circum-tance3 shall not
be affected thereby.

[ER 801.71
§ 1608.01-8 See. 403 (W)
ThIs cectlon shall apply only with rezp:ct

to profit- derived from contracts with the D_-
partments and subcontracts which are at-
tributable to performance prior to the tcr-
mination date. For the purposza of this sub-
sectlon-

(1) The profits derived from any contract
vith a D2partment or subcontract hicl
shall be deemed "attributable to parform-
ance prior to the termination date" shall
be-

(A) in the cace of any contract or subcon-
tract the performance of which requires more
than 12 months, or In the case of any con-
tract or subcontract with respect to which the
powers of the Board are exercised separately
pursuant to subsction (a) (1) rather than
on a fiscal-year basis, the portion of the
profits so derived which I- determined by
the Board to be equal to the =me percentage
of the total profits co derived as the per-
centage of completion of the contract prior to
the termination date; and

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

(2) The term "termination date" means-
(A) December 31. 1944: or
(B) If the President not later than Decem-

her 1. 1944, finds and by proclamation de-
clares that competitive conditions have not
been re3tored, such date not later than June
30, 1943, as may be specified by the President
In such prclamatlon as the termination-
date: or

(C) If the President. not later than June
G0. 1943. finds and by proclamation declares
that competitive conditions have been re-
stored as of any date within six months prior
to the Isuancea of such prcclamation, the
date as of which the Preside' in such proc-
lamatfon declares that competitive condi-
tions have bean restored;

except that In no event shall the tarmirstian
date extend beyond the date procjleffel ty
the Preident as the date of the termmnati=
of hostiltIes In the present war, or th dae
Ccciflcd in a concu-rent resoluti a cf tha
two Houses of Congres as the date- of -usie
tCrminaton, whichever is the earlr.

[RR 01.8]

§ 1608.801-9 Sce. 403 (M.
(1) The provisions of this section shall not

apply to-
(A) any contract by a Department with

any other department, bureau, agency, or
Fovernmental corporation of the Unitedt
States or with any Territory, poszsezson, or
State or any agency thereof or rith any
foreIgn government or any agency thereof; or

(B) any contract or subcontract for the
preduct of a mine, oil or gas well, or Other
mineral or natural depesit, or timber, which
has not been procced, refined, or treated
beyond the firlst form or state suitable for
Industrial u=: or

(C) any contract or subcontract for an
agricultural commcdlty In its raw or natural
state, or if the commodity Is not customarily
cold or has not an cstablished market in its
raw or natural state, In the first form or
state, beyond the raw or natural state in
which It is customarily sold or In -h.ch it
bas an established market. The term "agri-
cultural commodity" as uzed herein shall In-
clude but chall not be limited to-

(1) commcdities resulting from the culti-
vatlon of the soil such as grains of all kinds,
fruits, nuts, vegetable, hay, straw, cotton, -
tobacco, sugar cane,'and sugar bcats;

(U1) natural resins, raps and gums of trees
(111) animals such as cattle, hogs, poultry,

and heep, fish and other marine life, and
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the produce of live animals, such as wool,
eggs, milk and cream; or

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

(E) any contract with a Department,
awarded as a result of competitive bidding,
for the construction of any building, struc-
ture, improvement, or facility; or

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

(2) The Board is authorized by regulation
to interpret and apply the exemptions pro-
vided for In paragraph (1) (A), (B), (C),
(E), and (F) and interpret and apply the
definition contained in subsection (a) (7).

(3) In the case of a contractor or subcon-
tractor who produces or acquires the prod-
uct of a mine, oil or gas well, or other min-
eral or natural deposit, or timber, and proc-
esses, refines, or treats such a product to and
beyond the first- form or state suitable for
industrial use, or who produces or acquires
an agricultural product and processes, re-
fines, or treats such a product to and beyond
the first form or state in which it is cus-
tomarily sold or in which it has an estab-
lished market, the Board shall prescribe such
regulations as may be necessary to give such
contractor or subcontractor a cost allowance
substantially equivalent to the amount
which would have been realized by such con-
tractor or subcontractor if he had sold such
product at such first form or state. Not-
withstanding any other provisions of this
section there shall be excluded from consid-
eration in determining whether or not a con-
tractor or subcontractor has received or ac-
crued excessive profits that portion of the
profits, derived from contracts with the De-
partments and subcontracts, attributable to
the increment in value of the exces inven-
tory. For the purposes of this paragraph the
term "excess inventory" means inventory of
products, hereinbefore described in this para-
graplc, -cquir~tt-5y the contractor or subcon-

trgblo~lii Hldrm or at the state in which
l~o~fi ti fo? sfich products on hand or on
Icotri'fcVIWould be* exempted from this sec-
tIOAV li,-ubsedtion (1) (1) (B) or (C), which
Is in excess of the Inventory 'reasonably nec-
esEo tojfui4flll existing contracts or orders.
That portion of the profits, derived from
contracts with the Departments and subcon-
tracts, attributable to the increment in value
of the excess inventory, and the method" of
excluding such portion of profits from con-
sideration in determining whether or not the
contractor or subcontractor has received or
accrued excessive profits, shall be determined
in accordance with regulations prescribed by
the Board. In the case of a renegotiation
with respect to a fiscal year ending prior to
July 1, 1943, the portion of the profits, de-
rived from contracts with the Departments
and subcontracts, attributable to the incre-
ment In value of the excess inventory shall
(to the extent such portion does not exceed
the excessive profits determined) be credited
or refunded to the contractor or subcontrac-
tor, and in case the determination of ex-
cessive profits was made prior to the date of
the enactment of the Revenue Act of 1943,
such credit or refund shall be made notwith-
standing such determination is embodied in
an agreement with the contractor or subcon-
tractor, but in either case such credit or xe-
fund 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.

(4) The Board is authorized, in its discre-
tion, to exempt from some or all of the pro-
visions of this section-

(A) any contract or subcontract to be per-
formed outside of the territorial limits of the
continental United States or In Alaskar

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

(C) any contract or subcontract or per-
formance thereunder during a specified pe-
riod or periods, if in the opinion of the Board,
the provisions of the contract are otherwise
adequate to prevent excessive profits;

(D) any contract or subcontract for the
making or furnishing of a standard com-
mercial article, if, in the opinion of the
Board, competitive conditions affecting the
sale of such article are such as will reason-
ably protect the Government against exces-
sive prices;

(E) any contract or subcontract, If, In the
opinion of the Board, competitive conditions
affecting the making of such contract or sub-
contract are such as are likely to result in
effective competition with respect to the
contract or subcontract price; and

(F) any subcontract or group of subcsn-
tracts not otherwise exempt from the provi-
sions of this section, if, In the opinion of
the Board, it is not administratively feasible
in the case of such subcontract or In the case
of such group of subcontracts to determine
and segregate the profits attributable to such
subcontract or group of subcontracts from
the profits attributable to activities not sub-
ject to renegotiation.

The Board may so exempt contracts and
subcontracts both individually and by gen-
eral classes or types.

[RR 801.91

§ 1608.801-10 See 403 (1)

Nothing in sections 109 and 113 of the
Criminal Code (U. S. C., title 18, sees. 193
and 203) or in section 190 of the Revised
Statutes (U. S. C., title 5, sec. 99) shall be
deemed to prevent any person by reason of
service in a Department or the Board dur-
ing the period (or a part thereof) beginning
May 27, 1940, and ending Ix months after
the termination of hostilities in the present
war, as prcclaimed by the President, from
acting as counsel, agent, or attorney for
prosecuting any claim against the United
States: 'Provided, That such person shall not
prosecute any claim against the United
States (1) involving any subject matt93 dl-
rectly connected with which such person
was so employed, or 2) during the period
such person is engaged in employment in a
Department.

ERR 801.101

§ 1608.801-11 "Sec. 403 (W)
Nothing in this section shall be construed

to limit or restrict any authority or discre-
tion of the Secretary of a Department under
the provisions of any other law.

ERR 801.11)

§ 1608.801-12 Sec. 403 (1)

This section may be cited as the "Renego-
tiation Act."

ERR 801.121

§ 1608.801-13 Effective date of section
403. Section 701 (d) of the Revenue
Act of 1943 provides:

The amendments made by subsection (b)
shall be effective only with respect to the
fiscal years ending after June 30, 1943, ex-
cept that -(1). the amendments inserting

subsections (a) (4) (0), (a) (4) (D), (1)(1) (C). (1) (1) (D), (1) (1) (r), (1) (3),

and (1) in section 403 of the Sixth Supple-
mental National Defense Appropriation Act,
1942, shall be effective as If such amend-
ments andsubsections had been a part of
section 403 of such Act on the date of its
enactment, and (2) the amendments adding
subsection (d) and (c) (2) to section i03 of
such Act shall be effective from the date of
the enactment of this Act.

ERR 801.13)

§ 1608.801-14 Military Appropriation
Act, 1945. Section 23 of the Military Ap-
propriation Act, 1945, states as follows:

The application to the requirements of the
War Department by "the reappropriation of
unexuended balances of prior years shall be
deemed to be a compliance with so much of
paragraph (2) of subsection (o) of section
403, as amended, of the Sixth Supplemental
National Defense Appropriation Act, 1942, as
reads: "Upon the withholding of any amount
of excessive profits or the crediting of any
amount of excessive profits against amounts
otherwise due a contractor, the Secretary
shall certify the amount thereof to the Treaa-
ury and the appropriations of his Department
shall be reduced by an amount equal to the
amount so withheld or credited. The
amount of such reductions shall be trans-
ferred to the surplus fund of the Treasury."

ERR 801.141

§ 1608.802 Section 3806 o1 the In-
ternal Revenue Code (as amended by
section 701 (c) of the Revenue Act of
1943. Sec. 3806. Mitigation of effect of
renegotiation: of war contracts or dia-
allowance of reimbursement.

ERR 8021
§ 1608.802-1 Section 3806 (a), re-

duction for prior taxable year
(1) Excessive profits eliminated for prior

taxable year. In the case of a contract with
the United States or any agency thereof, or
any subcontract thereunder, which Is made
by the taxpayer, if a renegotiation is made
in respect of such contract or subcontract
and an amount of excessive profits received
or accrued under such contract or subcon-
tract for a taxable year (hereinafter referred
to as "prior taxable year") is eliminated and,
in a taxable yea; ending after December 81,
1941, the taxpayer is required to pay or re-
pay to the United States or any agency there-
of the amount of excessive profits eliminated
or the amount of excessive profits eliminated
is applied as an offset against other amounts
due the taxpayer, the part of the contrae
or subcontract price which was received or
Was accrued for the prior taxable year shall be
reduced by the amount of excessive profits
eliminated. For the purposes of this oec-
tion-

(A) The term "renegotiation" Includes any
transaction which Is a renegotiation within
the meaning of Section 403 of the Sixth
Supplemental National Defense Appropria-
tion Act (Public 628, 77th Cong,, 2d Sem.)
or such section, as amended, any modifica-
tion of one or more contracts with the United
States or any agency theqeof, and any agree-
ment with the United States or any agency
thereof in respect of one or jnoro such con-
tracts or subcontracts thereunder,

(B) The term "excessive profits" Includes
any amount which constitutes excessive
profits within the meaning assigned to such
term by subsection (a) of Section 403 of the
Sixth Supplemental National Defense Appro-
priation Act (Public 628, 77th Cong,, 2d
Seas.), as amended, any part of the contrct
price of a contract with the United States
or any agency thereof, any part of the sub-
contract price of a subcontract under such a

1044
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contract, and any profits derived from one
or more such contracts'or subcontracts.

(C) The term "subcontract" includes any
purchase order or agreement which is a sub-
contract within the meaning assigned to
such term by subsection (a) of Section 403
of the Sixth Supplemental National Defense
Appropriation Act (Public 528, 77th Cong.,
2d Seass.), as amended.

(2) Rsduction of reimbursement for prior
taxable year. In the case of a cost-plus-a-
fixed-fee contract between the United States
or any agency thereof and the taxpayer, if
an item for which tl ' taxpayer has been
reimbursed is disallowed as an item of cost
chargeable to such contract and. in a taxable
year beginning after December 31, 1941. the
taxpayer I. required to repay the United
States or any agency thereof the amount
disallowed or the amount disallowed is ap-
plied as an offset against other amounts due
the taxpayer, the amount of the reimburse-
ment of the taxpayer under the contract for
the taxable year in which the reimburse-
ment for such item was' received or was
accrued (hereinafter referred to as "prior
taxable year") shall be reduced by the
amount disallowed.

(3) Deduction disallowed. The amount of
the payment, repayment, or offset descrlibd
in paragraph (1) or paragraph (2) shall not
constitute a deduction for the year in which
paid or incurred.

(f) ExceptiOn. The foregoing provisions
of this subsection shall not apply in respect
of any contract If the taxpayer shows to the
satisfaction of the Commissioner that a dif-
ferent method of accounting or the amount
of the payment, repayment, or disallowance
clearly reflects income, and in such case the
payment, repayment, or disallowance shall
be accounted for with respect to the taxable
year provided for under such method, which
for the purposes of subsections (b) and (c)
shall be considered a prior taxable year.

ERR 802.11
§ 1638.802-2 Section 3806 (b) Credit

agaznst repayment on account of renego-
tiation or allowance.

(1) General rule. There shall be credited
against the amount of excessive profits eliml-
mated the amount by which the tax for the
prior taxable year under Cliapter 1, Chapter
-2A, Chapter 2B, Chapter 2D, and Chapter 2E,
'Is decreased by reason of the application of
paragraph (1) of subsection (a); and there
shall be credited against the amount dis-
allowed the amount by which the tax for
the prior taxable year under Chapter 1. Chap-
ter 2A, Chapter 2B, Chapter 2D, and Chapter
2E, is decreased by reason of the application
of paragraph (2) of subsection (a).

(2) Special rules as to individuals for 1942
and 1943. In the case of an individual sub-
ject to the provisi6ns of sections 53, 59, and
CO of Chapter 1 and to the provisions of sec-
tion 6 of the Current Tax Payment Act of
1943-

(A) No credit shall be allowed under para-
graph (1) of this subsection for any amount
by which the tax for the taxable year 1942
under Chapter 1 is decreased by the applica-
tion of paragraph (1) or paragraph (2) of
subsection (a). If, contrary to the foregoing
provisions of this-subparagraph, any part of
the amount shown on the return as such
tax for the taxable year 1942 or any part of
an amount assessed as such tax for such year
or as an addition to such tax is credited
against excessive profits eliminated for such
year or against an amount disallowed for such
year, the individual shall pay into the Treas-
ury an amount equal to the amount of such
credit, and if such amount is not voluntarily
paid, the Comtissioner shall, despite the pro-
visions of the Current Tax Payment Act of
1943, collect the same under the usual meth-
ods employed to collect the tax imposed by
Chapter 1. For the purposes of this section

the amount required by this subparmaph to
be paid into the Treasury shall be considered
as an amount of excessive profits eliminated
for the taxable year 19-12, or an amount dis-
allowed for such year, as the eao may b2;
and despite the provisions of the Current Tax
Payment Act of 1943, the payment of such
amount shall not be consldared as payntent
on account of the tax or estimated tax for
the taxable year M03.

(B) In the case of a renegotLation with
respect to the taxable year I42 which is
made after the enactment of the Current
Tax Payment Act of 1013 and prlcr to the
date on which the individual fles his re-
turn for the taxable year 1943 and with
respect to which payment or repayment
of the excessive profits eliminatcd or any
part thereof Is deferred by agreement, if the
amount shown as the tax on the return for
the taxable year 143 reilect the applica-
tion of paragraph (1) of subscctlon (a) with
respect to the taxable year 1942 and is com-
puted In accordance with the provisions of
section 6 of the Current Tax Payment Act
of 1943, there shall be credited against the
cxceslvo profits eliminated for the tuxable
year 1942 the amount by which the cum of
the estimated tax previously paid for the
taxable year 1943 and the payments on ac-
count of the taxable year 1912 vh'ch are
treated as payments on account of the cs-
timated tax for the taxable year 1943, cx-
cecds the amount Ehown Os the tax on the
return for the taxable year 1943: ProrIded,
That the amount allowable as a credit under
the foregoing provisions of this subpara-
graph shall not exceed (1) the amount of
credit of overpayment of tax proldetd for
in the agreement deferring payment or re-
payment of excessive profits ellmlnatcd or
(Hi) the amount of exccssive profits elimi-
nated for the taxable year 1912 which, at
the time the credit Is allowed, have not ben
paid or repaid to the United States or an
agency thereof or applied as an offet against
other amounts due the Individual. If any
credit is allowed under this zubparagraph,
no other credit or refund under the Internal
revenue laws shall be made on account of
the amount so allowcd with re-pect to the
taxable year 1943. Any credit of overpay-
ment of tax allowed purmant to the agree-
ment deferring payment or repayment of
excessive profits eliminated shall be consid-
ered as a credit allowed under this subpara-
graph.

(C) Except as prevented by the provisions
of the foregolng subparagraph (B), there
shall be credited agaLnut the amount of ex-
cessive profits eliminated for the taxable
year 1942 the amcunt by which the tax for
the taxable year 1943 as computed under sec-
tion 6 of the Current Tax Payment Act of
1943 Is decreased by reason of the applica-
tion of paragraph (1) of sub-cection (a) with
respect to the taxable year 1042; and there
shall be credited against the amount disal-
lowed for the taxable year 1942 the amount
by which the tax for the taxable year 1M3
as computed under section 6 of the Current
Tax Payment Act of 1943 Is decreased by
reason of the application of pamraph (2)
of subsection (a) with rcspcct to the taxa-
ble year 1942.

For the purposes of the foregoing provi-
sions of this parag aph, the terms "taxable
year 1042" and "taxable year 1913" shall have
the meanings assigned to them by s:ctlon 6
(g) of the Current Tax Payment Act of 1013.

(3) Credit for barred year. If at the time
of the payment, repayment, or offct de-
ecribed In paragraph (1) or p=raph (2)
of subsection (a), refund or credit of tax
under Chapter 1, Chapter 2A, Chapter LB,
Chapter 2D, or Chapter 2E. for the prior tax-
able year, is prevented (except for the pro-
visions of Sectlon 3C01) by any provision of
the internal-revenue laz other than SEc-
tion 3761, or by rule of law, the amount by
which the tax for such year under such
chapters Is decreased by'the application of

paragraph (1) or paragranh (2) of subsec-
tion (a) chall be comauted under this para-
graph. There rhal firat be ascertained the
tax previouzly determined for the prior tax-
able year.' The amount of the tax previously
Cetermincd Ehall be the excess of-(I) the
sum of (A) the amount shown as the tax by
the taxpayer upon his return (determined s
provided In ceIon 271 (b) (1) and (3)), if
a return was made by the taxpayer and an
amount was shown as the tax by the tax-
payer thereon, plus (B) the amounts pre-
viously -csced (or collected without as-
essment) as a deilcency, over-(2) the
amount of rebates, as defined In section 271
(b) (2), made. There shall then be ---cr-
taWnd the decrease in tax previously Ce-
termined which results solely from the ap-
pllcation of paragraph (1) or paragrauh (2)
of subsection (a) to the prior taxable year.
The amount co ascertained. together with
any amounts collcoted as additions to the
tax or interest, as a result of paragraph (1)
or paragraph (2) of cubsection (a) not hav-
In. b e n applied to the prior t-"ble year
Ehall b the amount by whch such tax is da-
cre-sed.

(4) Interest. In determining the amount
of the crudit under this cubsectlon no Inter-
e-t nsall ba allowed with respect to the
amount, mcrtalned under paragraph (11 or
paragraph (2): Except that if ntsesS is
char~cd by the United States or the agency
theZLof on azcount of the disallowanca for
any perled before the date of the payment,
repayment, cr offset, the credit sha be In-
cre-sed by an amount equal to interct on
the amount a certaned under either such
paragraph at the same rate and for the
pericd (prior to the date of the payment,
repayment, or offset) as interect is so
charL-ed.

[ER 802.2]

§ 1603.802-3 Section 3S06 c)

Credit in Ie--u of otker credit or refund. If
a crc-lit is allowed under iubsection (b) with
respect to a prior taxable year no other credlt
or refund under the Interpal-evenue laws
founded on the application of subzction (a)
shall. e made on account of the amount al-
lowed with recpect to su:h taxable year. If
the amount allowable as a credl.uniep sub-

'The third centence of sect-con ZMg (b)
(3) w.as amended to read as shbwn in the
text by the Individual Income Tax Act of
1944. sec. 14 (b). The Individual Income
Tax Act of 194, sec. 14 (e) provides as fol-

"The amendment made by subsection (b)
to section 36 (b) (3) of such Code shall,
for the purposes of such section, be applic-
able in the determination of a tax previously
determined only if such tax is for a taxable
year b3inning after December 31, 1942.-

Prior to such amendment by the Indivi-
dual Income Tax Act of 19-4, sac. 14, the third
rentence of IEC, section 3006 (b) (3) read
as follows:

'-The amount of the tax previously de-
termined sall be (A) the tax shown by the
taxayer upon his return for such taxable
year, increased by the amounts previously
ea--d (or collected without asessment) a.
deficlencles, and dacreased by the amounts
previously abated, credited, refunded, or
otherwis repaid in rcsp:ct of such te=; or
(B) If no amount was shown as the tax by
such taxpayer upon his return, or if no re-
turn vm made by such taxpyer, then the
amounts previously assessed (or collected
without asessunent) as daficlencles, but such
amounts previously asseasa.d, or collected
without azsessment, shall be d-reased by
the amounts previously abated. credited, re-
funded, or otherise repaid In respect of
such tax.,

The Individual Income Tax of 144 Is Pub-
lie Law 31G--Mtbh Congress, Chapter 210--
2nd S=eJon.

19!-5
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section (b) exceeds the amount allowed im-
der such zub.=ction, the excess shall, for the
purposes of the internal-revenue laws xelat-
ln. to credit or refund of tax, be treated as
en overpayment for the prior taxable year
which was made at the time the payment,
repayment, or offset was made.

ERR 802.3]

§ 1608.803 Title X1I1 of Second War
PowerS Act, 1942. ERR 803]

§ 1608.803-1 Statutory rpromsor.

SrcoNau WAR PowLss AcT, 1942, Acr or MmcH
27, 1942, P. L. 507

TrrLa xnr -

Src. 1301. The provisions of section 10 (1)
of an Act approved July 2, 1926 (44 Stat.
787; 10 U. S. C. 310 (1)) (giving the Govern-
ment the right to inspect the plant and
audit the books of certain Contractors), shall
app,.,to the plant, books, and records of any
contractor with whom a defense contract has-
bean p-aced at any time after the declaration
of emergency on September 8, 1939, and be-
fore the termination of the present war:
Provided, That, for the purpose of this title,
the term "defense contract" shall mean any
contract, subcontract, or order placed in fur-
therance of the defense or war effort: And
provided further, That the inspection and
audit authorized herein, and the determina-
tion whether a given.contract is a "defense
tontract" as defined above, shall be made by
a governmental agency or officer designated
by the President, or by the Chairman of the
War Production Board.

Syc. 1302. For the purpose of obtaining any
Information or making any inspection or
audit pursuant to section 1301, any- agency
acting hereunder, or the Chairman of the
War Production Board, as the case may be,
may administer oaths and affirmations and
may require by subpena or otherwise the at-
tendance and testimony of witnesses and the
'production of any books or records or any
other documentary or physical evidence which
may beje dee'relevant to the inquiry.-q t , Ee 'S,

Suc td cendtestimony of wtnesses
alii eot i3itin of such books, records,
ol',tler documentary or physical evidence
n .i66 isired at any designated place from
ail ''At , "Territory, or other place subject

to hqi k io of the United States:
-Prov dAediat the production of a person's
books, records, or other documentary evi-
dence shall not be required at any place
other than the place where such person re-
sides or transacts business, if, prior to the
return date specified in the subpena is-
sued with respect thereto, such person fur-
nishes such agency or the Chairman of the
War Production Board, as the case may be,
with a true copy of such 'hooks, records, or
other documentary evidence (certified by
such person under oath to be a true and cor-
rect copy) or enters into a stipulation with
such agency or the Chairman of the War
Production Board, as the case may be, as to
the information contained in such hooks,
records, or other documentary evidence.
Witnesses shall 'he paid the same fees and
mileage that are pald witnesses in the courts
of the United States. No person shall be ex-
cued from attending and testifying or from
producing any books, records, or other docu-
mentary evidence or certified copies thereof
or physical evidence in obedience to -any such
subpena, or in any action or proceeding
which z0ay be instituted under this section,
on the ground that the testimony or evi-
dence, documentary or otherwise, required of
him may tend to incriminate him or subject
him to a penalty or forfeiture; but no indi-
vidual shall be subject to prosecution and
punishment or to any penalty -or forfeiture
'for or on account of any transaction, mat-
ter, or thing concerning which he is .com-
lpelled to testify or produce evidence, docu-
-mentary or otherwise, -after having claimed
his privilege against self-incrimination, ex-

cept that any such individual so testifying
shall not be exempt from prosecution and
punishment for perjury committed in so
testifying. Such agency or the Chairman
of the War Production Board shall not pub-
lish or disclose any information obtained
under this title which such agency or the
Chairman of the War Production Board
deems confidential or with reference to
which a request for confidential treatment
is made by the person. -furnishing such in-
formation, unless such agency or the Chair-
man of the War Production Board deter-
mines that the withholding thereof is con-
trary to the interest of the national defense
and security; and anyone violating this pro-
vision shall be guilty of a felony and upon
conviction thereof shall be fined not exceed-
ing $1,000, or be imprisoned not exceeding two
years, or both.

SEc. 1303. In case of contempt by, or re-
fusal to obey a subpena issued to, any person,
any agency acting hereunder, or the Chair-
man of the 'War Production Board, as the
case may be, may invoke the aid of any court
of the United States within the jurisdiction
of which any investigation or proceeding
under this title is carried on, or where such
person resides or carries on busihess, in re-
quiring the attendance and testimony of
witnesses and the production of books, rec-
ords, or other documentary or physical evi-
dence. And such court may Issue an order
requiring such person to give testimony or
produce any books, records, or other docu-
mentary or physical evidence touching the
matter under investigation, or in question'
and any failure to obey such order of the
court may be punished by such court as con-
tempt thereof. Al process in any such case
may be served in the judicial aistrict whereof
such person is an inhabitant or wherever
he may be found. Any person who shall,
without just cause, fail or refuse to attend
and testify or to answer any lawful inquiry
or to produce books, records, or other docu-
mentary or physical evidence, if in his power
to do so, in obedience to the subpena of any
agency acting hereunder, or the Chairman
of the War Production Board, as the case
may be, shall be guilty of a misdemeanor,
and, upon conviction, shall be subject to a
fine of not mnore than $5,000, or to imprison-
ment for a term of not more than one year,
or both.

SEc. 1304. For purposes of this title the
term "person" shall Include any individual,
partnership, association, business trust, cor-
poration, or any organized group of persons,
whether incorporated or not.

ERR 803.1]

§ 1608.803-2 Section 310(l) of Title
10, Chapter 18, U. S. Code.

(1) The manufacturing plant, and books,
of. any contractor -or lurnishing or con-
structing aircraft, aircraft parts, or aero-
nautical accessories, for the War Department
or the Nlavy Department, or such part of any
manufacturing- plant as may be so engaged,
shall at all times be subject to inspection
and audit by any person designated by the
head of any executive department of the
Government.

ERR 803.2]

§ 1608.803-3 Executive Order No. 9127

MREGuLA. s'UNDz TTE= XIII or THE SEcoND
WAR Powras Acr, 1942

By virtue of the authority 'vested In me
by the Constitution and laws of the United
States, and particularly by Title I of the
First War :Powers Act, 1941, :and Title XIII
-of the Second War Powers Act, 1942, as Presi-
-dent of the United States and Commander
In Mhef of the Army and Navy of the United
States, and in order to prevent the accumu-
lation of unreasonable profits, to avoid waste
of Government funds, .and to implement
other aeasures W.ich have beer udertaken

to forestall price rises and inflation, it Is
hereby ordered as follows:

1. I hereby designate the War Preduction
Board, the War Department, the Navy De-
partment, the Treasury Department, the
United States Maritime Commission, and the
Reconstruction Finance Corporation n the
governmental agencies authorized to Inspect
the plant and to audit the books and rec-
ords, as provided by Title XIII of the said
Second War Powers Act, 1942. Such Inspec-
tion and audit and the determination
whether a given contract is a defense con-
tract, as defined in Title 'X2= of the Second
War Powers Act, 1942, may be mado In the
case of (a) any contractor with whom a de-
fense contract has becn placed by such
agency, or, in the case of the Reconstruction
Finance Corporation, by any corporation cre-
ated or organized by It, at any time after the
declaration of emergency on September 8,
1039, and before the termination of the pres-
ent war, and In the caec of (b) any subcon-
tractor performing work required by any such
defense contract. The Chairman of tht War
Production Board is authorized to Isato rules
and regulations and to establish pollcles to
coordinate and govern the War Department,
the Navy Department, the Treasu'y Depart-
ment, the United States Maritime Commis-
sion, and the Reconstruction Flnr(ne0 Cor-
poration in exercising the functions vested
in them by this order.

2. The authority herein conferrc1 mtLy be
exercised by the Chairman of the War Pro-
duction Board, the Secretary bf War, the Sec-
retary of the Navy, the Secretary of the Treas-
ury, thb United States M61arltlme Commis-
sion, and the Board of Directors of the Re-
construction Finance Corporation, respec-
tively, or in their discretion and by their
direction, respectively, may be exerclted also
by and through any officer or officers or civil-
Ian officials of their respective departments
and agencies designated by them for those
purposes. The Chairman of the War Pro-
duction Board, the Secretary of War, the SeS-
retary of the Navy, the Secretary of the
Treasury, the United States Maritime Com-
mission, or the Board of Directors of the Re-
construction 'Finance Corporation may au-
thorze such officer or officers or olvilian ol-
cials of their respective departments or agen-
Dies to make further delegations of such
powers and authority within their repec-
tive departments and agencies.

3. In inspecting any plant engagcd in pro.
ducing, manufacturing, processing, con-
.structing, altering, or repairing any defense
article of a secret, confidential, or restrioted
nature, or which is produced, manufactured,
.processed, constructed, altered, or repaired in
accordance with or under any secret procer,
formula, patent, or Invention, and in auditing
the books and records in connection with
any such defense contract, such inspection
shall be regarded as secret, confidential, or
xestricted, as the case may be, and all re-
ports, records, papers, documents, and writ-
ings relating to such Inspection or atdit shall
be marked or stamped as secret, confl.ential,
or restricted, as the case may be, and shall
be handled in accordance with regulations
prescribed and in force in the depirtment or
agency concerned relating to the handling of
secret, confidential, or restricted matters, ro-
ports, records, papers, documents, and writ-
lngs.

4. The power to administer oaths or affir-
'mations and to issue subpoenas for the at-
tendance of witnesses or the production of
books, records, or other documentary or phys-
ical evidence deemed relevant to the inquiry,
conferred by section 1302, and, through the
Department of Justice, the power to Invoke
the aid of any court of the United States,
conferred by section 1303, Title XIII, of said
Second War Powers Act, may be exercised,
performed, or carried out by the Chalrmain of
the War Production Board, the Secretary of
War, the Secretary of the Navy, the Secretary
or the Treasury, any member of the United
*States Maritime Commission, or the Chair-
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man of the-3oard of Directors of the Recon-
struction Finance Corporation, as the case
may be, or by such other officer or officers
or civilian officials as may be authorized, em-
powered or directed by any of them so to do
for his respective department or agency.

5. Nothing herein shall affect or limit the
authority and power conferred upon or
granted to the Chairman of the War Pro-
duction Board by Title X111 of said Second
War Powers Act, 1942.

FANK= D ROOSEVELT

THE WHE- HousE,
April 10, 1942.

[R S03.3]

§ 1608.804 Repricing of war contracts.
Title VIMI of the Revenue Act of 1943,
enacted February 25, 1944, provides:

ERR 8041

§ 1608.804-1 Section 801, repricing of
war contracts.

(a) As used in this section the tcrms 'De-
partment" "Secretary" and "article" shall
have the same meanings as in subsection (a)
of the Renegotiation Act.

(b) When the Secretary of a Department
deems that the price of any article or service
of any kind, which is required by his De-
partment or directly or indirectly required,
furnished, or offered in connection with, cr
as a part cf, the performance or procurement
of any contract with his Department or of
.any subcontract thereunder, Is unreasonable
or unf ar, th Secretar_-may require the per-
son furnishing or offering to furnish such
article or service to negotiate to fix a fair
and reasonable price therefor. If such
person refuses to agree to a price for such
article or serv~ce which the Secretary con-
slders fair and reasonable, the Secretary by
order may fix the price payable to such
person for furnishing such article or service
after the effective date of the order, whether
under existing agreements or otherwise. The
order may prescribe the period during which
-the price so fixed shall be effective and such
other terms and conditions as the Secretary
deems appropriate.

(c) -Any person aggrieved by an order fixing
a price under this section may sue the United
States in any appropriate court. In such
-suit, such person shall be entitled to recover
-from the United States the amount of any
difference between (1) fair and just compen-
sation for the articles and services furnished
under the terms of the order and (2) the
price fted for such articles and services by
the order; but if the prices so fixed by the
order are found to exceed fair and just com-
pensation for such articles and services, such
person shall be liable to the United States
in such suit for the amount of this excess.
Any such suit shall. be brought within six
months after the order by the Secretary on
which it is based, or after the expiration of
the period or periods specified in such order,
whichever last occurs. Such a suit shall not
stay the order involved.

(d) Whenever any person wilfully refuses.
or wilfully fails to furnish any such articles
or services at the price fixed by an order of
the Secretary in accordance with this sec-
tion, the President shall have power to take
immediate possession of the plant or plants
of such person and to operate them in ac-
cordance with section 9 of, the Selective
Training and Service Act of 1940. as amended.

(e) The authcrity and discretion herein
conferred upon the Secretary of each De-
partment may be delegated In whole or in
part by him to such individuals or agencies
as he may designate in his Department, or in
any other Department with the consent of
the Secretary of that Department, and he
may authorize such individuals or agencies
to make further delegations of such authority

- and discretion.

No. 19- 14

(f) Every purchaze ordor or, -grcement, Cr
contract to'mako or furnish any article or
service of any kind, which is required by a
Department or directly or indirectly required,
furnished, or offered in connection with, or
as a part of, the performance or procure-
ment of any contract with such Department
or of any subcontract thereunder. rhall. if
made thirty days or more after the date of the
enactment of this Act, be deemed to contain
a provision under which the person making or
furnishing such article or ervice a0,res that
notwithstanding other provilions of the pur-
Chase order. agreement, or contract-he shall
be entitled to receive for such article or serv-
ice only the fair and just compensation pro-
vided for in sub:ection (c).

[RR 804.1]

§ 1608.804-2 Section C02; effcet'rC
date.

(a) Section E01 sbal be effective from the
date of the enactment of this Act.

(b) Sactlon 801 shall not apply to any
contract with a Department or any sUbcon-
tract made after the data procllmed by the
President as the date of th3 termliation of
hostilities in the present war or the date
specified in a concurrent rezolutlon of the
two Houses of Congress as the date of suth
terminatilon, whlchcver i- the earlier.

[HR 804.2]

§ 1608.805 Executive orders relating to
the War Slupping Administration.
Ezrcu=nv Om No. £351 Isrszn Fr=ueMr

7, 12 (t-As siemn Eaev s No.
9244 ssum S'r=-m., 10, 1242)

-E-'ALISEIiNG A WAIl -'Pfl"0 AD=. flTSXUOU
flC THE OUTIVE orec OP TIM PaiE5 T

D DEFIUING Irs ruielo; s AND DUTMI,

By virtue of the authority vested in me
by the Constitution and Statutes of the
United States, including the First War Powers
Act, 1941, approved December 18. 191, no
Presldext of the United Statw and Com-
mander in Chief of the Army and Navy. and
in order to assure the mzzt effective utilia-
tion of the shipping of the United States for
the succe.ssful prosecutlon of the war, It is
hereby ordered:
- 1. There is establihled within the 01ce for
Emergency Management of the IExcutive O-
fice of the President a War Shipping AdmLn-
istration under the direction of an Admin-
istrator who shall be applointed by and re-
sponsible to the Prcldent.

2. The Administrator shall perform the fol-
lowing functions and duties:

(a) Control the operation, purchase, char-
ter, requisition, and ue of'all cccan vcelcb
under the flag or control of the United States,
except. (1) combatant vcels of the Army,
Navy, and Coast Guard; fleet au:liarla Of
the Navy; asid transpotIs owned by the Army
and Navy; and (2) vescls engag ed in coast-
wise, intercoastal, and inland transportaticu
under the control of the Director of the Office
of Defense Transportation.

(b) Allocate vcel s under the flag or con-
trol of theUnitcd States for use by the Army,
Navy, other Federal departments and agen-
cles, and the governments of the United Nla-
tions.

(c) Provide Insurance and reinsurance pur-
suant to the Merchant Marine Act, 1t23, as
amended, Merchant Marine Act. 150. as
amended, and the Act of June 0, 191. (Pub-
l10 Law 101, 77th Congress) ,

(d) Establish the conditions to be com-
plied with as a condition to receiving priori-
ties and other advantages as provided in Pub-
lic Law. 173, Seventy-soventh Congre3, ap-
proved July 14, 1911.

(a) Represent the United States Govern-
ment in dealing with the British Ministry
of War Transport and with similar shpplng
agencies of nations allied with the United

For footnotes, cee end of § 10C32£05.

States in the pros--ution of the rar, In mat-
tees related to the uZa of shipping.

(f) Maintain current data on the aval-
ability of chipping in being and under con-
structlon and furnih such data on request
to the Dcpartments of War and the Nlavy, and
other rederal departments and agencles con-
cerned with the import or export of war
materils, and commoditi.

(g) Meap the Pre-dent informed with re-
gard to the preczs made In carrying out
this Order and perform such related c-uties
as the President shall from time to time as-
sign or delcgate to him.

(h) Ezercisa the power, authority and di-
cretlon conferred upon the President by Sec-
tIon 002 (e) of the Merchant Larine Act ef
190. as amendcd.'

(i) With re=sie-e to all matter for wVhch
the Administrator may be res;nonibe undr
trma of the Order, exercise in I ma-=
us the United States Maritime Cozrniloi,
all of the funct!o=s, pwers and duties with
resect to contracts and payments, and the
audat of zo%.s and'rccords, conferred unon
the Commi-son by Ez:cutive Order No. 9031,
December 27. lC1, and Ezccutive Order No.
9127. Apr1l 10, 12, and Section 403 of the -
Sixth Supplemantal National Dafense Appero-
priatton Act, 1942 (Public Law 523, 177th Con-
gres):

(j) rzercse in i1e manner as the United
States Maritime Commlssion all the func-
tions, powers. apthority and dizczetion ith
rcard to the acquiition (Including requi-
sition) and disosition of property conferred
upon the United States Maritime Commis-
don by the flxscutlva Orders 27. 9242. NCo.
91'M. and No. OM. datel ZTNvsmbr 19. 1P-n,
April 17, 19-2, and April 13, 1042, respec-
tiva!y.1

(L) Exercke in like manner as the United
States Maritime Commirsson all the func-
tions, powers, duties, authority and dis=e-
tion conferred on the Commison by the
Suits in Admiralty Act approved March 9,
10.0 (41 Stat. 525, Chapter 95).

3. The functions, dutfes and powers con-
ferred by Iaw upon the United States Mari-
time Commissfon with repai to the opern-
tlon, purchma, charter. insurance, repa~r.
maintenance, and requisition of vcs~els and
facliles required for the operation thereof
and the I-uance of warrants with re pzct
thereto under the Merchant Marine Act,2936,
as amended, the Act of June 6, 191 (Public
Law 101, 717th Congress. the Act of July
1.l, 121 (Public Law 173, 7th Cangress),
the Act of May 2. 141 (Public Lar 4S, 77th
Cong-rccs), the Act of Octolr 16, 11 (Pub-
lIe Law 274, 77th Congress), as amended,
First Supplemental National Dafensae Ap-
propriation Act, 1912 (Public Law 247, 77,h
Congress), the First War Powers Act, 19I,
the Act of February 6. 1941 (Public Law 5,
77th Congrec), SectIon 403 of the Sxth
Supplemental National Defense APpropr.a-
tion Act. 1942 (Public Law 5Z3, 7"hs Con-
grcs), Executive Order 'No. 8771, dated June
6, 1O1. as amended. Executive Order No. 03I1.
dated December 27. 1941, Executive Order
No. 01117, dated April 10, 1942. and under any
other provisions of law, including Executive
Orders, are hereby transferred to the Admin-
ltrator; and such part of the existing par-
conncl of the United Statc Maritime Com-
ralsion, tog-ether with such records and pub-
lbe propcrty as the Administrator may deem
necessary to the full exercise of his functions
and duties prescribed by this Order are here-
by - ned to the War Shipping Admainis-
tratlcn.

3

4. Vessls under the control of the War
Shipping Administration shall constitute a
pzol to b3 alloated by the Administrator for
use by the Army, Navy, other Federal depart-
menta and agencies, and the government- of
the United Nations. In allocating the ue
of such vess2s, the Administrator shall com-
ply with strategic military requirements.

5. For the purpoz of carrying out the
provisions of this Order, the Administrator

IC-7
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is authorized to utilize the services of avail-
able and appropriate personnel of the United
States Maritime Commission, the War and
Navy Departments, and other government
departments and agencies which are engaged
in activities related to the operation of ship-
ping. The Administrator may require, and
other government departments and agencies
are directed to make available to the Ad-
ministrator, such information, reports and
statistics regarding shipping requirements as
the Administrator may deem necessary to
enable him properly to determine and ad-
minister the allocation of vessels and space
thereon, except in regard to vessels of the
Army and Navy excluded in Section 2 and
those engaged on special secret military mis-
slon'

6. In the discharge of his responsibilities
the Administrator shall collaborate with
existing military, naval, and civl depart-
ments and agencies of the government which
perform, wartime functions connected with
transportation overseas, in ,order to secure
the most effective utilization of shipping in
the prosecution of the war. The Adminis-
trator particularly shall maintain close liai-
son with the Departments of War and the
Navy through the Assistant Chief of Staff
for Transportation and Supply and the
Director, Naval Transportation Service, re-
spectively, with respect to the movement of
military and naval personnel and supplies;
and with the Director of the Office of Defense
Transportation with respect to the relation
of overseas transportation to coast-wise and
intercoastal shipping and inland transporta-
tion. With respect to the overseas transpor-
tation of cargoes essential to the war pro-
duction effort and the civilian economythe
Administrator shall be guided by schedules'
tfansmitted to him by the Chairman of the
War Production Board prescribing the
priority of movement of such commodities
and materials.

7. The Administrator may establish com-
mittees or groups of advisors representing
two or more departments of the Federal gov-
ernment, or agencies or missions of govern-
ments allied with the United States. In the
prosecution of the war, as the case may re-
quire to carry out the purposes of this Order.
Further, he may appoint representatives to
such joint missions or boards dealing with
matters within the scope of this Order as may
be established with governments associated
with the United States in the prosecution of
the war.

8. Within the purposes of this Order, the
Administrator is authorized to issue such
directives concerning shipping operations as
he may deem necessary or appropriate, and
his decisions shall be final with respect to the
functions and authorities so vested in him.
The Administrator may exercise the powers,
authority and discretion conferred upon him
by this Order through such officials or agen-
cies and In such manner as he may deter-
mine.

9. The Administrator is further authorized
within the limits of such funds as may be
allocated, transferred, or appropriated to the
War Shipping Administration to employ nec-
essary personnel and make provisions for nec-
essary supplies, facilities, and services. So
much of the unexpended balances of appro-
pridtions, allocations, or other funds avail-
able (including funds and contract authority
available for the fiscal year ending June 30,
1942) for the use of the United States Mari-
time Commission in the exercise of the func-
tions transferred to the Adminitrator ahd
the War Shipping Administration, as the' Di-
rector of the Bureau of the Budget with the
approval of the President shall determine,
shall be transferred to the War Shipping Ad-
ministration for use in carrying out the func-
tions and authority transferred to the Ad-
ministrator and the War Shipping Adminis-
tration pursuant to the provisions of this

Order. In determining the amounts. to be
transferred from the Ufilted States, Maritime
Commission, the Director of the Bureau of
the Budget may include amounts necessary
to provide for the liquidation of obligations
previously incurred by the United States
Maritime Commisslon against such. appropri-
ations, allocations or other funds prior to the
transfer: Provided, That the use of the unex-
pended appropriations, allocations or other
funds transferred by this Section shall be
subject to the provisions of Section 3 of the
First War Powers Act, 1941.

Any i3ovisions of pertinent Executive Or-
ders conflicting with this Order are hereby
superseded.;

Fwqxanq D RoosEvELT
THE WnrrE HousE,

September 16, 1942.

ERR 805]
§ 1608.806 Tax Court rules.
THE TAX COURT or THE UNTEC STATES

ADDITIONS TO THE RULES OF PRACTICE, EDITION OF
FEB. 9, 1943.

PROMULGATED MARCH 28. 194.4.

RULE 64. Renegotiation o/ War Contracts
Cases.

I. Except as otherwise prescribed by this
Rule, proceedings for the redetermination of
excessive profits under -the Renegotiation
Act r shall be governed by the existing Rules
of Practice before this Court. Where any
of the existing Rules or the matter contained
in the Appendix thereto refer to the Com-
missioner, such Rules and the matter in the
Appendix, when applied to a proceeding for
the redetermination of excessive profits un-
der the Renegotiation Act, shall refer, to the
War Contracts Price Adjustment Board or
to the Secretary as defined and used in that
Act. Similarly references to the taxpayer
shall refer to the contractor or subcontractor;

'1fodified by Executive Order No. 9244.
Previously read as-follows:

c. Provide marine insurance and reinsur-
ance against loss. or damage by the risks of
war as authorized by Title II of the Merchant
Marine Act, 1936, as amended.

2Added, by Executive Order 9244.
sModifled by Executive Order No. 9244.

Previously read as follows:
3. The functions, duties, and powers con-

ferred by law upon the United States Mari-
time Commission with respect to the oper-
ation, purchase, charter, insurance, repair,
maintenance/and requisition of vessels, and
the issuance of warrants with respect thereto,
under the Merchant Marine Abt of 1936. as
amended, 49 Stat. 1985, Public Law 101 Sev-
enty-Seventh Congress, approved June 0,
1941, and Executive Order 8771 issued pur-
suant thereto, Public Law 183, peventy-Sev-
enth Congress, approved July 14-, 1941, are
hereby transferred to the Administrator; and
such part of existing personnel of the United
States Maritime Commisslon together with
such records and public property as the Ad-
ministrator may deem necessary to the full
exercise of his functions and duties prescribed
by this Order are hereby assigned to the War
Shipping Administration.

,'Modified by Executive Order No. 9244.
Previously read as follows,

5. For the purpose of carrying out the pro-
visions of this Order, the Administrator is
authorized to utilize the services of available
and appropriate personnel of the United
States Maritime Commission, the War and
Navy Departments, the Bureau of Marine In-
spection and Navigation of the Department
of Commerce, and other government depart-
menta and agencies which are engaged in. ac-
tivities related to the operation of shipping.

5Section 40T of the Sixth Supplemental"
National Defense Appropriation Act, 1942, as
amended by section 701, Reyenue Act of 1943.

references to tax shall refer to pfits under
a contract or subcontract subject to renego-
tiatlon, or to excessive profits thereUnder,
dependent upon context; and references to
the determination of a deficiency, or a notice
ot such determination, shall refer to the or-
der of the Board or the Secretary determining
the amount of excessive profits.

XI. A proceeding for the redetermindtion of
excessive profits under" the Renegotiation Act
shall be initiated by the filing of a petition,
as provided In Rules 4, 6, 7, and 8. (Soo
Form No. 2, Appendix 1.)

In proceedings initiated under section 403
(e) (1) of the Act, the War Contracts Price
Adjustment Board shall be shown as the re-
sponddnt. In proceedings initiated under
section 403 (e) (2) of the Act, the Secretary
as referred to in that section shall be shown
as. the respondent.

The petition shall be complete In itself so
as fully to state the issues. It sbhll contain;

(a) A caption In the following form:

THE TAX COURT or THE iinU-TD STATrs
Docket No.....

Petitioner,

Respondent.

(1) Proper allegations showing jurisdic-
tion in the Court.

(c) A statement of the amount of exces-
sive profits determined by the Board or the
Secretary, as the case may be, the period for
which determined and the amount thereof
in controversy. If the determination of ex-
cessive profits were made on the basis of a
specific contract or contracts, the petition
shall identify the contract or contracts and
shall state the period covered thereby,

(d) Clear and concise assignments of each
and every error which the petitioner alleges
to have been committed by the Bot'xrd or the
Secretary in the determination of excessive
profits. Each assignment of error shall be
numbered.

(e) Clear and concise numbered state-
ments of' the facts upon which the pti-
tioner relies as .sustaining the assignments
of error. The allegations of fact shall coi-
taiu a statement of the amount received or
accrued during the period in question Under
the contracts or subcontracts subject to re-
negotiation, the costa paid or incurred with
respect thereto and the profits derived there-
from, the type and character of business
done, and any other facts pertinent to a
determination of the errors alleged.

(f) A prayer, setting forth relief sought
-by the petitioner.

(g) The signature of the petitioner or that
of his counsel. (See Rule 4.)

(hs) A verification by the petitioner in ac-
cordance with the applicable provision of
subsection (h) of Rule 6.

(i) A. copy of the order of the Board or of
the Secretary, as the case may be, dotermin-
in- the amount of exccwslve profits, which
order forms the basis for the initiation of
the proceeding, shall be appended to the pe-
tition. If a statement has been furnished to
the petitioner by the Board or the Secretary
setting forth the facts upon which the do-
termination of excessive profits was based
and the reasons for such determination, a
copy of such statement shall also be ap-
pended to the petition.

III. Any Claim for the redetermination of
an, amount of excessive profits greater than
the- amount shown in the notice of detormi-
nation shall be made by the respondent in
his answer filed ubder Rule 14, or In an
amendment thereto filed under Rule 11 at or
before the time of the hearing.

IV. With respect to the matter covered by
Rule 60, attention is directed to section 403
(e) (1) of the Renegotiation Act.

ERR 806]
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§ 18C8.837 Legal rate of interest in
absence of agreement; District of Co-
lumbza.

The rate of Interest in the District upon
the loan or forbearance of any money, goods,
or things in action, and the rate to be al-
lowed in judgments and decrees, In the ab-
sence of express contract as to such rate of
interest, shall be six dollars upon one hun-
dred dollars for one year, and at that rate
for a greater or less sum or for a longer or
shorter time: Provided, That interest, when
authorized by law, on judgments against the
District of Columbia, shall be at the rate of
not exceeding 4 per centum per annum.
(Mar. 3, 1901, 31 Stat. 1377, ch. 854, 1178;
July 1, 1902, 32 Stat. 610, ch. 1352.) (See
D. C. Code sec. 28-2701.)

[RR 807]

§ 1638.808 Proclamation 2631 speci-
fying June 30, 1945, as the termination
date of the Renegotiation Act.

WHEREAS subsection (h) of the Renego-
tiation Act (section 403, as amended, of the
Sixth Supplemental National Defense Appro-
priation Act, 1942, approved April 28, 1942
(56 Stat, 226, 245), as amended by section 701
of -the Revenue Act of 1943, enacted February
25, 1944 (58 Stat. 26, 78)), provides in part:

This section shall apply only with respect
to prcflts derived from contracts with the
Departments and subcontracts which are at-
tributable to performance prior to the termi-
nation date. For the purposes of this sub-
section-

(2) The term "termination date" means-
(A) December 31, 1944; or
(B) If the President not later than Decem-

ber 1, 1944, finds and by proclamation de-
clares that competitive conditions have not
been restored, such date not later than June
30, 1945, as-may be specified by the Presi-
dent in such proclamation as the termina-
tion date

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

And whereas hostilities in the present war
have not.terminated and the continued ne-
cessity of devoting a very large proportion of
the production of the nation to the success-
ful prosecution of the present war has pre-
vented the restoration of competitive condi-
ticns:

Now, therefore, I, FmArNt D. ROS"VELT,
President of the United States of America,
under and by virtue of the authority vested
in me by the statutory provisions above set
out, (1) do hereby find and declare that
competitive conditions have not been re-
stored; and (2) do hereby specify June 30,
1945, as the termination date within the
meaning of subsection (h) of the Renego-
tiation Act.

IN WITNESS WHEEOF, I have hereunto
set my hand and caused the seal of the
United States to be affixed.

DONE at the City of Washington this 14th
day of November in the year of our Lord
nineteen hundred and forty four, and of
the Independence of the United States of
America the one hundred and sixty ninth.

Fmunujr; D ROOsEVELT

By the President:

E. R. SrTmrnrus, Jr.,
Acting Secretary of State.

ERR 80831

SUBPART D-DELEGATIOIS OF AUTHORITY

§ 1608.821 Delegations from War
Contracts Price Adjustment Board. [RB
821]

§ 160A.821-1 .Delegation dated Feb-
ruary 26, 1944, to the secretaries.

DEL G Ozz Br TE WAn Co,-nracm PaIce An-
JuSsErN Bossn or PoV.s. FMC O.,S.
Am~ Dunis Urrosa Tim RnwxorzATioi Acr

FEluAny 20. 214.
1. For the purpose of this delegation, the

terms "Board." "Department." and "SeCre-
tary" shall have the same meaning as when
uscd in the Rene-otlation Act (hereinafter
referred to as "the Act").

2. Pursuant to the provisions of sub-ection
(d) (4) of the Act, the Board hereby delegates
to each Secretary:

(a) All of the powers, functions and duties
conferred upon the Board by subsections
(a) (4) (D); (a) (4) (C); (a) (4) (D);
(a) (5) (B); (C) (1); (c) (2): (c) (3);
(c) (4); (c) (5) (B) and (h) (1) of the
Act;

(b) All of the powers, functions and duties
conferred upon the Board to require the fur-
nishing of Information. records and data pur-
suant to the provisions of subsection (c)
(5) (A) of the Act, except the financial
statement provided for in the first cntenCe
of said subsection; and

(c) All of the powers, functions and dutie3
conferred upon the Board to Interpret and
apply the exemptions provided for in sub-
section (1) (1) (A), (B). (C), (E) and (F),
the definition contained in subsectlon (a) (7)
and the provisions of subsectlon (1) (3) pur-
suant to such interpretations thereof and
regulations relating thereto as may be pre-
scribed by the Board from time to time.

The foregoing delegation of powerS, func-
tions and duties, however, shall b effective,
as to each Secretary, only as to contractors
and subcontractors '"-gned by the Board.
or pursuant to its authority, to such Secre-
tary or his Department for renegotiation.

3. Pursuant to the provisions of subsoc-
tion (d) (4) of the Act, the Board hereby
delegates to each Secretary the power con-
ferred upon the Board by oubzection (1) (4)
of the Act to exempt, in his discretion, from
some or all of the prpv1sions of the Act. indi-
vidual contracts entered into pursuant to his
authority or the authority of his Department;
excepting from such delegation, however, any
power to exempt from any of the provisions
of the Act any such contracts or subcontracts
by general classes or type.'

4. The powers, functions and duties hereby
delegated to each Secretary may be delegated
in whole or in part by him to such officers
or agencies of the United States as he may
designate, and he may authorize successvo
redelegations of such powers, functions or
duties.

5. Without intending to limit the pawr.
functions and duties hereby delegated. never-
theless, each Secretary and each officer or
agency of the United States to whom any
power, function or duty is delegated or re-
delegated hereunder, shall excrcise such
power, function and duty, and all authority
and discretion thereunder, in accordance with
such interpretations of the Act and ouch
regulations relating thereto as are isued or
adopted by the Board and In accordance with
the principles, policies and procedures ctab-
lished by the Board. Mhere a determination
with respecV to the amount of exce-slve
profits of a contractor or subcontractor is
embdied in an agreement between the con"
tractor or subcontractor and a duly author-
ized representative of the Board such agree-
ment shall b conclusive according to Its
terms and shall not be subject to review by

" Subparagraph 3 superseded by § 1603.821-2.,

the BEard or any representative of the Eard.
Nrothing herein contained, however, shall be
construed to limit the right of the BEard
to review deterinations with respsct to the
amount of excessive profits made by order
and not embodied in an agreement with the
contractor or subcontractor concerned.

6. This delegation is subject to revocation
or modification in whole or In part at any
time.

7. The powers, functions and duties dele-
gated hereby shall be effective imm.diately
and shall be retroactive to the effective date
of the Revenue Act of 1943.

By direction of the Board.
Joi I. ' o oz.

Chairman, War Contracts Pncp
Adjustment Board.

[RR 821.1]

§ 1608.821-2 Delegation dated No-
cember 10, 1944, to the secretaries.

DE xso:r ar = Wsn Con-rAcs PM= An-
JVV1. BOsan 07 .E~mmrsr AuThz rr
U:.z TilE R=uxooramT~wo- Acr

lNov __j=. 10, 1944.

1. For the purpaze of this delegation, the
terms "Board" 'Departmeant' and "Secre-
tary" thall have the same meaning as when
u=ed In the Renezotiation Act of 1943 (here-
inafter referred to as the "Act").

2. Pursuant to the provisions of suhsection
(d) (4) of the Act, the Board hereby dele-
gates to each Secretary the power conferred
upon the Board by subsection (1) (4) of
the Act to exempt from some or all of the
provisions of the Act, Individual contracts
entered Into pursuant to his authority or the
authority of his Department, and subcon-
tracts, under any such contracts (including
subcontracts under any such contractz which
are also subcontracts under contracts with
other Departments); excepting from such
delcatlon, however, any power to exempt
from any of the povislons of the Act, any
such contracts or subcontracts by general
classes or type- other than as provided in
paragraph 3 hereof.

3. Pursuant to the provisions of subsect-n
(d) (4) of the Act, the Board hercb dle-
gates to each Secretary the power cafezed
upon the Board by subzection (1) (4. of the
Act to exempt from come or all o the _wo-
visions of the Act any contracts or uhen-
tracts with respect to patents or Inventions,
vhich contracts or subcontracts are licen-e
agreements, assignments, releases of, or
covenants not to sue vith respect to, claims
for the manufacture or use of inventions.
and any contracts or subcontracts for royal-
ties charged or chargeable directly or in-
directly to the United States which royalties
are the subject of a royalty adjustment con-
tract either pursuant to Public Law 763,
77th Cingrezs. Chapter 634-2d Session, or
otherw!so: Prorfded, hmerer, That each ex-
emption made under this paragraph 3 which
relates to general classes or types of con-
tracts or sub-ontracts shall be limited to the
contracts or subcontracts of specific con-
tractors or subcontractors to whom amounts
are or may be paid or payable under such
contracts or subcontracts.

4. The powers, functions and duties
hereby delegated to a Secretary may be dele-
gated In whole or in part by him to such
ofi cers or agencies of the United States as he
may de inate, and he may authorize succes-
.ive rteleations of such powers, functions
or duties.

3. Without intending to limit the powers,
functions and duties hereby delegated.
nevertheles, each Seeretary and each officer
or agency of the United States to whom any
power, function or duty is delcgated or re-
delegated hereunder, shall ezer cse such
power, function and duty. and all authority
and dclzretion thereunder, in accordance wtth
such Interpretations of the Act and such
rcgulatlons relating thereto as are issued or

1049



FEDERAL REGISTER, Friday, January 26, 1945

adopted by the Board and in accordance with
the principles, policies and procedures estab-
lished by the Board.

6. This delegation is subject to revocation
or modification in whole or in part at any
time.

7. The powers, functions and duties dele-
gated hereby shall be effective immediately
and shall be retroactive to the effective date
of the Revenue Act of 1943.

8. This delegation supersedes paragraph 3
of delegation dated February 26, 1944 made
by the War Contracts Price Adjustment Board
to tffe Secretaries. The authority so super-
sedcd is not withdrawn from the Secretaries
but is incorporated herein. Any action
under such superseded authority is not af-
fected hereby.

By Order of the War Contracts Price Ad-
justment Board:

W. JOHN KEs sEY,
Vice Chairman.

ERR 821.2]

SUBPART D--EXELIPTIONS

§ 1608.841 Raw material exemption.
Pursuant to subsection (i) (2) of the 1943
act the War Contracts Board has issued
the following regulation concermng the
exemption of contracts and subcontracts
for certain products of the kind described
in subsection (i) (1) (B) of the 1943 act.

(a) The term "exempted products" as
used in this section, shall mean any of
the following products:

Aggregates including such items as washed
or screen sand, gravel or crushed stone.

Alumina; aluminum sulfate; aluminum in-
gots and pigs.

Asphalt, natural.
Antimony ore, crude; antimony ore, con-

centrated; antimony metal; antimony oxide;
antimony sulfide.

Arsenic, crude; arsenic--powder; arsenious
oxide (white arsenic).

Asbestcs rocksbestos fibre.
Birytes, crude crushed.
Bauxite, crude; calcined or dried bauxite;

1 bSilf@ b'ilVe grains.
1 tbYtohte, dried, crushed, granulated and
pua-orlmd.k
i(fPAmr) o)i3and concentrates; beryllium ox-
ide; ,dryl~lm metal; beryllium master
alloys.

Bismuth metal.
Borax.
Cadmium flue dust; cadmium oxide; cad-

mium bails and slabs.
China clay; kaolin; fire clay; biick and tile

made from clays other than kaolin, china and
fire clay.

Chlorine and hydrogen produced directly
by electrolysis of salt brine.

Chromium ore and ferrochrome; chromite
not processed beyond the form or state suit-
able for use as a refractory; bichromates.

Coal, prepared; run-of-mine coal.
Cobalt oxide; cobalt anodes, shot and ron-

delles.
Columbuinm ore and concentrates; colum-

blum oxide; ferrocolumbium.
Copper ore, crude; copper ore, concen-

trated; copper matte; blister copper; copper
billets, cathodes, cakes, ingots, ingot bars,
powder, slabs and wirebars.

Corundum ore and concentrates; corundum
grain.

Cryolite ore and concentrates.
Diaspore: diaspore brick.
Diatomaceous silica, lump, block, brick and

powder.
Dolomite; crushed dolomite.
Feldspar, crude and ground.
Ferrosillcon.
Fluorspar ore; fluorspar fluxing gravel;

lump ceramic ground fluorspar. acid grades
of fluorspar.

Fuller's earth.
Gas, natural, not processed or treated

further than the processing or treating cus-
tomarily occurring at or near the well.

Graphite ore and concentrates; flake graph-
ite; graphite fines, lump and chip; graphite
powder.

Gypsum, crude; calcined gypsum.
Indium metal.
Industrial diamonds.
Iridium metal, Including ingot and powder.
Iron ore, crude; pig iron.
Ryanite ore and concentrates; kyanite

brick.
Lead ore; refined lead bars, ingots and

pigs; antimonial lead bars, ingots and pigs.
Limestone; crushed limestone.
Magnesite; dead burned magnesite.
Magneslum-bearlng minerals, including

brucite; magnesium oxide; magnesium chlo-
ride; metallic magnesium pigs and ingots.

Mercury ore; mercury metal.
Manganese ore; ferromanganese, including

splggelelsen; silicomanganese.
Mica, crude, hand-cobbed; block mica;

sheet mica, including splittings; wet or dry
ground mica.

Molybdenum ore and concentrates; molyb-
denum oxide; calcium molybdate; ferromo-
lybdenum.

Monel ore; monel matte; monel ingots,
pigs, and shot, produced from monel matte.

Natural gasoline; casinghead gasoline;
residue gas.

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
powder.

Phosphate rock; elemental phosphorus;
ferrophosphorus; phosphorus pentoxide and
phosphoric acid derived directly'by treatment
of phosphate rock; superphosphate.

Platinum ore and concentrates; platinum
metal, including ingot and powder.

Pumice, lump.
Quartz crystal, raw.
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-

monia 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, including bars, shot, powder

and grains.
Sodium aluminate.
Stone, rough dimension.
Sulfur, crude.
Sulfuric acid; oleum (other than sulfuric

acid or oleumn produced from crude sulfur
or any other product having an industrial
use).

Standing timber, logs, logs sawed into
length, and logs with or without bark.

Talc, crude, ground and sawed.
Tantalum ore and concentrates; tantalum

double fluoride. -
Tellurium metal.
Tin ore and concentrates; refined pig tih.
Titanium-bearing ores and concentrates,

including limenite and rutile; titanium
oxide; ferrotitanium; ferro carbon titanium.

Tungsten ore and concentrates; sodium
tungstate; ferrotungsten: tungsten metal,
including powder; tungstic oxide; tungstl
ac!d.

Uranium ores and concentrates; uranium
oxide.

Vanadium ores and concentrates; -sodium
vanadate; vanadium pentoxide; ferrovana-
dium.

Whiting; chalk lump.
Zeolites derived from Glauconite.

-Zinc ores and-concentrates; zinc anodes,
bars, oxide, powder and slabs.

Zirconium ores and concentrates.

(b) Subject to the provisions of para-
graph (c). hereof, it is caetermined that
each of the exempted products is "the
product of a mine, oil or gas well, or
other mineral or natural deposit, or tim-
ber, which has not been processed, re-
fined, or treated beyond the first form or
state suitable for industrial use" within
subsection (1) (1) (B) of the Renegotia-
tfon Act. The provisions of such act
shall not applylo contracts and subcon-
tracts for any of the exempted prod-
ucts.
(c) This determination is made under

the principles set forth in § 1604.344-1
of this chapter, including paragraph (b)
(4) thereof. The products listed under
paragraph (a) of this section are exempt
only when they represent products of a
mine, oil or gas well, or other mineral
or natural deposit, or timber, which have
not been processed, refined or treated be-
yond 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 products
derived from sea water, products manu-
factured from the atmosphere, second-
ary aluminum pigs and ingots, and other
similar products are not considered
exempted produCts.

(d) This determination applies to
fiscal years ending after June 30, 1043.

(e) This section may be amended
from time to time, revising, amending or
supplementing the list of exempted prod-
ucts contained in paragraph (a) here-
of. ERR 8411

§ 1608.842 Public utility exemptions.
ERR 842]

§ 1608.842-1 Public utilities; electric
power (a) Pursuant to subsection (1)
(4) of the Renegotiation Apt of 1943 (in-
cluding subsection (1) (4) (B) and (1)
(4) (F)) the following classes and type&
of contracts and subcontracts are
exempt to the extent provided in this
section from all of the provisions of the
Renegotiation Act of 1943:

(1) Any contract or subcontract with
a public utility for the delivery of elec-
tric power of less than 1,000 kilowatts of
contractual demand, except that if the
actual demand was 1,000 kilowatts or
more at any time during any particular
fiscal year, amounts received or accrue '
under such contract or subcontract for
such fiscal year shall not be exempt from
renegotiation by reason of this subpara-
graph (1)

(2) Any subcontract with a public
utility for the delivery of electric power
without regard to the contractual or ac-
tual demand, except that:

(I) If such subcontract for electric
power is with a contractor having a con-
tract with a Department providing fcr
the reimbursement by a Department of
costs of the contractor incurred under
such subcontract for electric power, or

(ii) If a Department has contracted to
pay or guarantee the payment of
amounts payable under such subcontract
for electric power,
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then in either such case such subcon-
tract for electric power shall not be ex-
empt from renegotiation by reason of
this subparagraph (2)

(b) Amounts received or accrued un-
der any contract or subcontract with a
public utility with respect to the con-
struction or installation of facilities for
the generation, transmission or distribu-
tion cf electric power shall not be ex-
empt from renegotiation by reason this
section even though such contract or sub-
contract also calls for the delivery of
eiecric power. ERR 842.1]

§ 16,8.842-2 Puzblic utilities; gas. (a)-
Pursuant to subsection (i) (4) of the
Renegotiation Act of 1943 (including
subsection (i) (4) (B) and (1) (4) (F))
the following classes and types of con-
tracts and subcontracts are exempt to
the extent provided in this section from
all of the provisions of the Renegotiation
Act of 1943:

(1) Any contract or subcontract with
a public utility for the delivery of gas,
except that if the amounts received or
accrued under any such contract or sub-
contract during any particular fiscal
year were $50,000 or more, amounts re-
ceived or accrued under such contract
or subcontract for such fiscal year shall
not be exempt from renegotiation by
reason of this subparagraph (1) (If
such fiscal year is a fractional part of
twelve months, the $50,000 amount shall
be reduced to the same fractional part
thereof for the purposes of this subpara-
graph (1).

(2) Any subcontract with a public util-
ity for the delivery of' gas without re-
gard to the amounts received or accrued
thereunder during any fiscal year, ex-
cept that

(i) If such subcontract for gas is with
a contractor having a contract with a
Depar'ment providing for the reimburse-
ment by a Department of costs of the
contractor incurred under such subcon-
tract for gas, or

(ii) If a Department has contracted
to pay or -guarantee the payment of
amounts payable under such subcontract
for gas,
then in either such case such subcontract
for gas shall not be exempt from rene-
gotiation by reason of this subpara-
graph (2)

(b) Amounts received or accrued un-
der any contract or subcontract with a
public utility with respect to the con-
struction or installation of facilities for
the generation, transmission or distribu-
tion of gas shall not be exempt from re-
negotiation by reason of this section even
though such contract.or subcontract also
calls for the delivery of gas. ERR 842.2]-

§ 1603.842-3 Public utilities; trans-
portation. Pursuant to subsection (I)
(4) of the Renegotiation Act of 1943 (in-
cluding subsection (i) (4) (B) and (i)
(4) (F)) the follown classes and types
of contracts and subcontracts are ex-
empt from all of the provisions of the
Renegotiation Act of 1943:

(a) Contracts and subcontracts with
common carriers to furnish transporta-
tion by railroad, motor vehicle, pipe line
or air, when made at published rates or

charges, fixed, approved or subject to
regulations as to the reasonableness
thereof by a public regulatory body, or
when made at rates or charges which the
Department conducting the renegotia-
tion in Its discretion shall determine to
be no higher than such published rates
or charges for transportation of a com-
parable character.

(b) Contracts and subcontracts with
common carriers to furnish Inland or
coastal transportation by water, when
made at published rates or charges, faed,
approved or subject to regulation as to
the reasonableness thereof by the Inter-
state Commerce Commison. cr when
made at rates or charges which the De-
partment conducting the renegotiation
in Its discretion shall determine to be no
higher than such published rates or
charges for transportation of a compa-
rable character.

(c) Contracts and subcontracts with
freight forwarders when made at pub-
lished rates or charges, fixed, approved
or subject to regulation as to the reason-
ableness thereof by the Interstate Com-
merce Commission. ERR E42.3]

§ 1608.842-4 Publ'c utilities; commu-
necations. Pursuant to subsection (1) (4)
of the Renegotiation Act cf 1943 4includ-
ing subsection (1) (4) (B) and (1) (4)
(F)) the following classes and types of
contracts and subcontracts are exempt
from all of the provisions of the Rene.o-
tiation Act cf 1943:

(a) Contracts and subcontracts with
telephone, telcgraph, cable and radio
companies to furnish the service of
transmitting messages, when made at
published rates or charges, fixed, ap-
proved or subject to regulation as to the
reasonableness thereof by a public regu-
latory body, or when made at rates or
charges which the Department conduct-
mg the renegotiation in Its discretion
shall determine to be no higher than
such published rates or charges for serv-
ice of a comparable character. [RR
842.4]

§ 1608.842-5 Public utilities; furnish-
zng of water or reynoral of sewage. (a)
Pursuant to subsection (1) (4) of the Re-
negotiation Act of 1943 (including sub-
section (1) (4) (B) and (1) (4) F)) the
following classes and types of contracts
and subcontracts are exempt to the ex-
tent provided in this section from all of
the provisions of the Renegotiation Act
of 1943:
(1) Any contract or subcontract with a

public utility for the furnishing of water
or the removal of sewage, except that if
the amounts received or accrued under
any such contract or subcontract during
any particular fiscal year were $10,000
or more, amounts received or accrued un-
der such contract or subcontract for such
fiscal year shall not be exempt from rene-
gotiation by reason of this subparagraph
(1) (If such fiscal year is a fractional
part of twelve months, the $10,000
amount shall be reduced to the same
fractional part thereof for the purposes
of this subparagraph (1))

(2) Any subcontract with a public
utility for the furnishing of water or the
removal of sewage without regard to the
amounts received or accrued thereunder
during any fiscal year, except that:

(I) If such subcontract for water cr
the removal of sewage Is with a contrac-
tor having a contract withba Deprtment
providing for the reimbursement by a
Department of costs of the contractor in-
curred under such subcontract for water
or the removal of sewage, or

(i) If a Department has contracted to
pay or guarantee payment of amounts
payable under such subcontract for wa-
ter or the xemoval of sewage,
then In either such case such subcon-
tract for water or the removal of sew-
age shall not be exempt from renegotia-
tlon by reason of this subparagraph (2)
[ER 842.5]

§ 1608.C42-6 Subcontracts. Purcuant
to subsection (1) (4) of the Rene-otia-
tion Act of 1043 (including subseFions
(1) (4) (B) and (1) (4) (F)) the follow-
ing clacses and types of contracts and
subcontracts are exempt frcm all of the
provisions of the Renegotiation Act of
193.

(a) Subcontract. under any contracts
or subcontracts exempted pursuant to
§§ 1683 042-1 through 1608.842-5 mclu-
sive. [RR 842.6]

§ 1608 842-7 Scope of exemptiors.
All of the exemptions made under
§§ 1690 842-1 through 103.42-6, mclu-
sIve, apply to contracts and subzontracts
of the r-p.clfled classes and types, wheth-
er heretofore or hereafter made or per-
formed, and whether or not they contain
renegotiation provisions. ERR E42.71

§ 1603.843 List of exempted foods.
Determination of the War Contracts
Price Adjustment Board of the exemp-
tion from renegotiation of contracts and
subcontracts for perishable foods under
section 403 (1) (4) (B) of the Renegotia-
tion Act of 1943.

Pursuant to the authority c6nferred
upon the War Contracts Price AdJust-
ment Board by section 403 (1) $41 (B) of
the Renegotiation Act of 1943, cncarn-
Ing the exemption of contracts and sub-
contracts for certain perishable goods
from renegotiation under the Renegotia-
tion Act of 1943, the War Contracts Price
Adjustment Board hereby determines
that the foods set forth in the list at-
tached hereto and designated as Exhibit
1 are perishable; and that, In the opin-
ion of the Board, the profits under con-
tracts and subcontracts for the purchase
of such foods can be determined with
reasonable certainty when the contract
price is established; and that contracts
and subcontracts, heretofore or here-
after made, for the purchase of such
foods are hereby declared to be ex-mpt
from all of the provisions of the Renego-
tiation Act of 1943.

, Ezrr 1
Fresh fruits: Apples. apricots, bnanas.,

berries (blue and black), cantaloupe-, cher-
ric, cranbrres grapes, grapefruit, honey-
der melons, lemon, limes, oranges, p-s,

'peaches, plums, Ltra burrles, tangerines,
watermelons, other miscellanecua frEsa
fruits.

Fresht rcg.table3: Asparagus. be-n, lima,
bean, string. bcts, broccoli. caulii efl r,
corn, cucumters, e- plant, endive (chicory),
greens (collards. etc.), kale, lettuce, onions,
grLen, oniona, dry. paslcy, par-nips, pz.,
peppers, Green, potatoes, Irish. potatczs,
&Teeat. radisohes, spinch, equash, tomnatoes,
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turnips and rutabagas, mushrooms, rhubarb,
other misccllaneus fresh vegetables.

Dairy products: Butte. (except 'canned),
cheese (except processed, canned), ice cream;
ice cream mix In unsealed containers, fresh
fluid milk, fresh flu.d cream.

Poultry: Chicken (exccpt canned),-turkey
(except canned), other poultry (except
canned).

Meats: Beef (except canned and dehy-
drated), pork (except cianned and dehy-
dratcd), lamb and mutton (except canned
and dehydrated), veal (except canned and de-
hydrated), smoked or processed meats (except

canned and dehydrated), other meats (ex-
cept canned and dehydrated), lard and lard
substitutes, offals (except canned and dehy-
drated).

Fish and sea foods: Fresh or frozen, salted
or smoked (except canned).

Frozen vegetables.
Frozen fruits.
Bread and other bakery products (except

biscuits, crackers, cracker meal, breakfast
cereals, hard bread and zwieback).

Potato chips.
Compressed yeast.
Shell eggs.
Margarine.

Any other perishable food of a similar
nature which may be determined from time
to time by any of the Departments to be of
-the same general character as the items
specifically set forth on the above list: Pro-
vided, however That any items so added shall
be-reported to the Secretary of the War Con-
tracts Price Adjustment Board.

[RR 8431
§ 1608.844 List of exempted agricul-

tural commodities. Deterunation of the
War Contracts -Pce Adjustment Board
of the exemption from renegotiation of
contracts and subcontracts for agricul-
tural commodities under section 403 (i)
(1) (CY of the Renegotiation Act of 1943.

(a) Pursuant to the authority con-
ferred upon the War Contracts Price Ad-
,justment Board by section 403 (1) (2) of
the Renegotiation Act of 1943, the Board
hereby determines that under subsection
(1) (1) (C) of such section, relating to the
exemption of contracts or subcontracts
for agricultural commodities, the form
or state Indicated in the following 'list,
is the last forn or state at which the
exemption applies:

Agricultural Commodity: Last Form or State at Which Exemption Is To Apply
Beans and peas, dry ------------- Threshed.
Beeswax -------------------------- In the comb, or in bulk (not packed).
Berries, edible --------- -- Fresh.
Cinchona bark--..----------------- As bark (unprocessed).
coffee ------------------------- Beans (green).
Corn ----------------------------- As grain (shelled).
Cotton ------------------------ Ginned (in the bale).
Cottonseed ----------------------- Unprocessed (as they come from the gin).
Cream, fluid --------------------- As sold'from farms (not pasteurized).
Drugs (botanical) ----------------- Crude (unground, unprocessed, unstandardized, un-

purified) as customarily sold by the basic producer.

Eggs ------------------------------- In the shell (raw).
Fiber flax straw -----------------. Deseeded (baled or unbaled).
Flaxseed (linseed)-------------- As seed (unprocessed).
Fruits, edible. .------------------ Fresh.
G clml oplun . -------------------- As gum in its natural state.
E, Haya._tL-dlu --------- Baled or unbaled.

,'HeMpIlber --------------------- In bales.
o oly'1 -------------------------- Crude or "country run."
Jute and sisal fiber ---------------- In bales.
It~b-Jb:!Dfe for chewing gum) ---- Crude, not processed beyond coagulation or dehydra-

"..' tion for handling and shipping.

Livestock ---------------------- On the hoof.
Milk, raw fluid ------------------ As sold from farms (not pasteurized).
Peanuts ----------------------- In the shell (raw).
Pine gum .. --------------------- Not distilled or purified.
Poultry --------------------------. Alive.
Rice -.. L ..........--------.... Rough, unpolished (as it comes from the thresher).
Sugar beets -------------------- As beets.
Sugar cane -------------------- As can&
Tobacco ----------------------- Not processed beyond the form or state at which

farmers ordinarily sell It.

Tree nuts, edible ------------------ In the shell (raw).
Vegetables --------------------- Fresh.
Vegetable seeds ------------------- Not processed beyond the form or state at which they

may be used as seeds.

Wheat, rye, oats and barley- ...... As threshed grain.
Wool ----------------.....------ In the grease (as clipped from live animals).

This determination is made under the
principles set forth in § 1603.344-2 of this
chapter including paragraph (b) (2)
thereof.

(c) This determination applies to all
receipts or accruals under any contract
or subcontract for the commodities listed
in paragraph (a) of this section regard-
less of the date when such contract or
subcontract was made.

(d)o This section may be amended from
time to time, revising, amending or sup-
plementing the list of exempted com-

modities contained in paragraph (a)
hereof. [RR 844]

§ 1608.845 Standard commercial ar-
ticle exemption. (a) Pursuant to the
authority given to the War Contracts
Price Adjustment Board by subsection
(1) (4) of the Renegotiation Act of 1943,
the Board, under the provisions of sub-
section (1) (4) (D) of the 1943 act, has
exempted from renegotiation amounts
received or accrued during fiscal years
ending after June 30, 1943 and prior to
July 1, 1944 under contracts or subcon-

tracts for the making or furnishing of tho
following articles:

(a) Iron scrap and steel scrap, non-ferrous
metal scrap; woolen waste, Including woolen
rags and clips, now and old; scrap rubber;
waste paper; cotton or linen rams, Including
old bagging and old rope; and textile waste;
sold by dealers or brokers.

Comment: The excrmption of theze ar-
ticles as standard commocial ariclc3 rpplies
only to dealers and brokeors in thase articles
and is not to be construed as effetihig, In
any way, users of these articles (in particular,
manufacturers who use these articles), nor
does It affect manufacturers who may pro-
duce and sell these articles as a by-produot
in the course of their operation. Neither does
the eemption cover sales of these articles In
any form other than as scrap or waste,)

(b) Refined sugar (cane or beot);
(c) Textile bags (made of burlap or cot-

ton);
(d) Leather transmission bolting, me-

chanical and textile leathers and mechanical
leather packings.

(e) Paper of the following types and
gradco, sold by paper mills: Groundwood and
free sheet uncoated and coated boe: papers
(including but not limited to free sheet and
groundwood offset, envelope and tablet
papers)'; Mimeograph and duplicating (both
grcundwood and free shcet); Bond, writing
and ledger, including opaque circu'ar; Mani-
fold and onion shin; Cover and text; Index
and Bristol; Map paper; Post card paper
Blue print base stock.

(f) Paper and paper products sold by mer-
chants.

Comment: This exemption docs not apply
to sales of paper or paper products which have
been manufactured, converted or processed by
the seller or by any person under the con-
trol of or controlling or under common con-
trol with the seller.

(g) Ready mixed concrete.
(h) Portland cement.
(t) Wheat flour,
Comment: %his exemption applies only to

sales by the person milling the flour. Wheat
flour includes granular flour, and farina;
whole wheat flour; products of the milling of
durum. wheat including whole durum flour
and semolina; and blends of the foregoin,,.
Bleached, bromated, enriched, phlosphafed
and self-rising wheat flour are considered
flour for purposes of this exemption.

(j) Quick and hydrated lime,
(k) Dead-burned dolpmite.

RR 8451

SUBPART E-OTHER ORDERS A1D
DIRECTIVES

§1608.851 Salary stabilizatiou regula-
tions.

§ 4001.10 Salary increases. In the case of
a salary rate of $5,000 or less per annum
existing on October 27, 1042, or established
thereafter, and In the case of a salary rate
of more than $5,000 per annum existing on
October 3, 1942, or established thereafter, no
Increase shall be made by the employer ex-
cept as provided In regulations, rulings, or
orders promulgated under the authority of
these regulations. Except as heroin provided,
any increase made after such respective dates
shall b> considered In contravention of the
act and the regulations, rulings, or orders
promulgated, thereunder from the date of the
payment if such Increase Is made prior to
the approval of the Board or the Commis-
stoner, as the case may be.

In the case, however, of a reasonable in-
crease in the rate of which the salary (OX.
elusive of bonuses and additional compelisa-
tion) is computed, made both in accordaneo
with the terms of a salary plan or a salary
rate schedule and as a result of:

(a) Individual promotions or reclasslfca-
tions.
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(b) Individual merit increases within es-
tablished salary rate ranges,

(c) Operation of an established plan of
salary increases based on length of service
within established rate ranges,

(d) Increased productivity under incentive
pl ins.

(e) Operation of a trainee system, or
(f) Such other reasons or circumstances

as may be prescribed in orders, rulings, or
regulations, promulgated under the author-
ity of these regulations,

no prior approval of the Board or the Com-
misioner is required. No such adjustment
shall increase the level of production costs
appreciably or furnish the basis either to
increase prices or to resist otherwise justi-
fable reductions in prices or furnish the
basis of further wage or salary adjustments.

[RR 8511

§ 1C08.852 Treasury ruling anf dect-
stwns. [RR 8521

§ 1608.852-F Treasury ruling on ten-
tative tax returns.
Office of
Commisioner of Internal Revenue

IT:P:CA
CAA

Washington, April 17 1943.
CHIEF OF ORDNANCE,

War Department,
Washington, D. C.

(Attention: Major Robert F. reolittle,
Room 5-D-384, Pentagon Building.)

Sm: Advice has been requested as to the
application of I. T. 3577 (IRB 1942 No. 37) In
a ease where a taxpayer has been granted
an extension of time for filing his return;
has filed a "tentative return"- and there-
after is preparing to file a complete return
on the date due under the extension of time.

A "tentative return" is a procedural deelce
which enables a taxpayer who has secured
an extension of time for filing his return, to
file on the original due date, an incomplete
return which enables the payment on an
estimated basis of the installment of tax
which is due on such date. Thereafter on
or before the date to which the extension is
granted the taxpayer is required to file a
complete return.

The particular paragraph of L T. 3577
which is involved in this consideration pro-
vides as follows:

'In cases of renegotiation agreements with
respect to years for which income and ex-
cess profits tax returns have not been filed
and income and excess profits taxes not as-
sessed and paid, the reductfon in gross in-
come may be made. or the deduction may be
taken in computing net income, as the case
may be, although the renegotiating agree-
ment has not been completed, provided at
the time of filing the return the negotiations
have progressed to such a stage that the
amount of the reduction in gross income, or
the amount of the repayment in lieu thereof,
is certain, and in filing the income and ex-
cess profits tax return such reduction is made
or such deduction is taken."

The complete return is the return referred
to in I.T. 3577 and the provisions of I. T.
3577 areluna ected by the fact that a tenta-
tive return has previously been filed for the
purpose and under the circumstances indi-
cated.

Respectfully,
T. Moosur,

Deputy Commissioner.

[RR 852.11

§ 1608.852-2 1. T. 3577
1942-37-11103

L T. 3577
STTLuXT or PoLioy OF Bunmu or Ir.e% .

Rxvxnu As To TAx Es-rTc Ii? C sm nr
WHicH GovneeniNT Wn CocrmAcrs Arm
Rrcn==o m, on nT Cp-nss Wns, Pussuzr
To Acrior By THE Coinrnouira GzxniA, Aer
I=ES P05 WHICH A Twca'ym HAs P=crz F.E-
zrss is DlSAuOr AS = 1=11 o.' CCser
CminaCEALE TO A CosT-PLs-A-F=e=-FIz
Cocrsacr
Advice Is requested as to the policy of the

Bureau of Internal Revenue with respect to
the adjustment of income and exces3 profits
taxes in cases in which Government war con-
tracts are renegotiated and It is determined
by the renegotiating department or agency
that excessive profits have been, or are likely
to be. paid to the contractor or subcontractor.
and in cases where, pursunnt to action by the
Comptroller General, an Item for rhich a ta-
payer has been reimburred Is di allowed as
an Item of cost csargeab!e to a cet-plus-a-
fixed-fee contract, the texayer being re-
quired to repay to the Government the
amount of such disallowance.

Under Titlo IV of the 6SLxh Cupplemental
National Defense Appropriation Act, 1C42
(Public Law 528, Seventy-eeventh Congre_,.
second sezslon), certain Govrm:nt depart-
mnts or aencles are authorLzzd and directed
to require contractors or subcontractors to
renegotiate the contract prlto with rcspcct to
designated contracts and subcontracts- in c=a
any amounts of exc-sive profits have been,
or are likely to be. re.lizd therefrom and to
recover such cxccsive profit, paid, or to with-
hold payment if the profits have not been
paid.

The determination of the amount of the
excessive profits and the mnking o, an agree-
ment with the contractor or cubcontractor
in regard to the method by which repayment
to the Government of the excesove profits Is
to be effected are mattcr within the jurtdic-
ton of the particular reneeotiating depart-
ment or agency. The Bureau of Internal
Revenue has no authority to function In the
determination or co~lction of theso exces-
slve profits. The .ureau, however, upon re-
cuest of the partic to the rencgotiaticn will
advise them of the manner In which the re-
negotiation will affect the contractor's Fed-
eral income and cxces profits taxe.

The determinntlon of tax lUablte3 and the
collection thereof are under the acdministra-
tion of the Bureau, to ther with the meiiing
of rulings and closing ngremento, under Sec-
tion 37C0 of the Internal Revenu3 Code, with
the taxpayer with repect to either actual tax
liability for any taxable year or prospectively
with respect to propoed transactions.

In case the rencgotiating agreement pro-
vides for reduced contract prices to b rctro-
actively applied to prior taxable years for
which returns have be2n filed and the in-
come and excess profits taxcs paid or as-
sessed, repayment to the Govelnment of the
excesive profits on which such taxes have
been paid or asessed will be InvolrLd In the
settlement. This rac the question, "If
the contractor or subcontractor repays the
entire amount of such exce.lve proflits to the
Government, should the Bureau be required
to refund the income and exce profits taxes
paid on such exccsive profits?" The posi-
tion of the Bureau Is that only the amount
of such profits in exces of the Federal In-
come and excess profits taxcs paid or as-
sessed thereon should be repaid by the con-
tractor or subcontractor, and no refund or
abatement of such taxes should be inade,
since the taxes rhould be considered as a re-
capture of a portion of the excezsive profits
and as such a proper offset ainst the total
excessive profits. The remainder of the cx-
cessive profits would be recaptured through
repayment thereof to the Government by the
contractor or subcontractor. The repayment
should not be allowed as a deduction In the

ncomc and ecesa profita tax returns of the
taxuayer for any tble ,year. To do Eo
would result In a double tax benefit where
the Income and exces profits taxes have been
cficet against the exc--ive profits. Even
though the right, to such offcet is foregone
by the taxpayer and the offzet I- not made.
the repay ent chculd not b allowed as a
deduction In the taxpayer. returns, since the
taxpayer should not be permitted to forega
the right to the oiLz-st for the of oi-
taming a deduction for a year for which the
deduction will re ult In a greater tax b2nefit.
ThL may be Illu-trated by the following
example:
Example. The U Corporation filed a return

for the calendar year 1941 on Liareh I5. 1 -2,
reportlng therein an amount of $1,09O,O03,
which waa sub=:4unty In the year 1942
lhed by one of the drsignatzd reneotiatin g
a,.ncles to b2 ecessivZle profits reazlized in
prformance of a contract, on vwch excas-
ive profits Income and exce-s profits taxes

a:r;a 9tIng I ,O &O were paid. The 3403,C03
taxes should not be refunded and the re-
mainder of the e-z-=Ive profits, or 6O0,CCO,
Ehould to repaid b7 the corpcratio to thMe
Covcrnment. The amount of OC03.CI3 repaid
to the Government will nct constitute an
allozable deduction from gross income for
any taxable year. This produces the correct
reslt. Exces.ive profits, before Federal
taxez, of OLC0OUO would have been recan-
tured by the Government. C400,C03 through
the m dium of taxes and C633 CO by direct
repayment to the Government, with no after-
math affecting Federal taxes. To hold other-
wlse, for lntance, to 101od that the 01O.Q,2
rhould be repaid to the Government and al-
low such repayment as a deductfnn for In-
come tax purposes3 for t2 year 1342, when
the effective rate of tax, for example, is 75
percent, would produce the follawing incor-
rect result: The tax benefit In 1942 would be

7Z0,C2. Mae taxpayer would have paid
l0, 0COCO to Ie Government and derived a

tax b:nefit of 75O,0OC. The taxpayer, there-
fore, would have paid only $33.C03 net to
the Gzvernment, whe e- the ezcezsive
profit!; vdmittcedly were 61,00-303_riO zen
rcsultz would be obtained In other csa de-
pending upon the factors of ncct--and
effective rates of taxe being different from
those In thLs examp!o. -

In case the rencgotlatin agreement- de-
termine reduced contract prices to be
charced durning the year of the agreement
or subsequent thereto, or a repayment Is to
be mcde In lieu thereof which is not ap-
plIcable to prcfits for a year for which an
income taer return ba- b:en fle!, and on
which profits Income and exce= profits taxes
have not bcen ac=d or paid. gro- income
to be renortcd in the returns for sucah veers
should be reduced to conform with the re-
duced prices, or In case of repayment, a de-
duction may b3 taken In comieuting net In-
come, provided. aces -ive profits Cetermined
to have been real--d and received by the
taxpayer are repaid to the Government.
IQewise. In c= the reduced contract prices
are determined for the immediately preced-
ing *tnnble year or a repayment is to be
made In lieu thereof, and the income and
exc-ss profits tax returns for such year have
not b:an fled at the time of such deter-
mination, the gross income for such preced-
in. year may be rcported to conform with
the reduccd prfce egreed upon, or a deduz-
tlon may be taken In computing net income,
as the cree may be, provided the tas-pager
repays to the Government the e-cezsve
profits determined to have been realized.
No deduction from gress income will be al-
lowed for any other taxable year for the
amount of such ezccsive profits so repaid.
This may be illutrated by the following
example:

Examle. The X Corporation filed a re-
turn for the calendar year 19f2 on 7.arch
1G, 19343. In February, 1923, It was deter-
mined that the taxpa~er had realized during-
192 cxcc=ive profits In the amount of sl,-
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000,000 and the parties agree that during
1943 repayment of such excessive profits will
be made to the ,Government in designated
amounts per month nutil the entire remount
of $1,000,000 excessive profits Is repaid. The
gross income to be reported by the corpora-
tion in Its return for 1942 should not include
the $1,000,000, and no tax attributable to
excessive profits 'will thus be assessed or paid.
No deduction from gross income will be al-
lowed for any year for the amount of the
excessive profits excluded from gross income
and repaid to the Government.

In cases of renegotiation agreements with
respect to years for which income and excess
profits tax returns have not been filed and
income and excess profits taxes are not as-
sessed and paid, the reduction in gross in-
come may be made, or the deduction- may be
taken in computing net income, as the case
may be, although the renegotiating agree-
mient has not been completed, provided at
the time of filing the return the negotia-
tions have progressed to such a stage that
the amount of the reduction in gross income,
or the amount of the repayment in lieu
thereof, is certain, and in filing the income
and excess profits tax return such reduction
Is made or such deduction is taken.

- The Bureau, upon request of the parties
to the renegotiation, in any case will advise
them relative to the amount of excessive
profits previously recaptured through the
medium of Income and excess profits taxes
paid thereon.

In addition to. the above stated consid-
erations for the basis of the portion of
the Bureau that refunds of income and ex-
cess profits taxes should not be allowed in
such cases, It may be stated that if the
Bureau should be required to make refunds
of the taxes paid on excessive profits repaid
to the Government because such excessive
profits have been 'determined before the
taxes, instead of after the taxes, entirely'
ignoring the previous recapture of a portion
of the excessive profits through the medium
of such taxes, an appropriation from Con-
gress -to provide funds for such refunds
would be necessary. The estimate of the
sum necessary for such purpose logically
would be based upon information from the
negotiating agencies relative to the income
and excess profits taxes paid on the excessive
profitsrecaptured by such agencies without
reducing the excessive profits by the amount
of such taxes previously paid thereon.

What has been said above applies with
equal force to cases involving a cost-plus-a-
fixed-fee contract where an item for which
the taxpayer has been reimbursed Is disal-
lowed as an Item of cost chargeable to such
contract and the taxpayer is required to xe-
pay to the United States the amount dis-
allowrd.

ERR 1152.23

§ 1608.852-3 I. T 3611.
SEcrIoN 3806-l=A=zomsA OF EFFECr Or RE-
NEGOTIATION jop WAR CONrrx' rs OR DIsAL-
LOWANCE OF REIBURSEUENT

1943-12-11468
I. T. 3611

Effect for Federal income and excess profits
tax purposes of the renegotiation of Govern-
ment contracts or subcontracts thereunder
to eliminat excessive profits for a particular
year, and the allowance, in mitigationof the
effect of such renegotiation, of a credit against
the excessive profits, under section 3806 of
the Internal Revenue Code, as added 13y sec-
tion 508 of the Revenue Act of 1942, for Fed-
oral income and excess profits taxes attribut-
able to ;such vxcessive profits. Practice of
Bureau (I. T. 3577, C. B. 1942-2, 163) Testated.

Advice Is requested as to the effect for Fed-
eral Income and excess profits tax purposes
of the renegotiation of Government contracts
or subcontracts thereunder to eliminate ex-
cessive profits for a particular year, and the

allowance, in mitigation of the elfect of such
renegotiation, of a credit against the exces-
sive profits, under section 3800 of the In-
ternal Revenue Code, as added by section 508
of the Revenue Act of 1942, for Federal in-
come and excess profits taxes attributable to
such excessive profits.

'Under Title IV of the Sixth Supplemental
National Defense Appropriation Act of 1942
'Public Lav 528, Seventy-seventh Congress,
second session), as amended by section 801
of the Revenue Act of 1942 (Public Law 753,
Seventy-seventh Congress, second session),
certain Government departments- or agen-
cies are authorized and directed to require
contractors or subcontractors to renegotiate
the contract price with respect to designated
contracts and subcontracts in case any
amounts of excessive profits have been or are
likely to be reallzed therefrom and recover
such excessive profits paid, or to withhold
payment if the profits have not been paid.

In case the renegotiating agreement pro-
vides that excessive profits have been realized
under contracts in effect during prior tax-
able years for which returns have been filed
and the income and excess profits taxes paid
or assessed, elimination of the excessive prof-
its on which such taxes have been paid or
assessed is involved In the settlement. The
question was raised whether the contractor
,or subcontractor should repay the entire
amount of such excessive profits to the Gov-
ernment ald the Bureau of Internal Reve-
nue be required, to refund the income and
excess profits taxes paid on such excessive
profits, or whether oly, the amount of such
profits in excess of the Federal income and
excess profits taxes paid or assessed thereon
should be repaid by the contractor or sub-
contractor and no refund or abatement of
such taxes be made, the taxes being consld-
ered as a recapture of a portion of the ex-
cessive profits, and as' such a proper offset
against the total excessive profits, and the
remainder of the excessive profits being re-
'aptured through lrayment thereof to the
Government by the contractor or subcon-
tractor. The 'question was also raised
whether the excessive profits eliminated give
rise to a deduction in the income and excess
profits tax returns of the taxpayer for any
other taxable year, sincs to do so would
result In a double tax benefit- where the in-
come and excess profits taxes have been offset
'against the excessive profits. These ques-
tions have now been resolved by section 3806
of the Code, as Indicated below.

Section 3806 (a) 1 of the Cede requires that
a- payment or repayment 'within, a taxable
year ending after December 31, 1941, pf ex-
cesslve, profits pursuant to a renegotiation,
shall be treated,-as a reduction of the price
.of the contracts or subcontracts for the taxa-
ble year for which such price was received or
accrued. Section 3806 (b) of the Code re-
quires that the decrease In Federal income
and excess profits taxes resulting from such
contract price reductions be credited against
the amountoof the excessive-profits elimi-
nated through renegotiatlon. Consequently
the taxpayer will, on account of the renegoti-
ation, pay or repay to the United States only
the net amount of excessive profits of a
prior taxable year 'which remain after there
has been credited against the excessive
profits the amount of Federal income and
excess profits taxes attributable to such
excessiv, profits. If the amount allowed as
such credit against the excessive profits Is
less than the amount allowable, the dif-
ference is to be treated as an overpayment
of 'the tax to be refunded or credited to the
taxpayer as provided in section 3806 (c) of
the Code. Also, the credit allowed against
the amount of 'excessive profits, for Federal
income tax purposes, including computation
of post-war refund of' excess profits taxes
under section 78M fthe Code, is treated the
same as if such credit were a refund of the
taxes forming the basis of the credit.

In view of the provls-ns of section 3800, It
is the opinion of this ofllco that the tax-
payer's net income for Federal incomd and
excess profits tax purposes is required to be,
in effect, determined u~pon the ba3sl of, and
by glvlng effect to the renegotiation, No ro-
fund of tax for any tex-ble year shall include
any amount of tax which, pursuant to section
8806 (b), Is credited against excessive profits
-eliminated for such year. However, for tho
purpose of determining the correct amount
.of the tax after a renegotiation hr been
made for a taxable year, the amount credited
against the excessive profits eliminited Is to
'bS treated as an amount previously credited
to the taxpayer In respect of the tax for
such year. Also, the amount of the p'ist-war
xefund, under sections '760 and 7Z1 of the
Code, of excess profits tax shall be reduced
to reflect the amount of such .tlx v:hih Is
credited against the excessive profits elimi-
nated. Furthermore, v'here exce:elvo profits
eliminated and repaid to the Govo'ment
are treated as a reduction of grove income,
the amount of such excessive profits !, not an
allowable deduction from th5 gros l"'ome of
the taxpayer for any taxable year. (See ea-
tion 3806 (a) 3 of the Code.) Tltii may be
illustrated by the following example:

Example. The A Co'poration, wbi'h makes
Its Income and excess profits tax rft.irna on
the calendar year basis, filed Its rsvurins for
1942 on March 15, 1943. As a result of a re-
neotiation consummated on May 1, 1013, It
was determine'd that In 1942 the A Co"pora-
tion realized excessive profits of tl,000,000
In the performance of Its Governmnrmt con-
tracts. On such amo'lnt of 01,00," 000, the
A Corporation was assessed Fedorrl Income
and ercss profits taxes aggregating F,700,000,
.of which $10,000 represented deela-ed value
excess-profits taxes and $270,000 reopy~onted
-excess profits taxes Imposed by Suttch'pter
'V of Chapter 2 of the Code. Such tixes wore
credited against the $1,000,000 of e:xerslvo
profits eliminated for 1042, and on May 1,
1943, the A Corporation paid to the United
States the net amount of $300,000 (01,000,000
less $700,000). The gross income og the A
Corporation for 1942 is to be reduce-d by the
$f,000,000 In excessive profits eliminated,
The A Corporation Is not entitled in comput-
ing its net Income for 1942 or any cubie-
quentftaxable year to deduct any portion of
such $1,000,000 excessive profits. ra part of
the $700,000 Federal income and exce-a profits
taxes shall be refunded or credited to the tax-
payer under sections 321 and 322 of the Code.
However, for the purpose of determining
the correct tax for 1942, the anount of tax
shown by the A Corporation on Its return for
such year shall be decreased by the $700,000
credit allowed against excessive profits. The
post-war refund of' excess profits tx is re-
duced by $27,000 (10 percent of $270,000).

In giving effect to the principles rpplled by
section 3806 of the Code In case the renego.
tinting agreement determines redurd con-
tract prices to be charged during the year
of the agreement or subsequent thereto, or
a repayment Is to be made In lieu thereof
which is not applicable to profits for a year
for which an income tax return bas been
filed, and on which profits income and excess
profits taxes have not been assessed or paid,
the practice of the Bureau has been to per-
nit the taxpayer to reduce the gross Income
to be reported in the returns for such years
to conform with the reduced price or, In
case of repayment, to permit a deduction
to be taken in ,computing not income, pro.
vided, excessive profits determined to have
been realized and received by th0 taxpayer
are repaid to the Government. Likewise, In
case the reduced contract prices are deter-
mined for the immedlitely preceding taxable
year or a repayment is to be made In lieu
thereof, and the completed income oand ex.
cess profits tax returns for such year have
not been filed at the time of such deter.
mination, the taxpayer has been permitted
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toxeport thegross ncom o preceding It will be noted that the nbovre-quotcd
year to -onform with the zeduced prices Trovslon of the Code Include within the
agreed upon or to take a rteduction in ,com-- fterm "renegotlation"-"any modifiction of
puting net Income, as the case may -be, pro- one or more contracts with the United States
vided the taxpayer repays to the Govern- or any agency thereof, and any agreement
ment the excessive profits determined to *with the United States or any agency there-
have been realized. No deduction from gras of-in respect of one or more ouch contracta
income is allowed Tor any other taxable year or subcontracts thereunder"
for the amount of such excessive profits so It Is held 'that the term "reneZotlion,"
repaid. This method of treatment wil con- for the purpom of zction 3CO0 of the In-

tinue to be followed, subject to the condition ternal Revenue Code, as amended, is not
that the excessive profits be paid or Tepaid limited to a renegotiation within the mean-
to the United States or credited aguinst Ig of section 403 of the Sixth Supplemental
amounts due and payable from the United National Dcfenso Appropriation Act, 19,4.

as amended, upra (which section Ia cited
States, and no ,eduction from gross income as the Renegotlatfon Act). It Includes an
will be allowed for any other taxable -year agreement In writing made In rczpect o one
for the amount of such excessive profits so or more Government contracts or ubeon-
repaid. (See I. T. 3577, C. B. 1942-2, 163.) tracts thereunder, and may be cffcctcd by

The above statements apply with equal un exchange of -orre pondenca which cm-
force to (1) disallowance of items of cost bodies a 1indlng agreement by both partes
for which a contractor has been pre:lously as to the amount repaid or to bexercpald and
reimbursed under I cost-plus-a-fixed-fee the year to which the repayment relates. A
contract (see section 3806 (a) 2 of the Code), Government contractor, acting upon l own

and (2) contracts involving any renegotia- initiative and desirols of refundinr direct

tion within the meaning of that term as It to the United Statfs profit- he has realized

is defined in' section 3806 (a) 1 (A) of the under a Government contract, or a zubcon-

Code, including, but not limited to, (a) any tract thereunder. should, however, get In

modification of one or more contracts with touch with the roncgotiating agency ar to

the United States or any agency thereof when the form of agreement In writing which may

such modification effects a voluntary elim- -be employed.

ination of excessive profits (as defined in ERR B52.4J
section 3801 (a) 1 (B) of the Code) Tor a
prior year, or a price reduction made retro- § 1608.852-5 T. D. 5405.

active for a prior year pursuant to express T DZ AnV .Mr,
provision for price adjustment contained in OFFICE OF COaU.ZSMO:in 0r
the contract, and 1(b) any alrement with I urci.-AL RvIamr,
the United States or any agency thereof in Washington 25, D. 0.
respect of one or more such contracts or To Collectors of Internal Rcrenuc and Others
subcontracts thereunder. concerned:

ERR 852.31

§ 1608.852-4 L T. 3671.

SEC-IOZ 38' 6-MaTmATION OF E e'Cr or RE-
oorIATIoN OF WAR CONTAc= on DiSAL-

LOWA=cs OF R EMMURSELm
1944-12-11764

I. T. 3671

The term "renegotiation." for the -purposes
of section 3806 of the Internal Revenue Code,
as amended, is not limited to a xenegotla-
tion within the meaning of section 403 of
the Sixth Supplemental National Defense
Appropriation Act, 1942 (56 Stat., 226), as
amended.

Advice is requested 'whether the term "re-
negotiation," for the purposes of section 3806
of the Internal Revenue Code, as amended,
is limited to a _enegotiation within the
meaning of section 403 of the Sixth Supple-
mental National Defense Appropriation Act,
1942 (56 Stat., 226), as amended, or whether
any Government contractor, acting upon his
own initiative and desirous of refunding di-
rect to the United States profits be has re-
allzed under a Governrnent contract, or a
subcontract thereunder, may effect a repay-
ment of such profits in a manner coming
Withm the provisions of section 3806 of the
Code, as amended.

Section 3806 (a) (1) (A) of the Code
provides as follows.

The term 'renegotiation" includes any
transaction which is a renegotiation within
the meaning of section 403 of the Sixth Sup-
plemental National Defense Appropriation
Act (Public 528, 77th Cong,2dSees.) orsuch
section, as amended, any modification of one
or more contracts With the United States
or any agency thereof, and any agreement
with the United States U any agency there-
of in respect of one or more such contracts
or subcontracts thereunder.

IN 19- 15

Section 29.42-1 (a) of Revulations Mll
[Part 29, Title 20, Code of Federal Regula-
tions, Cum. Supp.] I, amended by strihing out
the last sentence andIncerting in lieu thercof
the following:

Except as otherwise stated In this Lubec-
tion, such Items as claims for camp-nation
under canceled Government contract3 con-
stitute income for the year in which they ara
allowed or their value is otherwise definitely
determined, if the return s rendered on the
accrual basis; or for the year In v 'hch re-
ceived, if the return Is rendered on the basis
of cash receipts and disburccments. In the
case of a termination of a war contract as
deflnea by Lection 3 of the Contract 3ttle-
ment Act of 19-4 (or the termination of any
other Government contract as to 'which the
right to compensaton Is definitely fixed and
the measure thereof Is determinable with
reasonable accuracy), if the return Is ren-
dered on a basis other than cash receipts and
disbumements, compensatlon for the termi-
nation shall, unless a dilfcrent method of
reporting Is prescrlbcd or approved by the
Commrasloner, constitute income for the tax-
able year in which falls the efetive date of
the ter~anatlon, ezcept that if any part of
the compensation Is attributable to cozt, ex-
penses, or lc=e incurred in a subscquent
,year such part of the compensation shall be
returned as income for the subsequent year.

(This Treasury decislon is Issued under the
authority contained In sectlon 62 of the
Internal Revenue Code (53 Stat. 32; 20 U. S.
.C., 1940 Rd., 62).)

HAnOLD N. Ga-bv3,
Acting Commissioncr of Intcrnal Reronu.c

Approved: September 22, 19-4.

D. W. M=,
Acting Secretary of the TrcaurJ.

[RR 852.5]

1603.052-6 Zlimeograpl 57G.

Com.-.1Imeegrph
'Q~.1f. N~o. 0C
R. A. 170. 1S3
T. 8. o. ^43

Tx'z =r 0 Coza-_.r-ron rcT .=

Collczto= of internal lRevenue,
Internal Revenue Agts In arge,
Heads of rleld Divnl'.a of the Tech-

nucal Staff, and Others Concrnoc:

Pursant to the provisions of g 23.42-1,
lMegulations 111, as amended by T. D. M405,
promulated on S-ptember 22, IS44, in the
cace of a contractor who renders his returns
other than on a b-zc- of cah receipts and
dlsburc-ments., comp=-ation in res-pct of
termination of fixed-price contract. which
constitute war contracts within the meaning
of sectlon 3 of the Contract Settlement Act
Of 144 .ball., in the ca e of negotiated st-
tlementz, h treated for Tderal, Income and
v.zcess profits tax purpose_ in accordance witth
the following:

(a) T"hen included In grom i come. In
the e-e of a negotiated settlement, cmn-
pan-ation for the termination of uch fixed-
price contracts shall t2 Included in cosma-t-
Ing the grcs Income for a particular t=re
-year in accardance with the following rules:

(1) Taxable ycars ercrfrg prior to luly 21,
294d. In cae a war contract is tarminated
within a t.=able year ending prior to July
21, 19414, the effective date of the Contract
Zettlement Act of 1044, the income from the
contract termination r1al1 be Included in
comouting grcss income for the taxable year

'in which the claim is allowed (or the ='ttle-
ment proposal i accepted) or for the taxable
Tyczr In vhich Its-alu2 L otherrise definitely
dotemincd or for the first taxa:e year end-
inz after July 20.1 4. w hchever year is the
earlHt: Prorfaed, howcrvr, That the con-
,tractor shall not ba required or pemittcd to
,include in income for such ycar any part of
the income from the coptract termination
which was

, - 
included in income for the year of

the contract termination.
(2) Taxable $car3 enCng om or after JutY

21, 1044. In case a war contl-ct- terminated
within a taxable ymr ending on or after July
21, I2M, the income from the contract termi-
nation Lhall be included in computing gross
income for the tasabla year of the contact
termination. The foregoing- method sh-1
apply in all such case unlcss a diffesnt
method I3 przarb:d or liprovEd b1y the
Commslioner. As a general rule, sh dif-
ferent methcd will be preacrlbed or approved
Only in Lcplfic cass end after examination or
dIzclosure of all pertinent facts. 0

(3) Adfuz-m t of return. If the Income
from the contract termination which, under
the atoe subparagraph (1). Ls to be t=-en
Into account In computIng gross income for
the taxable year in which the Contract Se-tl-
ment Act of 1IM bmae ee-tive, or rhich,
under the above zbbpyara_-ah (2) is to ha
tahen into account for tha year of the con-
tract termination, Is not definitely az-r-
taincd at the titne of filing the return, the
contactor rhall Include In hls return a rea-
ronable estimate of ouch income, and should
attach to hs return a statement id=aafyins
the contract tarmination to which such eti-
mato relatcs. Wen the correct amount of
the income from the contract termination L
ascrtaincd, an adjuntmmnt sbal be made
jor the year for which the income was In-
cluded. Cf. Continentcl TL- & Lumber Co.
v. United State. (1032) 283 U. S. 230.

(4) Correlation of deductions- cud ea .
.A3 a reneral rule, item which are dadcect-

1035
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ible in computing net income and which
for contract termination purposes are allo-
cable to the uncompleted portion of a ter-
minated contract shall be deductible in com-
puting net icome for the taxable year~for
which the income from the contract termi-
nation is includible in gross income. Cf.
Hlce & Co. v. Commisszoner, (19209; C. C. A.
2nd) 30 Fed. (2d) 630. In the case of a con-
tract terminated within a taxable year ended
prior to July 21, 1944, the rule stated in the
preceding sentence shall not apply to any
Item which was deducted by the contractor
in a taxable year prior to the year i-which.
the income from the contract termination is
included in income. Nor, in a case of a con-
tract terminated within a taxable year ended
on or after July 21, 1944, shall a contractor
be permitted to deduct for the taxable year
for which the income from the contract ter-
mination is included in income expenses in-
curred, or losses, depreciation or amortization
sustained, In a taxable year prior to the year
of the contract termination.

(b) Scope of negotiated settlements. By
letter to the Bureau dated October 25, 1944,
the Director of Contract Settlement tates:
"Under the procedures and practices pre-
scribed by this Office under the Contract Set-
tlement Act of 1944 in respect of negotiated
settlements of claims arising out of termina-
tions of fixed-price contracts, no part of the
compensation for the contract termination
as determined for the purposcs of the Act and
as agreed to by the contractor and the, con-
tracting agency is made in payment of any
particular item, except that a part of the
compensation may be authorized and-agreed
to as payment for a part of the cost of an
emergency facility as defined in section 124 of
the Internal Revenue Code, as amended:'
This statement Is referred to herein as the
"Director's statement." In view of this state-
ment, in the case of a -negotiated lump-sum
settlement of a claim for compensation for
termination of a fixed-price contract, the
contractor is precluded from showing, and
the Commissioner from determining, for Fed-
eral income and excess profits tax purposes,
that any part of the compensation is for,
in reimbursement of, or attributable to, any
particular item of property, cost, expense or
loss, except that this does not apply in cases
where specific provisions in the settlement
agreement require otherwise. In such ex-
cepted caces, there shall be excluded from
income that portion of the compensation
which (1) under such provisions is for, or
in reimbursement of, any such item, and (2)
is to be applied in reduction of the cost or
basis of such item or, In the event such item
Is deductible, is includible in income for the
taxable year in which such item is incurred.
Such reduction in basis shall be made as of
the effective date of the contract termination.
See Glendinntng, Mcesl. & Co., 24 B. T. A.
518, affirmed 61 Fed. (2d) 950; A. J. Tower
Co. v. Commissioner, (1930; C. C. A. 1st) 38
Fcd. (2P) 618; New York, Chicago & St. Louis
.R. R. Co., 26 B. T. A. 1229. 1289; Edith Henry
Barbour 44 B. T. A. 1117; and, also, section
124 (h) of the Internal Revenue Code.

(c) No-cost settlements. The phrase "no-
cost settlement" as used herein refers to a
settlement in respect of a contract termina-
tion pu:suant to which the contractor
waives or releaces all claim to compensation
for the contract termination. In case a no-
cost settlement Is made in respect of a ter-
mination of a fixed-prlce contract, regard-
less of whether it is made pursuant to the
provisions of section 6 '(d) of the Contract
Settlement Act of 1944 or otherwise, in view
of the Director's statement (see paragraph
(b), above), the treatment of such settle-
ment for Federal income and excess profits
tax purposes shall be consistent with the
following:

(1) Effect on income. No amount shall
be treated as income from the contract ter-
mination for the purposes of the above para-
graph (a), and, if any such amount is in-

cluded in the return for any year,-the return
shall be adjusted to accord with the provi-
sions of this subparagraph. This adjustment
may be made at any time within the perlcd
prescribed by the statute of limitations, re-
gardless of when the no-cost settlement is
made.

(2) Effect on deductions. The execution
of a no-cost settlement does not preclude the
contractor from being entitled, in computing
net income for a given taxable year, to de-
duct any item which is allowable as a deduc-
tion under the provisions of the Internal
Revenue Code. Conversely, the eecution of
such settlement does not alone establish for
the contractor a right to deduct for any par-
ticular year any Item not otherwise allow-
able in computing net income for such year.
Cf. H. D. Lee Mercantile Co. v. Commissioner
(1935; C. C. A. 10th) '79 Fed. (2d) 391; C. B.
XV-1, 302. The deductibility of any item is
to be determined upon the basis of all the
pertinent facts and circumstances and Irre-
spective of whether a no-cost settlement is
or is not made. Consequently, in termina-
tions of fixed-price contracts the provisions
of the Contract Settlement Act of 19,14, as
construed and applied by the Director of
Contract Settlement in negotiated settle-
ments, including no-cost settlements, do not
preclude the dertuction of expenses incurred,
or lomes, depreciation cr amortization sus-
tained, in connection with the terminated
contract, though such items are allocable to
the uncompleted portion of such contract;
and the deductibility of such items Is to be
determined without regard to any right of
the contractor to compensation in such
cases.

,(3) Effect- on inventories. Regardless of
when the no-cost settlement is made, the
determination of what articles are properly
includible in the closing inventory of the
year of the contract termination or the
closing inventory of any subsequent year,
and the valuation of such articles for inven-
tory purpo:es, are to -b3 made without re-
gard to any right Cf the contractor to com-
pensation for termination of a contract ter-
minated prior to the inventory date. U. S.
Cartridge Co. v. United States (1932), 264
U. S. 511; American Propeller and Mfg. Co. v.
United States (1235; Ct. CIs.) 14 Fed. Supp.
163.

Correspondence in regard to th's mimeo-
graph should refer to its number and the
symbols IT:NDC.

ERR 852.6)
JOSEPH D. NUNAN, Jr.,

CommssZoner

[F R. Doe. 45-1056; Filed, Jan. 17, 1945;
9:37 a. in.]

Notices

FEDERAL POWER COMMISSION.

[Docket No. C-599]

TENNESSEE GAs AND TRANSMISsION Co.

ORDER GRANTING PETITION TO WITHDRAW
APPLICATION AND TEPMINATING PROCEED-
ING THEREON

JANUARY 23, 1945.

It appearing to the Commission that:
(a) By its order, of January 4, 1945,

the public hearing in this proceeding was
set to commence on February 8, 1945, at
10 a. m., (e. w. t.) in the Hearing Room
of the Federal Power Commission, Hur-
ley-Wright Building, 1800 Pennsylvania
Avenue, N. W., Washington, D. C.

(b) On January 18, 1945, Tennessee
Gas and Transmission Company filed a
petition rpquesting the withdrawal of its

application filed herein on November S0,
1944, for a certificate of public conveni-
ence and necessity pursuant to vstlon
7(c) of the Natural Gas Act, as amended,
for authority to construct and operate
certain facilities therein described;

The Commission orders that:
(A) The petition for leave to withdraw

the application filed in this mitter on
November 30, 1944, be and it Is hereby
granted without prejudice.

(B) The order setting this matter for
hearing on February 8, 1945, be and it
is hereby vacated, and this pro.iccding Is
hereby terminated.

By the Commission.

ESEAL ILrON M. FuQui%',
SeeclarJ,

[F R. Doe. -45-1496; Filed, Jan, 25, 1431,
9:43 a. In.]

[Docket Nos. 0-011 and 10-0121

PANHANDLE EASTERN PIPE LINE CO,

NOTICE OF APPLICATIONS

JANUARY 24, 1945.
Notice is hereby given that on Janu-

ary 6, 1945, applications were filed with
the Federal Power Commission by Pan-
handle Eastern Pipe Line Company
("Applicant"), a Delaware corporation
having its principal offices at Iansts
City, Missouri, and Chicago, Illinois, and
which owns and operates an integiated
natural gas pipeline system situated In
the States of Texas, Olahoma, Kansas,
Missouri, Illinois, Indiana, Ohio and
Michigan, seeking (1) a Presidential Pir-
mit, pursuant to Executive Order No.
8202, for the construction, opartlon,
maintenance and connection, at the In-
ternational boundary of the United
States, at and near the City of River
Rouge, Michigan, of facilities for the ex-
portation of natural gas to Canada
(Docket No. G-611), and (2) an order
authorizing it, pursuant to sesdon 3 of
the Natural Gas Act, to export natural
gas from the United States to Canada
(Docket No. G-612)

The applications recite that the nat-
ural gas which Applicant proposes to
export Is to be obtained from the Pan-
handle Field in Texas and the Hugoton
Field in southwestern Kansas, western
Oklahoma and northwestern Texas; that
as of November 25, 1944, Applicant en-
tered into a contract with UnIon Gas
Company of Canada, Ltd. ("Canadian
Company") a corporation of the Prov-
ince of Ontario, Canada, whereby
Applicant has agreed to sell and deliver
to the Canadian Company, in the spring,
summer and fall months of each year
during the life of the contract, the fol-
lowing quantities of natural gas:

(a) During each twelve-month period
- throughout the life of such contract and

any renewal or extension thereof, 5,500,-
000,000 cubic feet;

(b) Such quantities in addition to the
foregoing as Applicant, upon specific re-
quest of the Canadian Company, may,
elect to deliver up to, but not exceeding,
15% of the aforementioned quantities;

that the contract specifically provides
that applicant shall be under no obliga-
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tion to deliver any gas to the Canadian
Company during the months of Janu-
ary, February, March and December of
each year; that the rate proposed to be
charged the Canadian Company is 2-5,
con of the United States of America, per
MCF (subject, however, to increase or
decrease in accordance with variations
in the heating value of the gas, and in
accordance with variations m the price
of coal) that the term of such contract
is the period from the date of its execu-
tion to (a) the expiration of 20 years
from the first day of the month immedi-
ately following the date of initial delivery
of gas thereunder, or (b) December 31,
1-05, whichever date is earlier, and that
unless then terminated by written notice
given by either party thereto 6 months
prior to such expiration date, the con-
tract shall continue thereafter until ter-
imnated by either party upon 6 months'
!rior written notice; that the gas so
nroposed to be exported and sold by Ap-
plicant is to be utilized by the Canadian
Company for resale to the latter com-
pany's domestic, commercial, industrial
and other consumers located in the Do-
minon of Canada; that the Canadian
Company proposes to utilize a portion of
the gas at the time or times of deliveries
to it, for the- purpose of currently aug-
menting its system requirements of gas
for resale in the Dominion of Canada;
but that the greater portion of such gas
is proposed to be piped by Canadian
Comany into its underground storage
facities located in its "Dawn MField" in
Ontario, Canada, for withdrawals as they
become necessary, during the winter
months, to meet said company's peak-
load requirements.

The facilities proposed to be con-
structed by Applicant for the exuortation
of natural gas to Canada include a 16"
0. D. lateral steel pipe line connecting
with Applicant's main 22" line at its
Detroit Regulator Station in the City of
Allen Park, Michigan, and extending
thence easterly to the right-of-way of
the D. & T. S. L. and the Michigan Cen-
tral Railroad and the D. T. & 1. Rail-
road; thence northeasterly along the
D. T. & I. Railroad to Coolidge Avenue m
the .City of River Rouge, Michigan;
thence southeasterly along Coolidge Ave-
nue to the west bank of the Detroit River,
at which point connection will be made
with two parallel 12" pipe lines extend-
mg underneath the Detroit River to
points of connection at the International
boundary line of the United States and
Canada with transmission pipe lines of
the Canadian Company, together with
necessary- appurtenant facilities.

Any person desiring to be heard or to
make any protest with reference to said
applications, or either of them, should,
on or beforethe 8th dayof February 1945,
file with the Federal Power Commission,
Washington 25, D. C., a petition or pro-
test in accordance with the Cornmilsion's
provisional rules of practice and regula-
tions under the Natural Gas Act.

[SEALl ION 21. Fu ruy,
Secretary.

[F. R. Doe. 45-1497; Filed, Jan. 25, 1945;
9:43 a. M.]

FEDMRAL TRADE COMMISSION.
[Docket No. G001]

QUi=ci MWUFACOU 1G Co., Er AL.
ORDER APPO'tir;TnO TRIA Ex 5ianmn mmT

r=xinG TI AiD PLACE roll T .G TE-
TILONY
At a regular session of the Federal

Trade Commission held at its offce in
the City of Washington, D. C., on the
23d day of January, A. D. 1945.

In the matter of John W. Kellogg, in-
dividually, and trading as QuIck Manu-
facturing Company, Quick Prophylactic
Company and Sealtex Company.

This matter being at Issue and ready
for the taking of testimony, and pur-
suant to authority vested in the Federal
Trade CommissIon,

It is ordered, That George B~ddIe, a
trial examiner of this Commission, be
and he hereby is designated and ap-
pointed to take testimony and receive
evidence in this proceeding and to per-
form all other duties authorized by law;

It is further ordercd, That the tal-ing
of testimony in this proceeding begin on
Friday, February 9, 1945, at ten o'clock
in the forenoon of that day (Central
Standard Time) in Room 1123, New
Post Office Building, Chicago, linols.

Upon completion of testimony for the
Federal Trade Commission, tMe trial ex-
aminer is directed to proceed immedi-
ately to take testimony and evidence on
behalf of the respondent. The trial ex-
aminer will then close the case and make
his report upon the facts; conclusions of
facts; conclusions of law; and recom-
mendation for appropriate action by the
Commission.

By the Commission.

Im B. J0oMso,
Secretary.

[F. R. Dc. 45-1531. Filed. Jan. 23. 145;
11:34 a. m.]

[Docket No. 61201

STArsm JoMns Co., AL.
ORDER A.PrOnflIG TRfIL EA M D FI=-

ING T n AID PLACE For TAiIIt T=ST-
LXONY

At a regular session of the Fcderal
Trade Commission, held at Its office in
the City of Washington, D. C., on the
23d day of January, A. D. 145.

This matter being at Issue and ready
for the taking of testimony, and pur-
suant to authority vested in the Faderal
Trade Commiion,

It ts ordered, That George Biddle, a
trial examiner of this Commisslon, be
and he hereby is designated and ap-
pointed to take testimony and receive
evidence in this proceeding and to per-
form all other duties authorlzsd by law;

it is further ordered, That the tazng
of testimony in this proceeding begin on
Monday, February 5, 1945, at ten o'clock
in the forenoon of that day Central
Standard Time), In Room 1123, New Post
Office Building, Chicago, Illinois.

Upon completion of testimony for the
Federal Trade Commisslon, the trial ex-
aminer is directed to proceed Immedi-
ately to take testimony and evidence on
behalf of the respondent., The trial ex-

aminer wil then close the case and make
his report upon the facts; conclusions of
facts; conclusionz of 'aw; and recommen-
dation for appropriate action by the
Cormissio.

By the Commission.
[iL] Oims B. J:,Maso:T,

Sscretary.
[P. R. D c. 45-1532; Filed, Jan. 23, 14M;

2113A a. m-]

[ndzcet NO. 52.151

Ilnois MMzcH&n-Ms MarT
oRDnn APPOnlU ,G TRnAL =A E XM sr:-

na "I 1 PLAcI 1Oi1 T1.1G T=5-

At a regular session of the Federal
Trad Commission, held at its-office in
the City of Washington, D. C., on the
23d day of January, A. D. 1f:45. -

In the matter of Harold S. Schwartz,
Jerome G. Becker, Louis S. Szhwartz and
Louis C. Schntz, coartners, trading as
Illinois Merchandise Mart.

This matter being at Isue and ready
for the taking of testmany. an-d pursu-
ant to authority vested in the Federal
Trade Commission.

It is ordered, That Gorge Biddle, a
trial examiner of" this Commisson, b
and he hereby is des!gnate2 and ap-
pointed td tahe testimony and receive
evidence in this proceeding and to par-
form all other duties authorzead by lan.

It is furthar ordcred, That the taln z
of te-timony in this proceeln- begin cn
Wednaday, February 7, 1915, at tsa
o'clodc In the forenoon of that day Con-
tral Standard Time), In Rom 1123. New
P,2t Ofic- Building, Chiucag, Illinois.

Upon completion of testimony for the
Fadral Trade CommLron, the trial ex-
aminer is directod to prcca3d 1-mez2at-ey
to take te.timony nd evidence on b2half
of the recsondant The trial emuiner
will thn doze the case and l-T..-e his re-
port ugon the facts; conclusiens of facts;
concluslons of law; and racominmandation
for appropriate action by the Commis-

tcn.
By the Commtscon.
[SzAL] OZIs B. JoIlzo:r,

Szeretary.

IF. R. DMc. 45-1533; Filed, Ja 25, 1243;
1:34 a. m.]

IINMT STATE COMMERCE COMMIS-
SION.

[S. 0. 10-A, spocLc- Parmit Ma;

Rzco.xsrsswr or Imscz AT
CExaScO, ILL.

Pursuant to the authority vezstd in me
by paragraph (f) of tha first- orderng
par -nrph (§ 93..5, 8 F.l d42) of
S:rvlce Order No. 70-A cf October 22,
113, perminzion is granted for any com-
mon carrier by railroad subject -o the
Interztate Commerce Act:

To dLrecrd entirely the poslons of
9c-rl a Ozder No. 70-A inssfar as it appIts
to tha reconz!inment at Chlc_ o, hitnoiz-,
January 20, 1M, by L- G11=d Company, f
car UPTX 83119, lettuce, now on the Cairn Z
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Produce Terminal, to Zimmerman Brothers,
Enola, Pennsylvania (P. R. R.).

The waybill shall show reference to this
special permit.

A copy of this special permit has been
served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commission
at Washington, D. C., and by filing it with
the Director, Division of the Federal
Register.

Issued at Washington, D. C., this 20th
day of January 1945.

V. C. CLINGER.
Director

Bureau of Service.

[F R. Doc. 45-1499; Filed, Jan. 25, 1945;
11:09 a. m.]

IS. 0. 70-A, Special Permit 830]

RECONSIGNMENT OF BROCCOLI AT
PHILADELPHIA, PA.

Pursuant to the authority vested in me
by paragraph (f) of the first ordering
paragraph-(§ 95.35, 8 F.R. 14624) of Serv-
ice Order No. 70-A of October 22, 1943,
permission is granted for any com-
mon carrier by railroad subject to the
Interstate Commerce Act:

To disregard entirely the provisions of Serv-
ice Order No. 70-A insofar as it applies to the
reconsignment at Philadelphia, Pennsylvania,
January 23, 1945, by Starr Produce Company,
of car SFRD 38932, broccoli, now on the Penn-
sylvania Railroad, to Yecker Elchenbaum,
Inc., New York, N.Y. (P. R. R.).

The waybill shall show reference to this
special permit.

A copy of this special permit has been
served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commission
at Washington, D. C., and by filing it with
the Director, Division of the Federal
Register.

Issued at Washington, D. C., this 23d
day of January 1945.

V C. CLINGER,
Director

Bureau of Service.

iF. R. Dec. 45-1500; Filed, Jan. 25, 1945;
11:09 a. m.]

IS. 0. 70-A, Special Permit 831]

RECONSIGNIlENT OF CAR PFE 52706 AT
MINNEAPOLIS, MINN.

Pursuant to the authority vested in
me by paragraph (f) of the first ordering
paragraph (§ 95.35, 8 F.R. 14624) of Serv-
ice Order No. 70-A of October 22, 1943,

pernission Is granted for any common
carrier by railroad subject to the Inter-
state Commerce Act:

To disregard entirely the provisions of Serv-
ice Order No. 70-A insofar as it applies to the
reconsignment at Minneapolis, Minnesota,
January 22, 1945, by W. A. Snyder & Sons
Company (Lindsay, Cal.) of car PPE 52706,
now on the C. St. P. M. & 0. to Chester
ranzell Company, Pittsburgh, Pennsylvania

(CNW-PRR).
The waybill shall show reference to this

special permit.

A copy of this special permit has been
served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commis-
sion at Washington, D. C., and by filing
"it with the Director, Division of the Fed-
eral Register.

Issued at Washington, D. C., this 22d
day of January 1945.

V C. CLINGER,
1 Director

Bureau of Service.

[F. R. Dec. 45-1501; Filed, Jan. 25, 1945;
11:09 a. in.]

[5. 0. 70-A, Special Permit 832]

RECONSIGNMENT OF TOmATOES AT KANSAS
CITY, Mo.

Pursuant to the authority vested in me
by paragraph (f) of the first ordering
paragraph (§ 95.35, 8 F.R. 14624) of Serv-
ice Order No. 70-A of October 22, 1943,
Plermission is granted for any common
carrier by railroad subject to the Inter-
state Commerce Act:

To disregard entirely the provisions of
Service Order No. 70-A insofar as it applies
to the reconsignment at Kansas City, Mis-
souri, January 22, 1945, by Pina & Sons of
car PFE 34671, tomatoes, now on the C. n. I.
& P. Railroad to J. C. Mortiz Company, Phila-
delphia, Pennsylvania. (RI-Wab.-PRR).

The waybill shall show reference to this
special permit.

A copy of this special permit has been
served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commission
at Washington, D. C., and by filing it with
the Director, Division of the Federal
Register.

Issued at Washington, D. C., this 22d
day of January 1945.

V C. CLINGER,
Director,

Bureau of Service.

[F. R. Doc. 45-1502; Filed, Jan. 25, 1945;
11:10 a. m.]

[S. 0. 70-A Special Permit 8331
RECONSIGNIENT OF LETTUCE AT KANSAS

CITY, Mo.

Pursuant to the authority vested in me
by paragraph (f) of the first ordering
paragraph (§ 95.35, 8 P.R. 14624) of Serv-
ice Order No. 70-A of October 22, 1943,
permission is granted for any common
carrier by railroad subject to the Inter-
state Commerce Act:

To disregard entirely the provisions of Serv-
Ice Order No. 70-A Insofar as it applies to the
reconsignment at Kansas City, Missouri, Jan-
uary 22, 1945, by E. E. Walter PFE Company,
of car PFE 36268, lettuce, now on the MET to

'P. J. McCann, Atlanta, Georgia.
The waybill shall show reference to this

special permit.

A copy of this special permit has been
.served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commission
at Washington, D. C., and by filing it with
the Director, Division of the Federal
Register.

Issuetl at Washington, D. C., this 22d
day of January 1945.

V C. CLINGER,
Director,

Bureau of Service,

iF. n. Doe. 45-1503; Piled, Jan, 25, 1945,
11:10 a. in.]

IS. 0. 70-A, Special Permit 8341

RECONSIGNMENT OF TANGERINES AT
CHICAGO, ILL.

Pursuant to the authority vested in
me by paragraph (f) of the first order-
ing paragraph (§ 95.35, 8 P.R. 14624) of
Service Order No. 70-A of October 22,
1943, permission is granted for any com-
mon carrier by railroad subject to the
Interstate Commerce Act:

To disregard entirely the provisions of
Service Order No. 70-A insofar as it applies
to the reconsignment at Chicago, Illinois,
January 22, 1945, by Gridley Maxon, of car
FGE 50469, tangerines, now on the Chicago
Produce TerAinal, to Eisner Grocery Com-
pany, Champaign, Ill. (IC).

The waybill shall show reference to this
special permit.

A copy of this special permit has been
served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commis-
sion at Washington, D. C., and by filing
it with the Director, Division of the Fed-
eral Register.

1058
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Issued at Washington, D. C., this 22d
day of January 1945,

V. C. CLINGER,
Director

Bureau of Service.

IF. R. Doc. 45-1504; Filed, Jan. 25, 1945;
11:10 a. m.]

IS. 0. 70-A, Special Permit 835]

RECONSIGNZ NT OF ORANGES AT-

CHICAGO, ILL.

Pursuant to the authority vested in me
by paragraph (f) of the first ordering
paragraph ( 9.35, 8 F.R. 14624) of
Service Order No. 70-A of October 22,
1943, permissio4 is granted for any com-
mon carrier by railroad subject to the
Interstate Commerce Act:

To disregard entirely the provisions of
Sarvice Order No. 70-A insofar as it applies
to the reconsignment at Chicago, Illinois,
January 23, 1945, by Pacific Fruit Distribu-
tors, of car PFE 93388, oranges, now on the
Chicago Produce Terminal, to David Schul-
man, Cleveland, Ohio (N. K. P.), account
railroad error in transmission of diversion
orders.

The waybill shall show reference to this
special permit.

A copy of this special permit has been
served upon the Association of American
Railroads, Car Service Division, as agent
of the railroads subscribing to the car
service and -per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commission
at Washington, D. C., and by filing it
with the Director, Division of the Federal
Register.

Issued at Washington, D. C., this 23d
day of January 1945.

V. C. CLINGER,
Director

Bureau of Servie.

IF. R Doc. 45-1505; Fied, Jan. 25, 1945;
11:10 a. m.]

IS. 0. 262, 2d Amended Gen. Permit 11

REFRIGERATION OF Craus FRurrs Fnou
FLORIDA

Pursuant to the authority vested in me
by paragraph (e) of the first ordering
paragraph (9 F.R. 14786) of Service Or-
der No. 262 of December 18, 1944, per-
mission is granted for any common car-
rier by railroad subject to the Interstate
Commerce Act:

To provide standard refrigeration on any
refrigerator car loaded with a mixed ship-
mentof tangerines or temple, king, or clem-
entine oranges and other citrus friuts origi-
nating at any point, or points in the State
of Florida: Provided, That the tangerines or

'temple, king, or clementine oranges In the
car comprise not less than fifty (50) percent
of the tariff minimum weight applicable on
the tangerines or temple, king, or clementine
oranges: AnL further provided, That the way-
bills shall show reference to this general
permit.

This general permit shall b-come effectivo
at 12:01 a. in., January 27, 1945. and rhall ex-
piro at 12:01 a. m., April 1, 1015.

A copy of this general permit has been
served upon the Assocation of American
Railroads, Car Service Division, as agent
of the railroads suberibing to the car
service and per diem agreement under
the terms of that agreement; and notice
of this permit shall be given to the gen-
eral public by depositing a copy in the
office of the Secretary of the Commis-
sion at Washington, D. C.. and by filing
it with the Director, Division of the Fed-
eral Register.

Issued at Washington, D. C., this 23d
day of January 1945.

"V. C. CLIGEn,
Director,

-Bureau of Service.

iF. R. Doc. 45-1506: Filed, Jan. 25, 1945;
11:10 a. m.]

[S. 0. 2701

ROuTI NG OF SYLMOL TnhArC

Correction

In Federal Register Document 45-1408,
appearing on page 902 of the Issue for
Wednesday, January 24, 1945, paragraph
(f) should read as follows:

(f) Expiration date. This order shall
expire at 12:01 a. In., February 23, 1945,
unless otherwise modified, changed, sus-
pended or annulled by order of this Com-
mission. (40 Stat. 101, sees. 402, 418; 41
Stat. 476. 435, sees. 4. 10; 54 Stat. 901,
912; 49 U. S. C. 1 (10)-(17))

OFFICE OF ALIEN PROPERTY CUS.
TODIAN.

[Vesting Order 37. Amendatory and Supp.
Order 11

Brsuse Co., Irzc.

First. Under the authority of the
Trading with the Enemy Act, as
amended, and the authority vested by
the President In the Alien Property Cus-
todian, and pursuant to law, the Allen
Property Custodian:

(A) On June 30, 1942, Isued Vesting
Order'Number 37 (7 .R. 5070) finding,
among other things, that 697 shares of
the common capital stock of Bislerl Com-
pany, Inc., a New York corporation, reg-
istered in the names of S. A. Felice Bislerl
& Cia., Milan, Italy, (65 shares) and
Michele Bonelli, 1ilan, Italy, (2 shares)
were the property of Nationals of a For-
eign Country, as defined In Executive Or-
der No. 8389, as amended, and declaring
that such property, including any and
all interest therein was vested In the
Alien Property Custcdian;

(B) Hereby amends Vesting Order
Number 37 as follows and not otherwise
by finding and determining that the "Na-
tionals of a Foreign Country" therein
mentioned were at the time of vesting
and now are S. A. Felice Bisleri & CIa.,
and lichele Bonelli, and that they are
nationals of a foreign country, namely,
Italy.

Second. (A) To the extent, if any,
that any of the property listed in section
First hereof, and full, complete and un-
qualified le-al and equitable title, tharem
and thereto, was not vested in the Alien
Property Custodian by Vesting Ozder
Number 37, datcd June 30,1e42. the Aien
Property Custodian, under the authority
of the Trading with the Enemy Act, -,s
amended, and Executive Ord eNo. 8395,
as amended, and pursuant to law, after
Investigation, finding:
L That of the total Lsued and outstand-

Ing common capital tocl: of lerI Cempany,
Inc. a corporation organlzd under th La.s
of the State of New Ycrk and a business en-
terprie vIth n the United States, const-ting
of 7CD ha-res, C37 (93.57%) were, pr-or to
June 30, 1012, rcgi tered in the nanm:s of and
owned by the persons listed helaw. in tha
amounts appcaring eppzsAte each na na, and
are evidenc3 of control of sald busines.
enterprse:

Number of
Iancs: -Tare

S. A. Felice Bsler & C~a____ 635
lchele EonlL__.. 2

617

2. That the last kmown addres of S. A.
Felice BUrl & Cla., and Mtchele Baneli are
l1iloan, Italy. and that they are redsudnts of
Italy and nationala of a desiatcd enemy
country (Italy);

and determining:
3. That Bileri Ccinuany, Inc., is csntrollsd

by S. A. Felice Btherl & Cla., and Li-hle
Danelil, and Is a national of a designated
enemv country (Italy):

4. That to the extnt that such natfiona
are parsons not within a disIgnated enemy
country: the nationa Interezt ef the United
States rcquires that such persons ba treated
as nationala of a dedgnated enemy country
(Italy);
and hvlr made all determinations and
t2ln all action required by law, including
appropriate consultatfon and c-rtification,
and deeming It ncce-ary In the national
Interc3t

hereby vests In the Alien Property Cus-
todian the 697 shares of common canital
stock of Bisleri Company, Inc., described
above, together with any declared and
unpaid dividends thereon, to be he:d,
used, administered, liquidated, sold or
otherwise dealt with in the interest and
for the benefit of the United States.

(B Such property so vested by para-
graph (A) of thi3 section Second and any
or all of the prcceeds thereof shall ba held
in an appropriate account or accounts,
pending further determination of the
Alien Property Custodian. ThLs order
shall not be deemed to limit the p3,wer of
the Alicn Property Custodian to return
such property or the proceeds thereof in
whole or in part, nor shall it be deemed to
Indicate that comnenation will not be
paid in lleu thereof, if and when it should
be determined to tahe any one or all of
such actions.

(C) Any person except a national of a
designated enemy country, asserting any
claim arising as a result of this amenda-
tory and supplemental order may, within
one year from the date hereof, or within
such further time as may be allowed, file
with the Allen Property Custodian on
Form APC-- a notice of claim, together
with a request for a hearing thereon.
Nothing herein contained shall be deemed
to 'onstitute an admission of the emst4i
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ence, validity or right to allowance of any
such claim.

(D) The terms "national", "designated
enemy country" and "business enterprise
within the United States" as used herein,
shall have the meanmigs prescribed in
section 10 of Executive Order No. 9095, as
amended.

Third. This amendatory and supple-
mental order is corrective of and sup-
plemental to, and in no way diminishes,
restricts or limits the force and effect of
said Vesting Order Number 37, (7 F.R.
5078) and nothing herein contained shall
diminish, restrict or limit any rights,
titles, or interests vested in the under-
signed, as.Alien Property Custodian, pur-
suant to said Vesting Order Number 37.

Executed at Washington, D. C. on
January 23, 1945.

[SEAL] JAIES E. MARKmiLT,
Alien Property Custodian.

[r R. Doec. 45-1530; Filed, Jan. 25, 1945;
11:33 a. m.l

[Vesting Order 4231, Amdt.]

J. M. VOITH, MASCHINENFABRI

In re: Claim of J. M. Voith, Machinen-
fabrik, Heidenheim/Brenz, against
American Voith Contact Co., Inc.

Vesting Order No. 4231, dated October
24, 1944, is hereby amended as follows
and not otherwise:

By deleting subparagraph 3 (b) of said o

vesting order and substituting therefor
the following:

(b) The sum of $11,035.32 received by
American Voith Contact Co., Inc., on
or about March 17, 1941, and shown on
the books of said company as royalties
received from S. Morgan Smith Co.

All other provisions of said Vesting
Order No. 4231 and all action taken on
behalf of the undersigned in reliance
thereon, pursuant thereto and under the
authority thereof are hereby ratified and
confirmed.

Executed at Washington, D. C., on
January 23, 1945.

[SEAL] JA51ES E. MARKHAM,
Alien Property Custodian.

[r. R. Doe. 45-1528; Filed, Jan. 25, 1945;
11:33 a. m.1

RADIO PATENTS CORPORATION
ORDER FOR AND NOTICE OF HEARING

Whereas, by Vesting Order No. 27,
dated June 18, 1942 (7 F.R. 4629) the
Alien Property Custodian vested, among
other things, Patent No. 2,078,618 and
recited that said patent was the prop-
erty of Berthold Springer, a national of
a foreign country (Germany) and

Whereas, Radio Patents Corporation
filed a notice of claim on Form APC-1,
Claim No. 674, in which it asserts that
it is the owner of a one-half interest in
the above-described patent on the basis
of an alleged agreement, dated Septem-
ber 7, 1934, with Richard Jahre and that
it Is a corporation incorporated under
the laws of the State of New York, having
Its principal place of business at, 10 East
40th Street. New York City. New York.

Now therefore, it zs ordered, Pursuant
to the regulations heretofore issued by
the Alien -Property Custodian, _ as
amended (8 F!R. 16709) that a hearing
thereon be held before the Vested Prop-
erty Claims Committee or any member
or members thereof on Thursday, Feb-
ruary 15, 1945, at 10:00 a. m. Eastern
War Time, Office of Alien Property Cus-
todian, 120 Broadway, New York 5, New
York, to continue thereafter at such
times and places as the Vested Property
Claims Committee may determine. It
ts further ordered, That copies of this
notice of hearing be served by registered
mail on the person designated in para-
graph 2 of the said notice of claim, and
be filed with the Division of the Federal
Register.

Any person desiring to be heard either
in support of or in opposition to the
claim may appear at the hearing and is
requested to notify the Vested Property
Claims Committee, Office of Alien Prop-
erty Custodian, National Preas Building,
14th and F Streets, N.W., Washington
(25) D. C. on or before February 10,
1945.

The foregoing characterization of the
claim is for informational purposes only,
and shall not be construed to constitute
'n admission or an adjudication by the

Office of Alien Property Custodian as to
the nature or validity of the claim.
Copies 'of the claim and of the said vest-
ing order are available for public inspec-
tion at the address last above stated.

By authority of the Alien Property
Custodian.

[SEAL] VESTED PROPERTY CLAIMS
COMMITTEE,

JOHN C. FITZGERALD,
Chazrman.

JANUARY 24, 1945.

[F R. Dec. 45-1529; Filed, Jan. 25, 1915;
1 :33 a. m.l

OFFICE OF DEFENSE TRANSPORTA-
TION.
[Supp. Order ODT 3, Rev.-212, Amdt. 1]

COMMON CARRIERS

COORDINATED OPERATIONS BETWEEN POINTS
IN MINNESOTA

Upon consideration of a petition for
the amendment of Supplementary Order
ODT 3, Rvised-212 (9 F.R. 3470) filed
with the Office of Defense Transporta-
tion by the carriers subject thereto, and
good cause appearing therefor,

It zs hereby ordered, That Supplement-
ary Order ODT 3, Revised-212, be, and it
is hereby, amended by eliminating Lake
Superior Motor Freight of Duluth, Min-
nesota, as a carrier subject thereto, and
by substituting in lieu thereof Donovan
E. Brazell, doing busines as Brazell Motor
Freight of Grand Marais, Minnesota.

Issued at Washington, D. C., this 25th
day of January 1945.

J. M. JOHNSON,
Director

Offce of Defense Transportation.

1F. R. Dec. 45-1479; Filed, Jan. 24, 1945;
8:25 p. m.]

[Supp. Order ODT 3, RoY. 6011

COMMON CARRIERS

COORDINATED OPERATIONS BETWEEN POINTS
IN GEORGIA

Upon consideration of a plan for joint
action filed with the Office of Defense
Transportation by the persons named In
Appendix 1 hereof to facilitate compli-
ance with the requirements and purposes
of General Order O5T 3, Revised, as
amended (7 F.R. 5445, 6689, 7694; 8 F.R.
4660, 14582; 9 F.R. 2793, 3264, 3357,
6778) a copy of which plan Is attached
hereto as Appendix 2,1 and

It appearing that the proposed coor-
dination of operations Is necessary In
order to assure maximum utilization of
the facilities, services, and equipment,
and to conserve and providently utilize
vital equipment, materials, and suppliem,
of the carriers, and to provide for the
prompt and continuous movement of
necessary traffic, the attainment of which
purposes is essential to the successful
prosecution of the war, It is hereby or-
dered, That:

1. The plan for Joint action above re-
ferred to Is hereby approved and the
carriers 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 In accordance with law, and con-
tinue In effect until further order, tar-
iffs or supplements to filed tariffs, setting
forth any changes In rates, charges,
operations, rules, regulations, and prac.
tices of the carrier which may be neces-
sary to accord with the provisions of
this order and of such plan' and forth-
with shall apply to such regulatory body
or bodies for special permission for such
tariffs or supplements to become effec-
tive on the shortest notice lawfully per-
missible, but not prior to thd effective
date of this order.

3. Whenever transportation service IS
performed by one carrier In lieu of serv-
ice by another carrier, by reason of a
diversion, exchange, pooling, or similar
act made or performed pursuant to the
plan for joint action hereby approved,
the rates, charges, rules, and regula-
tions governing such service shall be
those that would have applied except for
such diversion, exchange, pooling, or
other act.

4. The provisions of this order shall
not be so construed or applied as to re-
quire any carrier subject hereto to per-
form any service beyond its transporta-
tion capacity, or to authorize or require
any act or omission which is In violation
of any law or regulation, or to permit any
carrier to alter Its legal liability to any
shipper. In the event that compliance
with any term of this order, or effectua-
tion of any provision of such plan, would
conflict with, or would not be authorized
under, the existing Interstate or Intra-
state operating authority of any carrier
subject hereto, such carrier forthwith

I ]Fled as part of the original document.

iG6
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shall apply to the appropriate regula-
tory body or bodies for the granting of
such operating authority as may be req-
uisite to compliance with the terms of
this order, and shall prosecute such ap-
plication with all possible diligence- The
coordination of operations directed. by
this order shall be subject to the car-
ners' possessing or obtaining the requi-
site operating authority.

5. All records of the carrers pertain-
Ing to anyt ansportation performed pur-
suant to this order and to the provisions
of such plan shall be kept available for
examination and inspection at all rea-
sonable times by accredited representa-
tives of the Office of Defense Transpor-
tation.

6. Withdrawal of a carner from. par-
ticipation i the plan for joint action
hereby approved shall not be made with-
out prior approval of the Office of De-
fense Transportation.

7. The provisions of this order shall
be.binding upon. any successor in inter-
est to any carrier named in this order.
Upon a transfer of any operation in-
volved in this order, the successor in
interest and the other carriers named in
this order forthwith shall notify, in writ-
ing, the Office of Defense Transportation
of the transfer and, unless and until
otherwise ordered, the successor M inter-
est shall perfonm the functions of his
predecessor in accordance with the pto-
visions of this order-

8. The plan for joint action hereby
approved and all contractual arrange-
ments made by the earners to effectuate
the plan shall not continue in operation
beyond the effective period of tlhs order.

9. Communications concerning this
order should refer to it by the supple-
mentary order number which appears in
the caption hereof, and, unless other-
wise directed, should be addressed to the
Highway Transport Department, Office
of Defense Transportation, Washington
25, D. C.

This order shall become effective Jan-
uary 29, 1945, and shall. remain in full
force and effect until the termination of
the present war shall have been duly
proclaned, or until such earlier time as
the Office of Defense Transportation by
further order may designate.

Issued a't Washington, D. G., this 25th
day of .January 1945.

J. M. JoHNSON,
Director

Office of Defense Transportationi.
APPSMM 1 _

W. I. Chmnbers, doing business as W. IL
Chambers Transfer Co., Gainesville, Ga.

W. I. Glaze, doing business as Gainesville
Transportation Co., Gainesville, Ga.

[F. R. Doc. 45-1410; Filed, Jan. 24, 1945;
3:26 p. m.]

[Supp. Order ODT 3, Rev. 5021

CornioN CARIRS

COORDINATED OPERATIONS BETVEEN POINTS
nIT imsissiPPr

Upon consideration of a plan for joint
action filed with the Office of Defense
Transportation by the persons named in

Appendh: I hrCof to facflitate cmPil-
ance with the requirme tsand purps:e
of General Order ODT a, nevied, as
amended (T .R. 5445, C^3S, 704; 3 P.R.
4(;Z, l4332; 9 P.R. 2793, 3231, 3357, 6 77),
a copy of which plan is attached hereto
as Apperndix 2, and

It appearing that the propaod co-
ordination of operations is necessary in
order to, assure maxnum utilization of
the facilities, services, and equlpment,
and, to conserve and providently utilize
vital equ pment, materials, and cupplieo,
of the carners, and to provide for the
prompt and continuous movement of
necessary trafffc, the attainment of
which purposes Is e-sential to the suc-
cessful prosecution of the war, It is
hereby ordered, That:

I. The plan for Joint action above re-
ferred to is hereby approved and the
carrfers are directed to put the plan in
operation forthwith, subject to the fol-
lowing provisions, which shall supersele
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 bodm, or bodies having
Suri-diction over any operations affected
by this order, and likewise shall file, and
publish in accordance with law, and
continue in effect until further order.
tariffs or supplements to filed tariffs, set-
ting forth any changes in rates, charges,
operations, rules, regulations, and prac-
tices of the carrier which may be neces-
sary 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-
sble, but not prior to the effective date
of this order.

a. Whenever tmnsportation service is
performed by one carrier in lieu of serv-
Ice by another carrier, by reason of a
diversion, exchange, pooling, or similar
act made or performed pursuant to the
plan for Joint action hereby approved,
the rates, charmes, rules, and regulations
governing such service shnll be those that
would have applied e.cept-for such di-
version, exchange, pooling, or other act.

4. The provisions of this order shall not
be so construed or applied as to require
any carrier subject hereto to perform any
service beyond its transportation capac-
ity, or to authorize or require any act or
omssion which is in violation of any law.
or regulation, or to permit any carrier to
alter its legal liablltyrto any shippar. In
the event that compliance with any term
of this order, or ellectuatlon of any Trjo-
vision of such plan, would conflict with,
or would not be authoriz-d under, the
exsting interstate or intrastate operating
authority of any carrier subject hereto,

-such carrier forthwith shall apply to the
appropriate regulatory body or bodies for
the granting of such operating authority
as may be requisite to compliance with
the terms of this order, and shall proze-
cute such application with all pozzible
diligence. The coordination of opera-
tions directed by this order shall be sub-
ject to the carriers, pozse.sing or obtain-
ing the requisite operating authority.

'Filed as part of the original documcnt.

5. ll records of the carners per-maiig
to any tranpomrtation pariored pm--
suant to thIz orde rand to tne provn oias
of such plan haH b3 L:ent availnbla for
examinatlon and inzeti-n at all rea-
sonable times by accreditad rapresenta-
tives of the Cice of Defense Tran.-porta-
tion.

6. withdrawnl of a carrier from par-
ticipation in the plan for joint a-tion
hereby approved shan no t be ade vith-
out prior approval of the OfC e of Da-
fence Tran-portatIon.

7. The provisons of this order shall1 be
binding upon any successor m interest. to
any carrier named in this order. Upon
a transfer of any oparaffon involved in
thts order, the successor in interest and
the other carners named in this order
forthwith shall notify, m writing, the
OMce of Defense Tran rtation of the
transfer and, unlezs and until othervia
ordered, the successor in interezt shal
perform the functions of his predecazsr
in accordance with the provisions of this
order.

8. The plan for Joint acton hereby ale-
proved and all contractunl arrangements
made by the caaes to eff-,tuate the
plan shall rot continue in op"--ation be-
yond the effective period of this order.

9. Commmnlcations concerning this or-
der should refer to it by the supulemen-
tary order number which apnars in the
caption hereof, and, unless otherwase di-
rected, should be addrezsd to the High-
way Transport Departmzz t, Oce of Da-
fense Transportation, Waahington 25,
D.C.

This order shall become effective Jan-
uary 29, 1945, and shall remain in full
force and' effect until the termination
of the present war daall have been duly
proclaimed, or until such earlier time as
the Office of Defense Transportation by
further order may designate.

Issued at Washington, D. C., this 2-5th
day of January 1945.

J. I . JonwrO:,
DIrector,

Offlce o1 Delcusr Transportation.
Arrrnm-. 1

L & I. 3dAlvCry - arvlc2. Ina, Hattlszburg,

Holloway Truczing & Supply Cod Hattes-
burg, Mi.

[F. B. Dcc. 45-1481; Filed. Jan. 21, ISM3;
3:26 p. m.1

[Supp. Order OlT 3, Rmv. mo31
Coeno~i C~nxmSiis

CCOriDn.iA=~ oPrnasor Er'rw ro=.rs
icr GOz-Aso

Upon consideration of a plan for Joint
action filed with the OMce of Dafense
Tranmortation by the persons name-d
in Appendix 1 hereof to facilitate com-
pliance with the requiremuts and pur-
poszs of Genral Order ODT 3, Ra7-:-d,
as amended (7 .r-. 5445, 6339, 7M2: 8
P. 4069, 14c52; 9 F.R. 2793, 32M. 3357,
60), a copy of which plan Is attached
hereto as Appendix 2,' and

It appearlng that the proposd coor-
dlinatlon of operations is ncazarY in
order to asure m2xinum utilization of
the facilities, services, and equipment,
0

IM
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and to contcrve and providently utilize
vital equipment, materials, and supplies,
of the carriers, and to provide for the
prompt and contmuous- movement of
necessary traffic, the attainment of
which purposes is essential to the suc-
cessful prosecution of the war, It ts
hereby ordered, That:

A. The plan for joint action above re-
ferred to is hereby approved, and the
carriers 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 carrers 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 fie, and
publish in accordance with law, and con-
tinue in effect until further order, tariffs
or supplements to filed tariffs, setting
forth any changes in rates, charges, op-
erations, rules, regulations, and prac-
tices of the carrier which may be neces-
sary 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 carrer in lieu of serv-
ice by another carrier, by reason -of a
diversion, exchange, pooling, or similar
act made or performed pursuant to the
plan for joint action hereby approved,
the rates, charges, rules, and regulations
governing such service shall be those that
would have applied except for such di-
version, exchange, pooling, or other act.

4. The provisions of this order shall
not be so construed or applied as to re-
quire any carrier stibject hereto to per-
form any service beyond its transporta-
tion capacity,. or to authorize or require
any act or omission which is in violation
of any law or regulation, or to permit any
carrier to alter its legal liability to any
shipper. In the event that compliance
with any term of this order, or effectua-
tion of any provision of such plan, would
conflict with, or would not be authorized
under, the existing interstate or mtra-
state operating authority of any carrier
subject hereto, such carrier forthwith
shall apply to the appropriate regulatory
body or bodies for the granting of such
operating authority as may be requisite
to compliance with the terms of this or-
der, and shall prosecute such application
with all-possible diligence. The coordi-
nation of operations directed by this
order shall be subject to the carrers'
possessing or obtaining the requisite
operating authority.

5. All records of the carriers pertaining
to any transportation performed pursu-
ant to this order and to the provisions of
such plan shall be kept available for
examination and inspection at all rea-
sonable times by accredited representa-
tives of the Office of Defense Transpor-
tation.

6. Withdrawal of a carrier from par-
ticipation In the plan for joint action
hereby approved shall not be made with-

,out prior approval of the Office of De-
fense Transportation.

7. The provisions of this order shall be
binding upon any successor in interest to
any carrier named in this order. Upon
a transfer of any operation involved in
this order, the successor in interest and
the other carriers named in this order
forthwith shall notify, in writing, the
Office of Defense Transportation of the
transfer and, unless and until otherwise
ordered, the successor in interest shall
perform the functions of his predecessor
in accordance with the provisions of this
order.

8. The plan for joint action hereby
approved and all contractual arrange-
ments made by the carriers to 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 suppld-
mentary order number which appears in
the caption hereof, and, unless otherwise
directed, should be. addressed to the
Highway Transport Department, Office
of Defense Transportation, Washington
25, D. C.

This order sha!lbecome effective Jan-
uary 29, 1945, aM shall remain in full
force and effect until the termination of
the present war shall have been duly
proclaimed, or until such earlier time as
the Office of Defense Transportation by
further order may designate.

Issued at Washington, D. C., this 25th
day of January 1945.

J. M. JOHNSON,
Director

Office of Defense Transportation.
APPEnDIX 1

C. S. Newman, Newnan, Ga.
R. S. Newman, doing business as Newman

Transfer Co., Newnan, Ga.
G. B. Sewell, doing business as Sewell

Transfer, Newnan, Ga.
Tom Ball, Newnan, Ga.

IF. R. Doc. 45-1482; Filed, Jan. 24, 1945;
3:25 p. m.]

I I

[Supp. Order ODT 3, Rev. 504]

COMMON CARRIERS
COORDINATED OPERATIONS BETWEEN SALT

LAKE CITY AND OGDEN, 'UTAH, AND EVANS-
TON, WYO.
Upon consideration of a plan for joint

action filed with the Office of Defense
Transportation by the persons named in
Appendix 1 hereof to facilitate compli-
ance with the requirements and purposes
of General Order ODT 3, Revised, as
amended (7 FR. 5445, 6689, 7694; 8 F.R.
4660, 14582; 9 FPR. 2793, 3264, 3357, 6778)
a copy of which plan is attached hereto
as Appendix 2,1 and

It appearng that the proposed coordt.
nation of operations is necessary in order
to assure maximum utilization of the
facilities, services, and equipment, and to
conserve and providently utilize vital
equipment, materials, and supplies, of the
carriers, and to provide for the prompt
and continuous movement of necessary
traffic, the attainment of which purposes

'Filed as part of the original document.

Is essential to the succenful prosccution
of the war, It is hereby ordZered, That:
" 1. The plan for joint action above re-

ferred to is hereby approved and the
carriers are directed to put the plan in
tperation forthwith, subJect to the fol-
lowing provisions, which shall suporsedo
any provisions of such plan that are in
conflict therewith.

2. Each of the carriers forthwith shnli
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 in accordance with law, and con-
tinue in effect until further order, tarIffs
or supplements to filed tariffs, setting
forth any changes in rates, charges, op-
erations, rules, regulations, and practices
of the carrier which may be necessary to
accord with the provisions of this order
and of such plan; and forthwith shall
apply to such regulatory body or bodies
for special permission for such tariffs or
supplements to become effective on the
shortest notice lawfully permissible, but
not prior to the effective date of this
order.

3. Whenever transportation service is
performed by one carrier in lieu of serv-
ice by another carrier, by reason of a
diversion, exchange, pooling, or similar
act made or performed pursuant to the
plan for joint action hereby approved,

-the rates, charges, rules, and regulations
governing such service shall be those that
would have applied except for such diver-
Sion, exchange, pooling, or other act,

4. The provisions of this order shall
not be so construed or applied as to re-
quire any carrier subject hereto to per-

- form any service beyond Its transporta-
tion capacity, or to authorize or require
any act or omission which is in violation
of any law or regulation, or to permit
any carrier to alter its legal liability to
any shipper. In the event that compli-
ance with any term of this order, or ef-
fectuation of any provision of such plan,
would conflict with, or would not be au-
thorized under, the existing interstate
or intrastate operating authority of any
carrier subject hereto, such carrier forth-
with shall apply to the appropriate reg-
ulatory body or bodies for the granting
of such operating authority as may be
requisite to compliance with the terms of
this order, and shall prosecute such ap-
plication with all possible diligence, The
coordination of operations directed by
this order shall be subject to the carriers'
possessing or obtaining the requisite
operating authority.

5. All records of the carriers pertain-
ing to any transportation performed
pursuant to this order and to the provi-
sions of such plan shall be kept avail-
able for examination and inspection at
all reasonable times by accredited repre-
sentatives of the Office of Defense Trans.
portation.

6. Withdrawal of a carrier from parti-
cipation in the plan for Joint action
hereby approved shall not be made with-
out praor approval of the Office of De-
fense Transportation.

7. The provisions of this order shall be
binding upon any successor In interest
to any carrier named in this order,
Upon A transfer of any operation In.
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velved in ths order, the successor in
interest and the iother carriers nnmed in
this crder forthwith shall notify, in writ-
ing, the -fce of Dsfene Ts-m-porta-
tion of the transfer end, unless and until
otherwise -rdered, the successor in in-
terest -shal perform the functions of his
predecessor in accordance with the pro-
visions of this -order.

8. The plan for joint action heieby
approved and all contractual arrange-
ments made .by the carriers to effectu-
ate the plan shall not continue in opera-
tion 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 to the

1iHghway Transport Department. Of-ce
of Defense Transportation, Washington
25, D.C. I

This urder shall become effectiye Jan-
nary 29. 1.,5, and shall reman in full
force and zffert Mntil the termination Of
the -present war shall have been duly
pmralaunmed, or untim suh earlia-ime as
the OMIace of Defense Transportation by
further order :ay desigate.

Issued -at Washington, D. C., this 25th
day of January 1945.

J. M JOHNSON.
Director

Offlce oi.efense Transporlation.

Star Transportation Company, Salt Laure
city, rtab.

Tiliam H. Burdett and 3. Glen Burdett,
copartners, doing business as Burd2tt 'M'rans-
fer Cbmpany. Ezanston, IVyo.

JP. -p I2oc. 45-1483; Piled, Jan. 24, 1945;
3:25 p. a]

{Supp. Crder OfDT 3, ReV. 505]

CoO o CaaaiERS

4*OORDINATED OPERATIONS MEEV IEW
YOiM-iAND SYRACUSE, N. Y.

Upon consideration of a plan for joint
action filed with the Office of Defense
Transportaidn-by the persons named In
Appsndlx 1 hereof to facilitate compli-
ance with thexequirements and purposes
of General Order ODT 3, Rewsed, as
amended 1F.R. 5405, 6689, 7694; P FR.
463(, 145 2,9 - .273, 3264,3357,.6778),
a copy of wlich plan as attached hereto
as Appeni 2, and

It appearlfg that the proposed coor-
dination of operations is necessary in or-
der to assurenaximum utilization of the
facilities, services, and equipment, and
to conserve and providently utilize vital
equipment, matenals, and supplies, of
the carriers, and- to provide for the
prompt d continuous movement of
necessary traffic, the attainment of which
purposes as essential to the successful
prosecution of the -war, It is hereby or-
dered, That:

1. The plan for joint ction abgve re-
ferred to is hereby approved and the
carners are directed to put the plan in
oneration forthwith, subject to the fol-

I yied as part of tihe original document.

No. 19-16

lowing provisions, :which s rhal Mrs:de
any provsions .of such plan that are In
conflict therewith.

2. Each of the carriers forthwith shall
file a copy-of this order with the anaro-
propri-te regulatory body or bodies hav-
ing jurisdiction over any operations af-
fected by this order, and likewie shall
file, and publish in accordance with law,
and continue in effect until further
order, tariffs -or suplt1ements to filed
tariffs, setting forthany changes in rates,
charges, .operations, rules, re:ulatlons,
and practices of the carrier which may
be necessary to accord with the provi-
sions of this order and of such plan; and
forthwith shall apply to such regulatory
body or bodies for speclal permission for
such tariffs or supplements to become
effective on the shortest notice lawfully
permissible, but not pror to the effective
date -of this order.

3. Whenever transportation service is
performed by one carrier n lieu of serv-
ice by another carrier, by reason of a
.diversion, exchange, pooling, or similar
act made or performed pursuant to the
-plan for joint action hereby aporoved,
the rates, charges, rules, and regulations
governing.such service shall b2t.bose that
would have applied -ecept for such di-
version, exchange, pooling, or other act.

4. The provisions of this order shall
not be so construed or applied as to re-
quire any carrier subject hereto to per-
form any service beyond its trrnsporta-
tion capacity, or to authorlze or require
any act or omission which Is In violation
of any law or regulation, or to permit any
carrier to alter Its legal liability to any
slpper. In the event that compliance
with any term of this order,tor effectua-
tion of any provision of such plan, would
conflict with,,or would not be authorized
under, the misting inter-tate or Intra-
state operating authority of any carrier
subJect hereta, such carrier forthwith
shall apply to the appropriate regulatory
body or bodies for the grnnn of such
operating authority ns may be requl-ite
to compliance with the termz of this
order, and hsll prosecute such -pplica-
tion with all posible diligence. The co-
ordination of operations directed by this
order shall be subject to the carriers'
po=-essing or obtaining the requislte op-
erating zuthority.

5. All records of the crriers pertain-
ing to any transportation performed
pursuant to this order and to the provi-
sions of such plan shall be icpt availhble
for examination and inpzetuon at all
reasonable times by accredited revre-
sentatives of the Office of Defeneze
Tranportation.

6. Withdrawal of a carrier rmra par-
ticipation in the plan for joint ac=ion
hereby approved shall aot bemade with-
out prior approval of the Ofice of De-
fense Tranportation.

7. The provisions -of this order sll
be bindin. upon any succe-sor in Inter-
est to any carrier named in this order.
ppon va transfer of =y operaton In-
volved in this Order the zncczssr In
interest and the other carriers nmd
in this order forthwith shall notify, in
writing, the Office of Defense Transpor-
tation of the transfer and, unlezs and
until otherwise ordered, the succc"or In
interest shall perform the functions of

his predecessor In accordance with the
provisions of this order.
0. The plan for jmna action hzresiy

.przovcd £nd al contramual ara ne-
ments made by the camners to effz-tat
the plan shall not continue in operation
beyond the effective period of ths order.

9. Communications c-nce rug this
order should refer to It by the supple-
mentary order number which a-pp as in
the caption hereof. and unless other-ivs
directed, should he addre-sed to tha
Highway Transport Department, O0pa
of Defense Transportation, Washmrton
25. D.C.

Ths order shall b come effective Jzn-
uary 29, 1245, and Shall remain in full
force and effect mntM the t-rmination of
the przasnt vr shall have bien duly
prcelmed, or imtilsuch erli tmas
the ce of Defense Transportation by
further order may designate.

Isued at Washington, D. C., this 25th
day of January 1045.

J. 25. Joa:soe,
Director,

CIce of Dzfense Traonspartation.

Rzarlo EplnleM, doing. busln Ez as Spi-
ndlla 7zellh Lines. Syrcuze, T. Z.

Lco D. Burden and Dorothy M. Cumins
P AdminiLstrztrlx of tM2 rtate of rr-m: V.
*Cummins, Ccesszsd. doln- biizlns oz
Lmaman 1:tor Freight Lines, IT= Yorz,
I Y.

[1'. R. Dzc. 45-1494; 711ed, Jan. 24, 19'5;
P: p..1

[Supp. Order ODT 3, Rer. .M5]

Cornroi CMnnmns
COIMMflAfSD OPzasnO"s nrl--vwa- r=n'z5

I=~ G=.ZGMi

Upon consideration of a plan for jomnt
action filed with tlie G'ce of Dafensa
Tranportstion by the p=sons namd in.
Appendi:% 1 hereof to facilitate com.Hi-

ance vith the requirements and pu-p: as
of General Order ODT 3, Raiszd, as,
amendEd (7 FR.L E443 653,3 7934; P, r-R.
4CO, 143?2; 9 .FR, 2'723, 264, 3337, 6773)
a copy of which plan is attached hereto
as Append(x 2,1 and

It appearing that the proposed coordi-
nation of op2ratien is nec-ssary in or-
der to ar-ure maimum utilization of the
faciltie, services, and e uipment, and to
conserve and providently utiliz- vital
ezuipment, materials, and supplies, of
the carriers, and to provide for the
prompt and continuous movement of nez-
e=zxry trafia, the att-nm ent of rhich
purpozes 1z ezsetial to the suceazzul
proezcutlon of the war, It zs hereby or-
-dcrcd, Thiat:

1. The plan for joint action abrve re-
ferred to is harely approvid and the car-
riers are directed to put the plan in oper-
ation forthmith, -ubJ2:t to the follosring
provisions, which shall super-sede any
provIJions of such plan that are in con-
Rct therer£ ~.

2. Mzch of the carriers forthwith shall
f1l2 a copy of this ordar with the ap.-ro-
prihte rezulatory body or bodies havim
Jurihdiction over any operations affected
by this order, and liewise shall file, and
publish in accordance wlth law, and con-
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tinue in effect until further order, tariffs
or supplements to filed tariffs, setting
forth any changes in rates, charges,
operations, rules, regulations, and prac-
tices of the carrier which may be neces-
sary to accord with the provisions of this
order and of such plan; and forthwith
shall apply to such regulatory body or
bodies for special pernssion for such
tariff&sor supplements to become effec-
tive on the shortest notice lawfully per-
missible, 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, -y reason of a
diversion, exchange, pooling, or similar
act made or performned pursuant to the
plan for joint action hereby approved,
the rates, charges, rules, and regulations
governing such service shall be those that
would have applied except for such diver-
sion, exchange, pooling, or other act.

4. The provisions of this order shall
not be so construed or applied as to re-
quire any carrier subject hereto to per-
form any service beyond its transporta-
tion capacity, or to authorize or require
any act or omission which is in violation
of any law or regulation, or to permit
any carrier to alter its legal liability to
any shipper. In the event that compli-
ance with any term of this-order, or ef-
fectuation of any provision of such plan,
would conflict-with, or would not be au-
thorized under, the existing interstate
or intrastate operating authority of any
carrier subject hereto, such carrier forth-
with shall apply to the appropriate regu-
latory body or bodies for the granting
of such operating authority as may be
requisite to compliance with the terms
of this order, and shall prosecute such
application with all possible diligence.
The coordination of operations directed
by this order shall be subject to the car-
riers' possessing or obtaining the requi-
site operating authority.

5. All records of the carriers pertain-
ing to any transportation periormed
pursuant to this order and to the pro-
visions of such plan shall be kept avail-
able for examination and inspection at
all reasonable times blvaccredited repre-
sentatives of the Office of Defense Trans-
portation.

6. Withdrawal of a carrier from par-
ticipation in the plan for joint action
hereby approved shall not be made with-
out prior approval of the Office of De-
fense Transportation.

7. The provisions of this order shall
be binding upon any successor in inter-
est to any carrier named in this order.
Upon a transfer of any operation in-
volved in this order, the successor in
interest and the other carriers named in
this order forthwith shall notify, in writ-
ing, the Office of Defense Transportation
of the transi'er and, unless and until
otherwise ordered, the successor in in-
terest shall perform the functions of his
predecessor in accordance with the pro-
visions of this order.

8. The plan for joint action hereby
approved and all contractual arrange-
ments made by the carriers to effectuate

the plan shall not continue in operation
beyond the effective period of this order.

9. Communications concermng 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 to the
Highway Transport Department, Office
of Defense Transportation, Washington
25, D. C.

This order shall become effective Janu-
ary 29, 1945, and shall remain in full
force and effect until the termination of
the present war shall have been duly pro-
claimed, or until such earlier time as the
Office of Defense Transportation by
further order may designate.

Issued at Washington, D. C., this 25th
day of January 1945.

J. lI. JOHNSON,
Director

Office of Defense Transportation.
APpmmIx 1

E. L. Hunsucker, doing business as Dalton
Trucking Co., Dalton, Georgia.

G. h. Stoner, doing business a& Stoner
Transfer Co., Dalton, Gaorgia.

[F. R. Doc. 45-1485; Filed, Jan. 24, 1945;
3:26 p. m.1

[Supp. Order ODT 3, Rev. 5081

COMMON CARRIERS

COORDINATED OPERATIONS BETWEEN POINTS
IN NORTH CAROLINA

Upon consideration of a plan for joint
action fied with the Office of Defense
Transportation by the persons named in
Appendix I hereof to facilitate compli-
ance with the requirements and puruoses
of General Order ODT 3, Revised, as
-amended (7 F.R. 5445, 6689, 7694; 8 FR.
4660, 14582; 9 F.R. 2793, 3264, 3357, 6778)
a copy of which plan is attached hereto
as Appendix 2,' and

It appearing that the proposed coordi-
nation of operations is necessary in or-
der to assure maximum utilization of the
facilities, services, and eltupment, and
to conserve and providently utilize vital
equipment, materials, and supplies, of
the carriers, and to provide for the
prompt and continuous movement of
necessary traffic, the attainment of which
purposes is essential to -the successful
prosecution of the war, It zs hereby or-
dered, That:

1. The plan for joint action above re-
ferred to is hereby approved and the
carriers 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 affect-
ed by this order, and likewise shall file,
and publish in accordance with law, and
continue in effect until further order,
tariffs or supplements to filed tariffs, set-

' Filed- as part of the original document.

ting forth any changes in rates, charges,
operations, rules, regulations, and prac-
tices of the carrier which may be neces-
sary. to accord with the provisions of
this order and of such plan; and forth-
with shall apply to such regulatory body
or bodies for special permission for such
tariffs or supplements to become offec-
tive on the shortest notice lawfully per-
missible, but not prior to the effective
date of this order.

3. Whenever transportation service is
performed by one carrier in lieu of serv-
ice by another carrier, by reason of a
diversion, exchange, pooling, or similar
act made or performed pursuant to the
plan for Joint action hereby approved,
the rates, charges, rules, and regulations
governing such service shall be those that
would have applied except for such di-
version, exchange, pooling, or other act.

4. The provisions of this order shall
not be so construed or applied as to re-

-quire any carrier subject hereto to per-
form any service beyond its transporta-
tion capacity, or to authorize or require
any act or omission which is in viola-
tion of any law or regulation, or to per-
mit any carrier to alter its legal liability
tg any shipper. In the event that com-
pliance with any term of this order, or
effectuation of any provision of such
plan, would conflict with, or would not
be authorized under, the existing Inter-
state or intrastate operating authority
of any carrier subject hereto, such car-
rier forthwith shall apply to the appro-
priate regulatory body or bodies for the
granting of such operating authority as
may be requisite to compliance with the
terms of this order, and shall prosecute
such application with all possible dill.
gence. The coordination of operations
directed by this order shall be subject
to the carriers' possessing or obtaining
the requisite operating authority,

5. All records of the carriers pertain-
ing to any transportation performed
pursuant to this order and to the provi-
sions of such plan shall be kept available
for examination and inspection at all
reasonable times by accredited repre-
sentatives of the Office of Defense Trans-
portation.

6. Withdrawal of a carrier from par-
ticipation In the plan for joint action
hereby approved shall not be made with-
out prior approval of the Office of De-
fense Transportation.

7. The provisions of this order shall be
binding upon any successor in interest to
any carrier named In this order. Upon
a transfer of any operation involved in
this order, the successor in interest and
the other carriers named in this order
forthwith shall notify, in writing, the
Office of Defense Transportation of the
transfer and, unless and until otherwise
ordered, the successor in interest shall
perform the functions of his predecesor
in accordance with the provisions of this
order.

8. The plan for joint action hereby
approved and all contractual arrange-
ments made by thb carriers to effectuate
the plan shall not continue in operation
beyond the effective period of this order,
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9. Communumcations concerning this
order should refer to it by the supple-
mentary order number which appears
in the caption hereof, and, unless other-
wise-directed, should be addressed to the
Highway Transport Department, Office
of Defense Transportation, Washington
25, D. C.

This order shall become effective Janu-
ary 29,1o45, and shall remain in full force
and effect until the termination of the
present war shall have been duly pro-
claimed, or until such earlier time as the
Office of Defense Transportation by
further order may designate.

Issued at Washington, D. C., this 25th
day of January 1945.

J. AT. JoMso,'z
Director

Office of Defense Transportation,
APpENDiX 1

E. L. Warren, doing business as Warrens
Transfer Company, Raleigh, North Carolina.

S. M. Hobby, Raleigh, North Carolina.

[!V. R. Doc. 45-1486; Filed, Jan. 24, 1945;
3:27 p. m.]

Raf shipments .......
Truck slhpments ------

iRA oAD LocomorIVE Fuss
Mine run, modified mine run and all

lump and all double-screened coals._ 240
Screenings, top size not exceeding 2" .... 185

(c) The prices established herein are
f. o. b. the mine or preparation plant for
truck shipments, and f. o. b. the rail ship-
ping point for rail shipments and for
railroad locomotive fuel.

(d) All prayers of applicant not
granted herein are hereby denied.

(e) This order may be revoked or
amenaed at any time.

(f) Unless the context otherwise re-
quires, the definitions set forth in
§ 1340.208 of Maximum Price Regulation
No. 120 shall apply to terms used herein.

This order shall become effective Jan-
uary 25, 1945.
(56 Stat. 23, 765; 57 Stat. 566; Pub. Law
383, 78th Cong., E.O. 9250, 7 FR. 7871,
E.O. 9328, 8 F-R. 4681)

Issued this 24th day of January 1945.

CHE=sr BOWLEs,

Admintstrator
[F. R. Doe. 45-1470; Filed, Jan. 24, 1945;

11:37 a. m.]

OFFICE OF PRICE ADMINISTRATION.
[MPR 120, Order 1.8]

LDnEy & TEErGIRDEI COAL CO.

ESrABLISMIENT OF M== PnICE9

For the reasons set forth in an opinion
issued simultaneously herewith and
in accordance with § 1340.210 (a) (6) of
Maximum Price Regulation No. 120; It
is ordered:

(a) The Lamar Block Coal Mine of
Landrey & Teegarden Coal Company,
Columbus, Indiana, is hereby asslgncd
Mine Index No. 2018 and its coals are
classified in Maximum Rail Price Group
No. 17 and in Maximum Truck Price
Group No. 1.

(b) Coals produced by Landrey & Tee-
garden Coal Company from the Brazil
Block Vein at Its Lamar Block Coal Mine,
a deep and strip mine, Mine Index No.
2018, located In Spencer County, In-
diana, in the Boonville Subdistrict of
District No. 11, may be purchasd and
sold for the indicated uses and move-
ments at per net ton prices in cents per
net ton not exceeding the following:

[IAPR 120, Order 1270]

Guy S. MAnTn

ESTABLISHLIE1IT OF LLX1Z=-U3 PReICES

For the reasons set forth in an opinion
Issued simultaneously herewith and In
accordance with § 1340.210 (a) (6) of
Maximum Price Regulation No. 120: It
is ordercd:

(a) The Martin No. 1 Mine of Guy S.
Martin, St. Louis, Missouri, Is hereby
assigned Mine Index No. 2003, and its
coals are classified In Maximum Rail
Price Group No. 5 and In Maximum
Truck Price Group No. 17-B-1.

(b) Coals produced by Guy S. Martin
from the No. 6 Seam at his Martin No.
1 Mine, a strip mine, Mine Index No.
2003, loated in Williamson County DiI-
nols, in the Southern Subdistrict of Dis-
trict No. 10, may be purchased and sold
for the indicated uses and movenglits at
per net ton prices in cents per net ton
not exceeding the following:

Shze group No.

_________""o 1-2 1 6 8 il,14 1 i Glo

Rail shipments all uses-- 260 260 20 2,10 260(1) ZI 210 I 17I1 I 5
Truck shipments -------- 2 =01 ZM U5 U5 2 23 j 25 21 121

I Size group NFo. 7-3iil s hipments:
Icaroae locomotwe iueL use ............................................
All other

210

210

(c) The prices estbllshed herein are
f. o. b. the mine or preparation plant
for truck shipments, =and f. o. b. the rail
stipping point for rail shipments and
for railroad locomotive fuel.

(d) All prayers of applic.nt not
granted herein are hereby denied.

(e) This order may be revoked or
amended at any time.

(f) Unless the context otherwise re-
quires, the definitions sat forth in
§ 1310.293 of Maximum Price Ra-ilation
No. 120 shall apply to terms used herein.

This order shall become effective Jan-
uary 25, 1945.
(56 Stat. 23, 765; 57 Stat. 5G6; Pub. Iaw
383, 78th Cong., E.O. 9250, 7 F.R. 7871,
FO. 9328, 8 P.R. 4731)

Isued this 24th day of January 1945.
Curszxa Bowrmrs'

Adminzitrator.
[ R. R. Dic. 45-1471: Filed, Jan. 21, 1945;

11:38 a. n.]

[LPR 1ea, R:v. Ordr 21551

Knomi On=021 CO.
APPflOvaL Or z.XA iIUU PnICEs

Order No. 2155 under § 1499.153 of
lMimum Price Regulation No. 183 is
revlse--d and amended to read as fellows:

For the reasons set forth m an opinion
Issued simultaneously herewith and
filed with the Division of the Federal
Register, and pursuant to § 1499.158 of
!MIPR 183; It is ordered:

(a) This revised order establishes
maximum prices for sales and deliveries,
of a bad tray manufactured by the Kil-
gen Organ Company, 4632 W Florissan
Avenue, S. Louis, Missouri.

(1) (1) For all sales and deliveries
since the effective date of 1.aximnn
Price Regulation No. 183, by the manu-
facturer to retailers, and by the manu-
facturer to persons, other than retailers,
who resell from the manufacturer's
stock, the maximum prices are those set
forth below-

IrtL2 - I t

fro= i-n=fc-/
?rcr~'3 ,:c..k

-c '7-... ....... $ 70 -.

These prices are f. o. b. factory, and
are for the article described in the manu-
facturer's application dated June 30,
1944.

1) For all sales and deliveries by the
manufacturer to any other class of pur-
chaser or on other terns and conditioas
of sale, the maximum prices shall be
those determined by applying to the
prices specified, the discounts, allow-
ances, and other price differentials made
by the manufacturer, during March 1942,
on sales of the same type of article to the
same class of purchaser and on the same
terms and conditions. If the manu-
facturer did not make such sales during
March 1942 he must apply to the Office of
Price Administration, Washtnon, D. C.,

Size group No.

4.5,3 4,0,17,1 , I _%

.o0. 12,14 23,24 2 DI27 153 i 25 Z-, 23 10Q 8 7 11,12 21, 22

35 ZG5 355 335 =350 ' 2 " 215 20 1 195 I 9 l IS ii
W 325 20 0 275 j230 2w5 2:5 263 115 1E 1;5 1 1 31 125

uses --------------------------------------------- Ww Ww ----------------- - ------ - -
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under the Fourth Pricing Method
§ 1499.158, of Maximum Price Regulation
No. 188, for the establishment of maxi-
mum prices for those sales, and no sales
or deliveries may be made until author-
ized by the Office of Price Administra-
tion.

(2) (i) For all sales and deliveries on
and after the effective date of this re-
vised order to retailers by persons, other
than the manufacturer, wvho sell from
the manufacturer's stock, the maximum
prjce is that set forth below, f. o. b.
factory-

Maximum price to
Article: retailers (each)

Bed tray ---------------------------- $2

This price is for the article described in
the manufacturer's application dated
June 30, 1944.

(ii) For all sales and deliveries by per-
.ons wvho sell from the manufacturer's
stock, to any other class of purchaser or
on other terms and conditions of sale,
maximum prices shall be determined
under the applicable provisions of the
General Maximum Price Regulation.

(b) At the time of or prior to the first
invoice to each purchaser, other than h
retailer, who resells from the manufac-
turer's stock, the manufacturer shall no-
tify the purchaser for resale of the max-
imum prices and conditions established
by subparagraph (a) (2) of this revised
order for such resales. This notice-may
be given in-any convenient form.

(c) This revised order may be revoked
or amended by the Price Administrator
at any time.

This revised order shall become effec-
tive on the 25th day of. January 1945.

Issued this 24th day of Janudry 1945.
CHESTER BOWLES,

Administrator
IV R. Doe. 45-1472: Flied, Jan. 24, 1945;

11:38 a. m.]

[MPR 188, Order 33291

GREGSON MANUFACTURING Co.

APPROVAL OF 31AXIM U PRICES

For the reasons set forth in an opinion
issued simultaneously herewith and filed
with the Division of. the Federal Reg-
ister, and pursuant to § 1499.158 of IiLPR
188; It is ordered.

(a) Thins order establishes maifimum
prices for sales and deliveries, of a di-
nette table and a dinette chair manu-
factured by Gregson Manufacturing
Company, Liberty, North Carolina.

(1) (1) For all sales and deliveries
since the effective date of Maximum Price
Regulation No. 188, by the manufacturer
to retailers, and by the manufacturer to
persons, other than retailers, who resell
from the manufacturer's stock, the maxi-
mum prices are those set forth below*

Maximum
sons, other Maximum

Article than retailers, price toNO. who resell retailers
from manufae-
turer's stock

Each 25ch
Dinette table go $9.27 $10.0
Dinette chair ..... 800 2.47 2.90

These prices are f. o. b. faqtory, and are
subject to a discount of two percent for
payment within ten-days, net thirty days,
and are for the articles described in the
manufacturer's application dated No-
vember 10, 1944.

(ii) For all sales and deliveries by the
manufacturer to any other class of pur-
chaser or on other terms and conditions
of sale, the maximum prices shall be those
determined by applying to the prices
specified, the discounts, allowances, and
other price differentials made by the
manufacturer, during March 1942, on
sales of the same type of article to the
same class of purchaser and on the same
terms and conditions. If the manufac-
turer did not make such sales during
March 1942 he must apply to the Office of
Price Administration, Washington, D. C.,
under the Fourth Pricing Method
§ 1499.158, of Maximum Price Regulation
No. 188, for the establishment of maxi-
mum prices for those sales, and no sales
or deliveries may be made until author-
ized by the Office ofPrice Administration.

(2) (i) For all sales and deliveries on
and after the effective date of this order

-to retailers by persons, other than the
manufacturer, who sell from the manu-
facturer's stock, the maximum prices are
those set forth below, f. o. b. factory"

Maximum price to
Article and Model NO.. retailers (each)

Dinette table, 800 ----------------- $10.90
Dinette chair, 800 ------ ....------ 2.90

These prices are subject to a cash dis-
count of two percent for payment within
ten days, net thirty days, and are for
the articles described in the manufac-
turer's application dated November 10,
1944.

(ii) For all sales and deliveriesby per-
sons who sell from the manufacturer's
stock, to any other class of purchaser
or on other terms and conditions of sale,
maxinum.prices shall be determined un-
der the applicable provisions of the Gen-
eral Maximum Price Regulation.

(b) At the time of or prior to the first
invoice to each purchaser, other than
a retailer, who resells from the manu-
facturer's stock, the manufacturer shall
notify the purchaser for resale of the
maximum prices and' conditions estab-
lished by subparagraph (a) (2) of this
order for such resales. This ndtice may
be given in any convenient form.

(c) This order may be revoked or
amended by the Price Administrator at

,any time.
This.order shall become effective on

the 25th day of January 1945.
Isstd d this 24th day of January 1945.

CHESTER BOWLES,
Adminzstrator

[F R. Doc. 45-1473; Filed, Jan..24, 1945;
11:38 a. m.]

[PIMPR 506, Order 681

BOSS MANUFACTURING CO., ET AL.

APPROVAL OF MAXIMT PRICES

Order No. 68 under section 4 (b) of
Revised Maximum Price Regulation 506.
Maximum prices for staple work gloves.
Granting maximum prices to the Boss

Manufacturing Company and other sell-
ers. Docket No, N60027-506-87-7.

For the reasons set forth in an opinion
issued simultaneously herewith, It is
ordered.

(a) On and after January 25, 194h,
the ceiling prices under Revised Max-
imum Price Regulation 506 at which the
Boss Manufacturing Company (Kewvneo,
Illinois) may sell or deliver to any pur-
chaser, and such purchaser may buy
from it, the three "army reject and sec-
ond" staple work glove numbers enu-
merated in the table below, are the prices
set forth 'in this table. These ceiling
prices, however, are subject to the provi-
sions of Supplementary Order 96-Mac-
imum prices of certain goods rejected er
not delivered under a war procurement
contract.

turcer's

Glove description

03S Men's 10 ounce canton flannel, single
thickness back and paim, "Army
rjscts and seconds" 4" knit wrist $1,42. ;i 83

G41 Men's extra large 101, o unce nat urol
Jersey. singli thickness back and
palm, "Army rejects andsceonds",
0"kultwrist .................... 1. 5 1.F0

C47 Women's 1051 ounce natural Jersey,
sln'lo thickness back and paim.
"Army rejects and seconds" "
knit wrist ........................ 1. 7 1,725

(b) The ceiling prices for "regular
sales" at wholesale of each glove num-
ber shall be determined by divId'ng the
lower of the Group I ceiling price listed
above for that glove or its "adjusted con-
tract.price" (as that term is dcfined in
-paragraph (d) of Supplementary Order
96) by .839 (round the result to tho
nearest 2/2 cents) Ceiling prices for
"special sales" at wholesale shall be de-
termined in accordance with section 3
(b) of Revised Maximum Price Rogula-
tion 506.

(c) The ceiling prices authorized un-
der this order are subject to the follow-
ing:

(1) The instructions for manufactur-
ers and wholesalers which preface tile
tables in Appendix A of Revised Maxi-
mum Price Regulation 596;

(2) The provisions in section 4 (a) of
Revised Maximum Price Regulation 590
with respect to a manufacturer's "whole-
sale percentage" and the quota of de-
liveries which must be made at Group I
prices;

(3) The marking and informational
requirements of Section 6 of Revised
Maximum Price Regulation 506, In ad-
dition to these requirements, the Boss
Manufacturing Company, on all deliv-
eries of the style numbers listed in para-
graph (a) made pursuant to this order,
on and after January 25, 1945, must place
the letter "S" following the lot number
or brand name stated on the label, ticket,
or other device used to mark the gloves,

(4) The definitions in Revised Maxi-
mum Price Regulation 500.

(d) The Boss Manufacturing Com-
pany must furnish each of Its customers,
who, on or after January 25, 1945, pur-
chases the style numbers listed in para-
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graph (a) for purposes of resale, a notice
in the form set forth below. The notice
may be attached to the invoice or may
be stamped or printed on the invoice.

This notice is sent to you as required by
Order No. 68 under section 4 (b) of Revised
Maximum Price Regulation 506 issued by the
Office of Price Administration. It lists ceil-
Ing prices fixed by OPA. pursuant to Revised
Maximum Price Regulation 506 and Supple-
a'entary Order 96--Maximum Prices of Cer-
tain Goods Rejected or Not Delivered Under
a War Procurement Contract, for the "army
reject and seconds" work glove numbers
enumerated In the table below, manufactured
by the Boss Manufacturing Company.

OPA has ruled that the Boss Manufactur-
Ing (omnany may sell these numbers at or
below th3 prices listed in Column A below,
subject to the provisions of section 4 (a) of
Revised Maximum Price Regulation 506 with
respect to the quota of deliveries which must
be made at Group I prices. Wholesalers In
turn are authorized to make regular sales
at wholesale of these numbers at or below the
prices listed in Column B. Retailers will
determine their ceiling prices on these num-
bers in accordance with section 2 of Revised
M3aximum Price Regulation 506.

style Column A-Manufac- Column B-Wole.
IN o. turer's prices salers' prices

,List, foreach number. [List, for each num-
the pricesauthorized her, the result ob-

G3S-S_ underparagraph(a), taned by dividing
G41-S.. or the"adjusted con- the lower of the
G47-S-. tract price" (defined Group I ceiling an-

in Supplementary thorized under pare-
Order 96), which- graph(a),orits"ad°
everislower.] justed contract

price" by .53.]

You will note that the letter "S" follows the mann-
facturer's lot number or brand name. This letter
indicates that these gloves have been specifically priced
by OPA under section 4 (b).

(e) This Order No. 68 under Revised
Max--mum Price Regulation 506 may be
revoked or amended by the Price Adnin-
istrator at any time.

This order shall become effective Jan-
uary 25,-1945.

(56 Stat. 23, 765; 57 Stat. 566; Pub. Law
383, 78th Cong., E.O. 9250, 7 F.R. 7871,
E.O. 9328, 8 P.R. 4681)

Issued this 24th day of January 1945.

CHESTER BOWLES,
Admzinstrator.

iF. R. Dec. 45-1466; Friled, Jan. 24, 1945;
11:36 a. m.]

[RMPR 506, Order 69]

RArDT MALUFACTURING Co., ET AL.

APPROVAL OF MiXIUII PRICES

Order No. 69 under section 4 (b) of
Revised Maximum Price Regulation 506.
Maximum prices for staple work gloves.
Granting ma-mum prices to the Raidt
Manufacturing Company and other sell-
ers. Docket No. N60627-506-81-7.

For the reasons set forth in an opm-
ion issued simultaneously herewith, It
is ordered.

(a) On and after January 25, 1945,
the Raidt Mfg. Company, Shenandoah,
Iowa, may sell and deliver to any pur-
chaser, and such purchaser may buy

from it, the staple work glove numbers
enumerated in the following table at or
below the prices set forth in Column A
of this table. Wholesalers who pur-
chase these numbers from the Raldt
Mfg. Company may make "regular sales"
at wholesale of such gloves, at or below
the prices set forth in Column B of the
table. Ceiling prices for "special sales"
at wholesale shall be determined In ac-
cordance with section 3 (b) of Revised
Maximum Price Regulation 506.

Glove de:crlptisn

Men's fourchette cut
12 ounc white nap
out canton flannel
single thickness
back and -iIm two
thumb husking
glove. 8 ounce lan.
el thumb pateho,

kmt wrist ......
Men's 12 ounce white

nap out canton flan-
nrslnugle thickne
back and palm two
thumb huklng mit-
ten 8 ounce flannel
thumb patche, knit

Column A

Manufacitrer's
i'r e

Group
I

ceiling

Group
1i

cciling

'0 '.2IA 'a.-~

(b) The maximum prices authorized
in paragraph (a) are subject to the fol-
lowing:

(1) The instructions for manufactur-
ers and wholesalers which preface the
tables in Appendix A of RMPR 506, In-
cluding those relating to the pricing of
"seconds."

(2) The provisions in section 4 (a) of
RMPR 506 with respect to a manufac-
turers' "wholesale percentage" and the
quota of deliveries which must be made
at Group I prices;

(3) The marking and informational
requirements of section 6 of RMPR 500.
In addition to these requirements, the
Raidt Mfg. Company, on all deliveries
of the style numbers listed in paragraph
(a) made pursuant to this order, on
and after January 25. 1945. must place
the letter "S" following the lot number
or brand name stated on the label, ticket,
or other device used to mark the gloves.
(c) The definitions In RMPR 506 shall

apply to this order.
(d) The Raidt Mfg. Company must

furmsh each of its customers, who, on
or after January 25, 1945, purchases the
style numbers listed In paragraph (a)
for purposes of resale, a notice in the
form set forth below. The Raldt Mfg.
Company must also notify each such cus-
tomer (other than a seller at retail)
that he is required in turn to transmit
to his customers a copy of the notice
set forth below. The notice may be at-
tached to the invoice or may be stamped
or printed on the invoice.

This notice is sent to you as required by
Order No. 69 under aectlon 4 (b) of Revised
Maximum Price Re-ulation 500 Imued by
the Office of Price Administration. It lists
ceiling prices fixed by OPA for the worl:
glove numbers enumerated in the table be-

low. manufactured by the Maldt Manufac-
turing Company.
OPA has ruled that the lddt Lg. Com-

pany may coll the= numbers at or below
the prices listcd in Column A balow, subject
to the provisions of rection 4 (a) of RL1P_
E00 with rez-pect to the quota of delive-ies
which must be made at Grou-o I prccs.
Who!c--"ers In turn are authorized to make
regular ralea at rholesale of thee numb -
at or below the prices Isted In Cz:umn B.
Retailers will determine their calling prices
on thee numb=- in accordance with sact lc
2 of R1WIR 526.

Column A Colun B
ManuLstuure'.s prb-s

Group I Group II Diae
cdhZ cEiling

Z2.1t 2.5251- 7." i

You will note that the latter "3" filloms
the minufacturers,' lot number or b-un:
name. This letter Indicates that thee
gloves have bcen specially priced by OPA
under r:ctlon 4 (b).

(e) This order No. 63 unuer revised
Maximum Priqe Regulation 5213 may be
revoked or amended by the Price Ad-
ministrator at any time.

This order shall become effective
January 25, 1945.
(56 Stat. 23, 765; 57 Stat. 565; Pub. Law
383, 78th Cong., E.O. 9250, 7 F.R. 7871;
E.G. 9328, 8 F.R. 4631)

Issued this 24th day of January 1945.

CHEsT=n Eov s,
Adm mt rator.

[P. R. Dc. 45-1467: Filed. Jan. Z1, 1.45;
11:0 a. n.]

IPZIPR .50, Order 71]

ADVA:CE GLOVE M&tUFACTURIZIG Co. ET AL.

APrnovAL oF mumitmU PRICES

Order No. 71 under section 4 (b) of
Revised Maximum Price Regulation 505.
Maximum prices for staple work gloves.
Granting maximum prices to the Ad-
vance Glove Manufacturing Company
and other sellers. Docket No. 60627-
5064 (a) (3)-2.

For the reasons set forth in an opmon
Issued simultaneously herewith, It zs
ordcrcd.

(a) On and after January 25, 1945,
the Advance Glove Manufacturing Com-
pany, 931 West Lafayette Boulevard, Da-
troit, Michigan, may sell and deliver to
any purchaser, and such purchaser may
buy from it, the staple work glove num-
ber enumerated in the following table
at or below the prices set forth in Column
A of this table. Wholesalers who pur-
chase thL number from the Advance
Glove Manufacturing Company may
make "regular sales" at wholesale of such
glove, at or below the price set forth in
Column B of the table. Ceiling prices
for "special sales" at wholezale shall ba
determined in accordance with section
3 (b) of Revised?'=' wnum Price r.gula-
ton 506.
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Column A

Manufacturer's Column

Style Glove description prices

No. Whole-
Group Group salers'
I ceil- II cel prices
ing ing

384F Men's clute cut 8
ounce golden fleece
singlothcknessback
andpalm, knitwrist $1.6711 $1.82I $2.00

(b) The maximum prices authorized
In paragraph (a) are subject to the fol-
lowing:

(1) The instructions for manufac-
turers and wholesalers which preface
the tables in Appendix A of RMPR 506,
including those relating to the pricing of
"seconds."

(2) The provisions in section 4 (a) of
RMPR 506 with respect to a manufac-
turers' "wholesale percentage" and the
quota of deliveries which must be made
at Group I prices;

(3) The marking and informational
requirements of, section 6 of RMPR 506.
In addition to these requirements, the
Advance Glove Manufacturing Com-
pany, on all deliveries of the style num-
ber listed in paragraph (a) made pur-
suant to this order, on and after Jan-
uary 25, 1945, must place the letter-'!S"
following the lot number or brand name
stated on the label, ticket, or other de-
vice used to mark the gloves.

(c) The definitions in RMPR 506 shall
apply to this order.

(d) The Advance Glove Manufactur-
ing Company must furnish each of its
customers, who, on or after January 25,
1945, purchases the style number listed
In paragraph (a) for purposes of re-
sale, a notice in the form set forth be-
low. The Advance Glove Manufactur-
ing Company must also notify each such
customer (other than a seller at retail)
that he Is required in turn to transmit to
his customers a copy of the notice set
forth below. The notice may be at-
tached to the invoice or may be stamped
or printed on the invoice.

This notice is sent to you as required by
Order No. 71 under section 4 (b) of Revised
Maximum Price Regulation 506 issued by
the Offdce of Price Administratioi. It lists
ceiling prices fixed by OPA for the work glove
number enumerated in the table below, man-
ufactured by the Advance Glove Manufac-
turing Company.

OPA has ruled that the Advance Glove
Manufacturing Company may sell this num-
ber at or below the prices listed in Column
A below, subject to the provisions of section
4 (a) of RMPR E06 with respect to the quota
of deliveries which must be made at Group
I prices. Wholesalers In turn are author-
ized to make regular sales at wholesale of
this number at or below the price listed in!
Column B. Retailers will determine their
ceiling prices on this number in accordance
with section 2 of RMPR 506.

Column A
Column B

Manufacturer's Prices
Style No. _ Whole-

salers'
Group I Group II prices
celing ceiling

884F-S ----------- $1. 67.6 $1.82M $2.00

You will note that the letter "S" follows
the manufacturers' lot number or brand
name. This letter indicates that these gloves
have been specifically priced by OPA under
section 4 (b).

(e) This Order No. 71 under Revised
Maximum Price Regulation 506 may be
revoked or amended by the PricaAdmin-
istrator at any time.

This order shall become effective Jan-
uary 25, 1945.

(56 Stat. 23, 765; 57 Stat. 566; Pub. Law
383, 78th Cong., E.O. 9250, 7 F.R. 7871,
E.O. 9328, 8 F.R. 4681)

Issued this 24th day of January 1945.

CHESTER BOWLES,
Administrator

[P. R. Doc. 45-1468; Filed, Jan. 24, 1945;
11,:36 a. m.]

[Supp. Order 01, Order 201

UNITED STATES TREASURY DEPAnTrrIT,
PnocurEwanrr DivisioN

SPECIAL MAXIMIUTU PRICES VOR SALES OP VUIW
RUBBER IZD API1O2

For the reasons set forth In an opinion
issued simultaneously herewith and filed
with the Division of the Federal Register,
and in accordance with section 11 of
Supplementary Order 04, it is ordered:

(a) What this order does. This order
establishes maximum prices at which
new rubberized aprons hereinafter de-
scribed may be sold by tnited States
Treasury Department, Procurement Di-
vision, and by any subsequent reseller.

(b) Maximum prices. Maximum prices
per new rubberized apron described here-
in shall be:

Jobber's or
wholesaler's

Treasury'sprice price cnd Maximumn rcleo
"as is", 1. o. b. Treasuy'sprice for valco I

Article and description point of ship- f. o. b. point of censumern for
ment to Iobbecr shipment to apron it rood
or wholesaler retailr for condition

apron In good
condition

New rubberized apron made for the Medical Corps of U. S. Army,
26" long, 33" wide at bottom I0 acros bib, tie strings and neck
band of brown tape. Rubber or vmyl resin coatct on both
sides ------- ---------------------------------------- 0.0 1.1 1.

(c) Discounts. Every seller shall [Supp. Order 94, Order 211
continue to maintain his customary dis-
counts for cash. UNITED STATES TREASURY DrPA11T LIEmT,

(d) Notiftcationof maximum prices. 'PROCUREMENT DIvISION
Any person who sells the rubberized
apron described in paragraph (b) to a SPECIAL MIAXI],IUMI PiCES FOR 9ALES OP
retailer, shall notify the retailer of the M-2 50-CALIBRE AMM,1uiTION BOXES
retailer's maximum reselling price under For the reasons set forth In an opin-
paragraph (b) This notice may be
given in any convenient form. Ion Issued simultaneously herewith and

(e) Definitions. (1) "Retailer" means filed with the Division of the Federal
Any person whose sales to purchasers Register, and in accordance with snotion
for use constitute a substantial phrt of 11 of Supplementary Order 04, It is
his total sales.

(2) "Jobber or wholesaler" means any ordered:
person other than a manufacturer, the (a) What this order does. This or-
major portion of whose sales are to re- der establishes maximum prices at which
tailers, industrial and institutional users. M-2 50-Calibre Ammunition boxes here-

(f) Revocation and amendment. This
order may be revoked or amended at any inafter described may be sold by United
time. States Treasury Department, Procure-

This order shall become effective Jan- ment Division, and by any subsequent
uary 25, 1945. reseller.

Issued this 24th day of January 1945. (b) Maximum prices, The maximum

CHESTER BOWLES, prices per ammunition box described
Admznzstrator herein in new condition or having

[F. R. Doe. 45-1490; Filed, Jan. 24, 1945; serviceability not less than that of new
4:38 p. m.] ammunition boxes shall be:

Maximum price Maximum price Mailnum pr'eo
for sales to for lci to for rali 0

Article and description wholemlers, rtlaler, f.o.b. cfso.er ty
fLo.b.shpplug shipping point any ivr,,u

point

U. S. Army M-2 50-calibre ammunition box, approximately 12"I
wide, 14" high and 7 ' deep - ------------------------------ $0.7 $1.0 $1.6

(1) For the purposes of this order an
ammunition box has serviceability less
than that of new ammunition boxes
when it is rusted or dented, cannot be
closed, requires painting or other recon-
ditioning, or possesses other similar de-
fects.

(c) Discounts and allowances, Every
seller shall continue to maintain his cus-
tomary allowances and discounts,

(d) Notification of maximum prices.
Any person who sells the ammunition
boxes described in paragraph (b) to a
retailer shall notify the retailer of the
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retailer's maximum reselling price under
paragraph (b) This notice may be giv-
en in any convenient form.

(e) Definitions. (1) "Wholesaler"
means any person other than a manu-
facturer who distributes or sells the am-
munition boxes to purchasers other than
consumers.

(2) "Retailer" means any person
whiose sales to purchasers for use con-
stitute a substantial part of his total
sales.

(f) Revocation and amendment. This
order may berevoked or amended at any
time.

Tins order shall become effective Jan-
uary 25, 1945.

Issued this 24th day of January 1945.

CHESTER BOWLES,
Admnzstrator

[F. R. Dec. 45--191;.Filed, Jan. 21, 19'5;
4:37 p. m.]

[MPR 120, Order 1269]
BaRAroRD COAL Co.

APPROVAL OF Ml = PRICES

For the reasons set forth in an opinion
issued simultaneously herewith and in
accordance with § 1340.210 (a) (6) of
Maximum Price Regulation No. 120; It
is ordered.

(a) The lilitant Smokeless Mline of
Bradford Coal Company, Bigler, Penn-
sylvania, is hereby assigned Mline Index
No. 5157.

(b) Coals produced by Bradford Coal
Company from the B Seam at its Militant
Smokeless line, a-stnp mine, line In-
dex No. 5157 located in Clearfield County,
Pennsylvania in Subdistrict No. 14 of
District No. I are hereby classified as fol-
lows and may be purchased and sold for
the indicated uses and movements at per
net ton prices in cents per net ton not
exceeding the following:

Size group No.
S1 2 3 4 5

Pnce classiflcations_ C 0 0 C
Rail shipments -------- 370 3M5 345 50 3
Truck sipments - 3--- 1 375 30 30 340 33
Railroad lecomotive I

fuel --------------- 320 30 303 2 952

(c) The prices established herein are
f. o. b. the mine or preparation plant
for truck shipments, and f. o. b. the rail
shipping point for rail Shipments and for
railroad locomotive fuel.

(d) All prayers of applicant not
granted herein are hereby denied.

(e) This order may be revoked or
amended at any time.

(f) Order No. 1105 under Maximum
Price Regulation No. 120 is hereby re-
voked.

(g) Unless the context otherwise re-
qmures, the definitions set forth in
§ 1340.208 of Maximum Price Regulation
No. 120 shall apply to terms used herein.

This order shall become effective Jan-
uary 25, 1945.

(56 Stat. 23, 75; 57 Stat. 566; Pub. Law
383, 78th Cong.. E.O. 9250, 7 F.R. 7371,
E.O. 9328, 8 F.R. 4681)

Issued this 24th day of January 1945.
CHESTER BOWLES,

Administrator
[F. R. Dc. 45-1495; Filed, Jan. 24, 1915;

4:33 p. m.]

[IMIPR EOU, Order C61
Acorm GLOVE Co., TIc.

AUTHO3."IZATION or =A = raIcES
Order No. 6S under section 4 (b) of

Revised lximum Price Regulation 508.
Maximum prices for staple work gloves.
Granting maximum prices to the Acorn
Glove Co., Inc., and other cellers, Docket
No. 60627-506.4 (a) t3)-5.

For the reasons set forth in an opinion
issued simultaneously herewith; It is
ordered:

(a) On and after January 25, 1945, the
Acorn Glove Co., Inc., Palm, Pennsyl-
vanla, may sell and deliver to any pur-
chaser, and such purchaser may buy from
it, the staple work glove number enumer-
ated In the following table at or below the
prices set forth in Column A of this table.
Wholesalers who purchase the number
from the Acorn Glove Company, Inc..
may make "regular sales" at wholesale
of such gloves, at or below the prices set
forth in Column B of the table. Ceiling
prices for "special sales" at wholesale
shall be determined in accordance with
section 3 C) of Revised Maximum Price
Regulation 500.

Column A Co.
an B

Manuizetur-
Ft7le Glove de37lpt tIn ___________-

OrlGroup re M5

ceilln - £511103

0 Men's eluto cut, 6 ounce
slate blue lalnte thlck-
ni-m canton flarnd
tack and ra!m. Knit
Wesit........5.. .....

(b) The maximum prices authorized
In paragraph (a) are subject to the
following:

(1) The instructions for manufac-
turers and wholesalers which preface
the tables in Appendix A of RIMR 503;

(2) The provisions in section 4 (a)
of RAPR 506 with respect to a manu-
facturers' "wholesale .percentage" and
the quota of deliveries which must be
made at Group I prices;

(3) The marking and informational
requirements of section 6 of RMPR 506.
In addition to these requirements, the
Acorn Glove Co., Inc., on all deliveries
of the style number listed In paragraph
(a), made pursuant to this order, on and
after January 25, 1945, must place the
l.qtter "S" following the lot number or
b tand name stated on the label, ticket,
or-other device used to mark the gloves.
(c) The definitions in RMPR 506 shall

apply to this order.

(d) The Acorn Glove Co., Inc., must
furnich each of Its cuztamers, who, on
or after January 25, 145 purciaszd the
style number list d In paragraub. (a)
for purpzzes of resle, a notice in
the form set forth below. The Acorn
Glove Co., Inc., must also notify each
such customer (other than a seller at
retail) that he Is required in turn to
transmit to his custom, s a copy of the
notice set forth below. The notice may
be attached to the nvo.ce or may be
stamped or printed on the Invo3ce.

This notice I, sent to you as required by
Order Na. 63 under etion 4 (b) of Re-
vlcd MJXxlmum Price R-ogulatlon 503 -izued
by the Off:a of Price Ada! iotratlon. It
lists ceiling price: fixed by OPA for tha vozk
glove number enumerated In the tabe below.,
manufactured by the Acorn Glove Co, Inz.

OPA has rulc that the Acorn Glove Co.
Inc. may sell this number at or below the
prlczs lated In Column A below, mubect to
th prorlons of cctlon 4 (a) of RE= EGS
wlth r-spcet to th quota of dcliveries which
must b3 made at Grou I Pricez. Wholal-
era In turn are authorlzed to mall regulear
sales at wbolezee of thi3 numbe-r at or
below the prices lsted In Column B. Re-
taller will determine their ceiling ?3rces on
this number In accordance with section 2
of RnFF. 536.

Col-n A Coumn B

7ie;:. _____________W'!1.

GOrrpl GrouplI Pns

You will note that the letter "S' follows
the manufacturer-. lot number or brand
name. This letter Indicates that the-e gloves
hav keen specially priced by 02A under
section 4 (b).

(e) This Order No. 66 under Revised
Maximum Price Regulation 506 may be
revoked or amended by the Price Admih-
istrator at any time.

This order shall become effective Jan-
uary 25. 19M5.
(S Stat. 23, 57 Stat. 563; Pub. Law 393,
18th Cong., E.O. 9250, 7 P.R. 7871; E.O.
9328. 8 F.R. 4681)

Issued this 24th day of January 1915.
Cn=x BOW=I,

Admiznstrator.

IP. R. Dzz. 45-1 Fi92; led, Jan. 21, 1045;
4:3a p. m.]

[ M53, Order 671
BoosTra GLOVE Co.

ADJvSTJxT 0' 11=1 i P.ICES

Order No. 67 under section 4 (b) of
Revisad Maximum Price Regulation E05.
Max-mum prices for staple work gloves.
Granting maximum prices to the Booster
Glove Company and other sellers; Docket
No. 69627-503.4 (a) (3)-3.

For the reasons set forth in an opinion
Issued simultaneously herewith; It zs
ordered:

(a) On and after January 25,1945, the
Boozer Glove Company, 2058 Elston Av-
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enue, Chicago, Illinois, may sell and de-
liver to any purchaser, and such pur-
chaser may buy from it, the staple work
glove numbers enumerated in the fol-
lowing table at or below the prices .set
forth in Column A of this table. Whole-
salers who purchase these-numbers from
the Booster Glove Company may make

"regular sales" at wholesale of such
gloves, ator below the prices set forth
in Column B of the table. Ceiling prices
for "specific sales" at wholesale shall be
determined in accordance with section
3 (b) of Revised Maximum Price Regu-
lation 506.

Column A
Column B

Style * Glove description Manufacturer's prices Whole-
No. salers'

Group I Group II prices
ceiling ceiling.

IOWU Men's clute cut, split leather palm, V4 or less leather thumb, 8
ounce canton flannel back, knit wrist ------------------------- $3.15 $3.45 *3.75

IOSCU Women's clute cut, split leather palm, 3/ or less leather thumb,
8 ounce canton flaurel back, knit wrist ------------------------ 3.05 3.35 3. 62,4

10BU Men's cluto cut, split leather palm V4 or less leather thumb, &
ounce canton flannel back, single safety (not less than 2" ,
finished) ----------------.--------------------------------------- 3.25 3.55 3.87111

10GU Men's elute cut split leather palm, ,i or less leather thumb, .8
ounce canton flannel back, single gauntlet (not less than 4%"
finished) -------------------------------------------------------- 3.35 3.65 -4.00

10G0CU Women's cluto cut split leather palm, YA or less leather- thumb,
8 ounce canton flannel back, single gauntlet (not less than 4"
finished) ------------------.----------------------------------- 3.25 3.55 3. 87Y2

(b) The maximum prices authorized
In paragraph (a) are sub3ect to the fol-
lowing:

(1) The instructions for manufactur-
ers and wholesalers which preface the
tables in Appendix A of RMPR 506, in-
cluding those relating to the pricing of
"seconds."

(2) The provisions in section 4 (a) of
RMPR 506 with respect to a manufac-
turers' "wholesale percentage," and the
quota of deliveries which must be made
at Group I prices;

(3) The marking and informational
requirements of section 6 of RDYIPR 506.
In addition to these 'requirements, the
Booster Glove Company, on all deliveries
of the style numbers listed in paragraph
(a) made pursuant to this order, on
and after January 25, 1945, must place
the letter "S" following the lot number
or brand name stated on the label, ticket,
or other device used to mark the gloves.

(c) The definitions in RMPR 506 shall
apply to this order.

(d) The Booster Glove Company must
furnish each of its customers, who, on or
after January 25, 1945, purchases the
styles numbers 'listed in paragraph (a)
for purposes of resale, a notice in the
form set forth below. The Booster Glove
Company must also notify each such
customer (other than a seller at retail)
that he is required in turn to transmit
to his customers a copy of the notice set
forth below. The notice may be attached
to the invoice or may be stamned or
printed on the involce.

This notice is sent to you as required by
Order No. 67 under section 4 (b) of Revised
maximum Price Regulation 506 issued by
the Oflfce of Price Administration. It lists
ceiling prices fixed by OPA for the work
glove numbers enumerated In the table below,
manufactured by the Booster Glove Com-
pany,

OPA has ruled that the Booster Glove Com-
pany may sell these numbers at or below
the prices listed In Column A below, subject
to the provisions of Section 4 (a) of WIPR
506 with respect to the quota of deliveries
which must be made at Group X prices.
Wholesalers in turn are authorized to make
regular sales at wholesale of these numbers
at or below the prices listed in Column B.
Retailers wll determine their ceiling prices

on these numbsrs In accordance with section
2 cf RMPR 506.

Column A Column B

Manufacturer's prices Whole-
Style No. salers'

Group I Group II prices
ceiling eiling

10WU-S --------- $3.15 | 3.45 $3.75
10SCU-S --------- 3.05 3.35 3.6254
I0BU-S ---------- 3.25 3,55 3.87%
len-S ----------- 3.35 3.65 4.00
i0GCU-S -------- 3.25 3.55 3. 8734

You will note that the letter "S" follows
the manufacturers' lot number or brand
name. This letter indicates that these gloves
have been specifically priced by OPA under
section 4 (b).

(e) This Order No. 67 under Revised
Maxmum Price Regulat:on 506 may be
revoked or ameffded by the Price Admin-
istrator at any time.

This order shall become effective Jan-
uary 25, 1945.

(55 Stat. 23, 765; 57 Stat. 566; Pub. Law
333, 78th Cong., E.O. 9250, 7 F.R. 7871,
E.O. 9328, 8 F.R. 4681)

Issued this 24th day of January 1945.

CHESTER BOWLES,
Administrator

[F R. Doc.-45-1493; Filed, Jan. 24, 1945;
4:39 p. m.]

[MPR 506, Order 701

RAIDT MI"rUFATUIUnG CO.

ADJUSTMENT OF ZIUAII,T=I PRICES

Order No. 70 under section 4 (b) of
Revised Maximum Price Regulation 506.
Maxinum prices for staple work gloves.
Granting maximum prices to the Raidt
Manufacturing Company and other-sel-
lers; Docket No. 60627-506.4 (a) (3)-4.

For the reasons set forth in an opinion
issued simultaneously, herewith; It %s
ordered.

(a) On andafter January 25, 1945, the
Raidt Manufacturing Company, Shenan-
doah, Iowa, may sell and deliver to -any

purchaser, and such purchaser may buy
from it, the staple work glove number
enumerated In the following t-ble at or
below the price set forth in Colvrm A of
this table. Wholesalers who purchase
this number from the Raidt Ma'i:'factur-
ing Company may make "regular sales"
at wholesale of such gloves, at cr below
the prices set forth in Column B of the
table. Ceiling prices for "special sales"
at wholesale shall be determLned In ac-
cordance with szcton 3 (b) of Revised
Maximum Price Regulation 506,

Column A
Col.

Manulactr un' Cl
Style cra's prices
No. Glove description Whole.

Group Group ealcrs'
S 11 prices

ceiling ceiling

2512 Men's gunn cut 10 otnee
si-gle thlckncszc4 t ton
flrmnel back and p1,m,
14 ounce duck cu .... $2,15 $2.35 $2.0

(b) The maximum prices authorized
In paragraph (a) are subject to the
followng:

(1) The Instructions for manufactur-
ers and wholesalers which preface the
tables In Appendix A of RIPR 506, In-
cluding those relating to the pricing of
"seconds."

(2) Tbe provisions in section 4 (a) of
RMPR 506 with respect to a mt.nufac-
turers' "wholesale percentage" anti the
quota of deliveries which must be made
at Group I prices;

(3) The marking and Informational
requirements of sectlon 6 of R5 t 500.
In addit'on to these requirements, the
Raldt Manufacturing Company, on all
deliveries of the -tyle number lhtad In
paragraph (a) mece pursun'"- o this
order, on and after January 25, 1045,
must place the letter "S" foli' "'ng the
lot nun ser or brand name stated on the
label, t!cket, or other device ued to
mark the gloves.

(c) The definitions in RMPR oo shall
apply to this order.

(d) The Raidt r, zufacturlrn' Com-
pany must furnish ench of Its ot,* ^mors,
who, cn or after January 25, l9_, pur-
chases the style number listed in para-
graph (a) for purposes of resale, a notice
in the form set forth below. The Raldt
Manuf ,;cturing Comvapy mitt v'so no-
tify each such customer (other than a
seller at retail) that he Is reou'red In
turn to transmit to his customers a copy
of the notice set forth below. The no-
tice may be attached to the invoice or
may be stamped or printed on the
invoice.

This notice Is cent to you as required by
Order No. 70 under cection 4 (b) of Rovi ed
Maximum Price Rgultion 1506 tnluM by the
Office of Price Adminitration. It lists coil-
ing prices fixed by OPA for the worit glove
number enumerated In the table blow.
manufactured by the Raldt Manufacturing
Company.

OPA has ruled that the Rasdt Manufactur-
ing Company may s3l this number at or
below the prices listed In Column A below,
subject to the provisions of section 4 (a) of
RMPAR 506 with respect to the qutota of do-
liveries which must be made at Group I
prices. Wholesalers in turn are authorized
to make regular sales tt wholesalo of tile
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number at or below the price listed in Col-
umn 1. Retailers will determine their coll-
ing rrlcc on this number in accordance with
Section 2 ft RAPR 506.

-ColumnArA Column B

Manufacturer's prices 'Mile-Style No. saPlrs'

Group I Group II prce
ceiling ciling-

2512-3 ---------- i5 .35 $255

You will note that the letter "S" follows
the manufacturers' lot number or brand
name. This letter indicates that these gloves
have bc-n specifically priced by OPA under
section 4 (b).

(e) This Order No. 70 under Revised
Max ium Price Regulation 506 may be
revoked or amended by the Price Adin-
istrator at any time.

This order shall become effective Janu-
ary 25, 19-5.
(56 Stat. 23, 765; 57 Stat. 566; Pub. Law
33, '18th Cong., E.O. 9250, 7 F.R. '7871,
E.O. 9 28, 8 F.R. 4681)

Issued this 24th day of January 1945.
CHESTER BOWLES,

Admintstrator.

'iF. R. Dcc. 5-1491; Filed, Jan. 24, 1945;
4:39 a. m.]

[MPR 136, Rev. Order 389]

INTRATIONAL RESISTANCE CO.

ESTABLISH=T OF IXAXISIUI. PRICES

Revised Order No. 389 under Ma&xi-
mum Price Regulation 136, as amended.
Machines and parts, and machinery
services. International Resistance Com-
pany" Docket No. 6083-136.25a-119.

Order 389 under Maximum Price Reg-
ulation 136, as amended, is revised and
amended to read as follows:

For the reasons set forth in an opm-
ion issued simultaneously herevwith and
filed with the Division of the Federal
Register, and pursuant to § 1390.25a of
Maximum Price Regulation 136, as
amended, It ts ordered:

(a) The. maximum prices for sales by
International Resistance Company, 401
North Broad Street, Philadelphia, Penn-
sylvania, of all products manufactured
by it, except those manufactured by its
Connector Division, shall be the prices
filed with the Secretary of the Offce of
Price Administration and as published
in its Manufacturers' Price Schedule
M-45 and Jobbers' Price Schedule J-45,
both bearing the effective date" February
1, 1945, subject to all discounts and al-
lowances to its various classes of pur-
chasers set forth in such schedules.

(b) The maximum prices of resellers
for the sale of any product manufac-
tured by the International Resistance
Company, except those manufactured
by its Connector Division, shall be de-
termined as follows: The reseller shall
increase or decrease, as the case may
be, the maximum net price he had in
effect to each class of purchaser just
prior to the issuance of this order by
the amount, in dollars and cents, by

No. 19- 17

which his cost has been Increased or de-
creased due to the adjustment granted
the International Resistance Company
by this order.
(c) International Reistance Com-

pany shall give written notification to
tho resellers mentioned In paragraph
(b) of this order of the amounts In dol-
lars and cents by which their maxi-
mum prices have been increased or de-
creased pursuant to this order.
(d) On or before August 15. 1945, the

International Resistance Company shall
file with the Machinery Branch of the
Office of Price Administration, Wash-
ington 25, D. C. the following reports:
(1) Profit and loss statements for the

complete calendar year 1944 and the first
half, of the calendar year 1045, for the
International Resistance Comnuany, and
its Connector Division separately.

(2) A statement of Its sales of the
items subject to this order for the period
February 1, 1945, to June 30,1945. directly
comparing the effect upon its income re-
suiting from the maximum prices estab-
lished by paragraph (a) of this revised
order, with the effect upon income that
would have resulted from application of
the 5% overall increase granted by Or-
der No. 389 prior to this revision.
(e) Within ten days after the effective

date of this order, International Resist-
ance Company smll file with the Ma-
chinery Branch of the Office of Price Ad-
ministration, Washington 25, D. C., ten
copies each of its Manufacturers' Price
Szhedule M-45 and its Jobbers' Price
Senedule J-45, as described in paragraph
(a) hereof.

Mf) This order may be revoked or
amended by the Price Administrator at
any time.

(g) All requests not granted herein are
denied.

This order shall become effective Feb-
ruary 1, 1945.

Issued this25th day of January 1945.

CHT.sR BOwXVs,
Adminitrator.

[P. R. Mc. 45-1511; Filcd, Jan. 25, 1015;
11:21 a.m.]

SECURITIES AND EXCHANGE COM-
MISSION.

[File No. 1-27101
MUSKEGON PISTON Rn:G Co.

OP, DER GRANTING APPLICATION TO WITII-
DRAW FROM, LISTLIG AND 11EGISTMiTIO:M

At a regular si.'slon of the Securities
and Exchange Commission, held at Its
office in the City of Philadelph!a, Pa.,
on the 23d day of January, A. D. 1945.

The Muskegon Piston Ring Company,
pursuant to section 12 (d) of the Securi-
ties Exchange Act of 1934 and Rule
X-12D2-1 (b) promulgated thereunder,
having made application to withdraw Its
Common Stock, $2.50 Par Value, from
listing and registration on the Detroit
Stock Exchange;

After appropriate notice, a heading
having been held in this matter; and

The Commission having considered
said application together with the evi-

dence Intraduc=- at acd h-rin, anti
having due rcgzrd for the public inter-
est and the protection of mvetor;

It is ordered, That said applicaztn be
and the sme is hereby granted, e2ezcive
at the close of the trading se-sson on
February 2, 1045.

By the Commiss-on.

E=L] ORvAL L. Duflers,
Ssesrata-M.

[F. R. D c. 45-1475; Filed, Jan. 24, 1515;
2:51 p. m.]

[Fil ITo. r2-32I

Asocmx (!s am E-'rac Canp.
1NOTICE OF AND OnI- FO3 TM11 TG

At a re-ular session of the Securities
and Exchange Commission, held at its
office In the City of Pfladelphia, Pa., on
the 22d day of January 1945.

The Commission having on August 13,
1942 i:sued its findings, opinion and
order under section 11 (b) (1) of the
Public Utility Holding Company Act of
1935 (Holding Company Act Release ITo.
3729) requiring Danis J. Driscoll and
Willard L. Thorp, Trustees of Aszoc:ated
Gas and Electric Corporation, a regis-
tered holding company, to divest them-
Selves of all direct and indirect inte-_t
in securit es Issued and properties osnmd,
controlled or operated by certain com-
panies, including Manila Electric Com-
pany, Escudero EMectnc Service Com-
pany, and Associated Utilities Investing
Corporation; and

Said Trustees having filed a petition,
dated January 8, 1945, for modification
of the said order by striking therefrom
Manila Electric Company, Escudero
Electric Service Company, and Asso-
ciated Utilities Investing Corporation, on
the grounds that conditions are now
present which did not exist at the time
of entry of said order, and that the
present prospact of release of the Philip-
pine Islands from Jauanese occupation
and the desirability in the public interest
of a prompt rehabilitation of the prcp-
erties of the specified companies justify
a modification of the said order of Au-
guvst 13, 1942; and

Sad Trustees, having stated in said
petition that it Is not their intention, in
requesting a modification of the said
order of August 13, 142 with rescect to
the Philippine properties, otherise to
affect in any way the status of the pen"'-
Ing proceeding under section 11 (b) (1)
of the act or to alter their position, as set
forth in their answer in sid prozzeding,
in respact of the przerties retamable
by the Trustees; and that the Trustees
would not consider that the granting of
the petition for modification would give
them the right, in connection with the
subsequent reinstatement by the Com-
mLIcn of its divestment order with re-
spect to the Philippine properties, to sub-
mit any evidence as to the retainability
of those properties under the standards
of section 11 (b) (1) of te tct; the
Trustees assuming, however, that they
would be afforded an opportunity to be
heard with respect to the appropriateness
of the time of such reinstatement in re-
lation to the status of the rehabilitation

1ICU
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program and that they would have the
right to oppose the reinstatement on the
ground that the status of the rehabilita-
tion program renders such reinstatement
inappropriate; and

It appearing to the Commission that it
is appropriate in the public interest and
in the interest of investors and consum-
ers that a hearing be held with respect to
said petition:

It is ordered, That a hearing on such
matter under the applicable provisions
of said act and rules of the Commission
thereunder be held on February 6, 1945,
at 10:30 a. in., e. w. t., at the offices of
the Securities and Exchange Comnis-
sion, 18th and Locust Streets, Philadel-
phia, Pennsylvania, at which time the
hearing clerk in room 318 will advise as
to the room in which such hearing will be
held. Any person desiring to be heard in
such proceeding shall file tith the Com-
mission, on or before February 2, 1R45,
h's request'therefor as provided by Rule
XMII of the rules of practice of the
Commission.

It is further ordered, That Willis E.
Monty, or any other officer or officers of
the Commission designated by it for that
purpose shall preside at the hearing in
such matter. The officer so designated
to preside at such hearing is hereby au-
thorized to exercise all -powers granted
to the Comnussion under section 18 (c)
of sa!d act and to a trial examiner under
the Commission's rules of practice.

It ts further ordered, That, without
limiting the scope of the issues presented
by said petition, particular attention will
be directed at the hearing to the follow-
ing matters and questions:

1. Whether the conditions upon which
the order of August 13, 1942 was predi-
cated do not now exist with respect to
Manila Electric Company, Escudero
Electric Service Company and Associ-
atbd Utilities Investing Corporation:

2. Whether, and to what extent, it is
appropriate In the public interest, or for
the protection of investors and con-
sumers to impose terms or conditions
with respect to any modification of said
order.

It is further ordered, That notice of
such hearing be given to the petitioners
and to all other interested persons; said
notice to be given to petitioners by reg-
istered mail and to all other persons by
general release of this Comnssion, which
shall bb distributed to the press and
mailed to the mailing list for releases
Issued under the Public Utility Holding
Company Act of 1935, and by publica-
tion In the FEDERAL REGISTER.

By the Commission.
[SEAL] ORVAL L. DuBois,

Secretary.
IF. n. Doc. 45-1476; Filed, Jan. 24, 1945;

2:51 p. m.]

[File No. 70-1002]

SOUTH CAROLINA POWER CO. AND COiM-
MONWEALTH & SOUTHERN CORP.

SUPPLEIENTAL ORDER RELEASING JURISDIC-
TION AND PERMIITTING AIMEND.IENTS TO
APPLICATION-DECLARATION TO BECOLME
EFFECTIVE

At a regular session of the Securities
and Exchange Commission, held at its

office in the City of Philadelphia, Pa., on
the 23d day of January, A. D. 1945.

South Carolina Power Company, a-
public utility company, and its parent,
The Commonwealth & Southern Corpo-
ration, a registered holding company
having filed a joint application-declara-
tion and amendments thereto pursuant
to section 6 (b) of the Public Utility
Holding Company Act of 1935 regarding
the exemption from the provisions of
section 6 (a) and (7) of said act of the
issue and sale by South Carolina Power
Company by competitve bidding pur-
suant to Rule U-5O thereunder, of $8,-
000,000 principal amount of First and
Refunding Mortgage Bonds, due 1975, the
Interest rate to be determined by the re-
sults of competitive bidding, but not to
exceed 3Y4%, and regardihg other mat-
ters stated in said application-declara-
tion; and

The Commission having by order dated
January 11, 1945 granted the application
and permitted the declaration to become
effective except as to the price to be
paid for sdid bonds, the redemption price
therefor, the coupon rate, the underwrit-
ers' spread and its allocation, jurisdiction
as to such matters having been reserved
pending submission of the results of the
competitive bidding; and

South Carolina Power Company and
The Commonwealth & Southern Corpo-
ration having on January 23, 1945 filed
a further amendment to the application
and declaration stating that in accord-
ance with the permission granted by the
order of the Commissipn dated January
11, 1945, South Carolina Power Company
offered the bonds for sale pursuant to
the competitive bidding requirements of
Rule U-5O and receyed the following
bids:

Price to Con- Costto
Bidder corn- Pon com-

pan" rate pany

Per-
ceow

The First Boston Corporation.. i0. 609 3 2.0692
Harriman Ripley & Co., Incor-

porated .-......----- 100. 300 3 , 9848
Mellon Securities Corporation.. 100. 2176 3 2.0890
Shields & Company -----------. 100.039 3 2.99S0
White, Weld & Co -----------
Lehman Brothers ------------ 101.650 3;1 3.0408
W. C. Langley & Co4......
Merril Lynch, Pierce-.........-104099 86 3.0499
Fenner & Bene ................
Halsey Stuart & Co. Ic0...... . 117 8H 3.0678

The amendment further stating that
South Carolina Power Company has ac-
cepted the bid of The First Boston Cor-
poration for the bonds as set out above
and that the bonds will be offered for sale
to the public at a price of 101.375%
resulting in.an underwriters' spread of
.766%, and

The Commission having examined the
amendment and having considered the
record herein and finding no basis for
imposing terms and conditions with re-
spect to the matters as to which Juris-
diction was reserved;

It 2s ordered, That-the jurisdiction
heretofore reserved over the price to be
paid for the bonds, the redemption prices
therefor, the coupon rate, the under-
writers' spread and its allocation be, and
the same hereby is, released and that the
amendment fied on January 23, 1945 to
the application-declaration be, and the

same hereby is, granted and permitted
to become effective forthwith, subject,
however, to the terms and conditions
prescribed in Rule U-24.

By the Commission.
[SEAL] ORVAL i. DuBois,

Secretarv.

[F. R. Doc. 45-1477; Filed, Jan. 24, 1045;
2:61 p. M.

[Pile No. 50-8]

INTERNATIONAL HYDRO-ELECTRIC SYSTntx

NOTICE OF FILING AND ORDER FOR IIlARING

At a regular session of the S~curlties
and Exchange Commission, held at its
office in the City of Philadelphia, Penn-
sylvania, on the 23d day of January
1945.

The Commission, on August 12, 1943,
having applied to the United States Dis-
trict Court for the District of Massachu-
setts (Civil Action No. 2430), pursuant
to sections 11 (d) and 18 (f) of the Pub-
lic Utility Holding Company Act 9f 1035,
to enforce compliance with an order of
the Commission dated July 21, 1042
(Holding Company Act Release No,
3679) issued pursuant to section 11 (b)
(2) of the act and directing that Inter-
national Hydro-Electric System, a reg-
istered holding company, be liquidated
and dissolved; and

The United States District Court for
the District of Massachusetts having
upon October 11, 1943, after hearing,
entered its interlocutory decree which,
among other things, appointed Barthol-
omew A. Brickley of One Federal Street ,

Boston, Massachusetts, as Special Coun-
sel, to investigate and make summary
and exhaustive inquiry concerning
transactions alleged to give rise to
causes of action on behalf of Interna-
tional Hydro-Electric System against
International Paper Company, a New
'York corporation, and to make a report
to said Court with respect thereto, said
decree authorizing said Special Counsel
to employ stenographic and clerical help
and providing that said Special Counsel
be allowed his actual expenses and rea-
sonable compensations for services as
may thereafter be approved and allowed
by said Court; and

It appearing to the Commission that
on November 1, 1944, Bartholomew A,
Brickley, as Special Counsel, filed his
report, on the matters under investiga-
tion as proVIded for in said decree of
October 11, 1943, with the United States
District Court for the District of Massa-
chusetts;

Notice is hereby given that Bartholo-
mew A. Brickley, as Special Counsel for
International Hydro-Electric System, has
filed with this Commission an applica-
tion pursuant to the provisions of sec-
tions 11 (d) and 11 (f) of the act rind
Rule U-63 promulgated thereunder for
approval by the Commission of the max-
imum amount which may be paid to
hn for his services and expenses in-
curred as Special Counsel. Said applica-
tion requests approval for a fee of $30,000
for Bartholomew A. Brickley, as Speelal
Counsel, and for reimbursement of
$2,424.80 of expenses consisting of $1,375
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for secretarial services, $600.37 for court
stenographers, and $449.43 for miscel-
laneous disbursements such as telephone
and travelling expenses;

The Commission deeming it appro-
priate in the public interest and in the
interest of investors that a hearing be
held to determine whether or not the
application of Bartholomew A. Brickley,
as Snecial Counsel, be approved:

It is ordered, That a hearing be held on
such matters under the applicable pro-
visions of the act and the rules of the
Comnission thereunder on February 12,
1945, at 10:00 a. in., e w. t., at the offices
of the Securities and Exchange Com-
mission, 18th and Locust Streets, Phila-
delphia 3, Pennsylvama. On such date,
the hearing room clerk in Room 318 will
advise as to the room in which such
hearing will be held. All persons desir-
ing to be heard or otherwise wishing to
participate at said hearing should notify
the Commission in the manner provided
by Rule XVII of its rules of practice on
or before February 8, 1945;

It is further oraered, That Charles S.
Lobingier or any other officer or officers
of the Commission designated by it for
that purpose shall preside at the hearing
in such matter. The officer so designated
to preside at any such hearing is hereby
authorized to exercise all powers granted
to the Commission under section 18 (c)
of the act and to a trial examnner under
the Czmmssicn's rules of practice; and

It is further ordered, That notice! of
this hearing be given to Bartholomew A.
Brickley and to International Hydro-
Electric System by registered mail, and
to all other interested persons by general
release of this Commision which shall
be distributed to the press and mailed to
all persons on the mailing list for the
releases issued under the Public Utility
Holding Company Act of 1935 and by
publication in the FEDERAL REGISTER; and
that Bartholomew A. Brickley, as Trus-
tee of International Hydro-Electric Sys-
tem, shall cause to be published, at lcast
ten days prior to the hearing date set
herein, a copy of this notice of filing and
order for hearing in a newspaper of gen-
eral circulation in the cities of Boston,

"Massachusetts, and New York, New York,
and shall mail a copy of this notice of
filing and order for hearing to. all persons
granted intervention or participation in
Civil Action No. 2430 in the United States
District Court for the District of Massa-
chusetts.

By the Commission.

[SEAL] ORVAL L. DuBois,
Secretary.

IF. R. Doe. 45-1525; Filed, Jan. 25, 1945;
11:26 a. n.]

[File No. 54-1181

UNITED CORPORATION

NOTICE OF FILING AND ORDER FOR HrEARING
ON PLAN AND ORDER INCORPORATING
RECORD

At a regular session of the Securities
and Exchange Commission, held at Its
office in the City of Philadelphia, Penn-
sylvama, on the 23d day of January 1945.

Notice is hereby given that The United
Corporation ("United") a registered
holding company, has filed an applica-
tion for approval of a plan under section
11 (e) of the Public Utility Holding Com-
pany Act of 1935 proposing action de-
scribed as necessary to effectuate the
provisions of section 11 (b) of the act,
and for the approval of incidental and
related transactions;

The transactions proposed In sald plan
are further described as a step In com-
pliance with the Commission's order of
August 14, 1943, pursuant to section 11
(b) (2) of the act, directing United to
change its existing capitalization to one
class of stock, namely, common stock,
and to take such action, in a manner
consistent with the provisions of said
act, as will cause It to cease to be a hold-
mg company'

All interested persons are referred to
said plan which is on file In the offlice
of the Commission for a full statement
of the transactions therein proposed
which may be summarized as follows:

(1) United has outstanding ,366,522il
shares of $3 Cumulative Preference Stock
with a voluntary and involuntary liqui-
dating value of $50 per share. At De-
cember 31, 1944, accrued and unpaid d,-
idends on said shares of Preference Stock
aggregated $9,224,024. or $6.75 per share.
On January 17, 1945, a dividcnd of $1.75
per share was declared, payable Febru-
ary 14, 1945. United proposes to offer
to exchange for each such share, up to
and including 151,655 shares of said out-
standing Preference Stock, the follow-
Ing:

(a) Two shares of common stock of
Delaware Power & Light Company,

(b) $5.00 In cash.
(2) The offer of exchange is proposed

to be made with respect to all rights and
claims represented by each share of
United's $3 Cumulative Preference Stock
accepted for exchange, including any
and all rights and claims to accrued and
unpaid dividends thereon.

(3) If the provisions of the plan are
approved by the Commission, it is pro-
posed that the cffer of exchange be mailed
to holders of the $3 Cumulative Prefer-
ence Stock, and that the offer remain
open for a minimum period of 15 days
after such mailing. A maximum of
151,655 shares of Preference Stock will be
accepted for exchange by United (except
that a limited number of shares more or
less than the foregoing amount may be
exchanged in order to eliminate fractions
resulting from prorations). If during
said 15-day period more than 151,655
shares of Preference Stock shall have
been tendered for exchange, a pro rata
distribution of the securities and cash to
be exchanged-shall be made among all
holders who have tendered Preference
Stock in excess of 10 shares each on the
basis of the number of shares Of Prefer-
ence Stock tendered. In all cases, how-
ever, where the pro rata distribution
would result in the possible acceptance of
less than 10 shares of Preference Stock,
10 shares of Preference Stock will be ac-
cepted for exchange. If less than 151,-
655 shares of the Preference Stock shall
be tendered during said 15-day period, it
is proposed that all shares of Preference

Stock tendered will be accepted and that
the offer shall thereafter remain open, on
a "first come-first s-rved" basis for an
additional period of 30 days and that
United may apply to the Commission for
further extensions of time for the ac-
ceptance of Preference Stock.

(4) The plan further provides that the
offer may be accepted by a stockholder
only by the deposit with the exchange
agent to be designated by United, en or
before 3 p. m. on the last day of the pe-
riod during which the offer remains
open, of the certifl.ate of the shares of
$3 Preference Stock to be exchanged, or
by the delivery to the exchange agent
of an undertaking, in the form pre-
scribed by United, agreeing to deliver
the share certificates by a date to be
speciflcd. Upon presentation by the
holder of certificates of the shares of
Preference Stock to the exchange agent,
the latter will deliver to such holder,
as soon as practicable, certificates for the
aggregate number of shares of Delaware
Power & Light Conl3any common stock,
together with the cash payment, to
whlich such holder shll be entitled un-
der the proposed exchange offer.

United holds 003,311 shares of Dela-
ware Power & Light Company common
stock representing 26.1% of said com-
pany's outstanding voting securities. If
the plan for which approval is sought
by United is fully consummated, sub-
stantially all of the shdies of common
stock of Delaware Power & Light Com-
pany owned by United will be disposed of.
In addition. United's outstanding shares
of $3 Cumulative Preferred Stock will be
reduced from 1,366,522' shares to 1,214,-
867 shares. Shares of Preference
Stock to be received by United pursu-
ant to the exchange offer are proposed
to be retired in accordance with the ap-
plicable provisions of the General Cor-
poration Law of the State of Delaware.

The Commission being required by the
provisions of section 11 (e) of the act,
before approving any plan submitted
thereunder, to find after notice and op-
portunity for hearing that such plan, as
submitted or as modified, is necessary to
effectuate the provisions of subsgction
(b) of section 11, and is fair and equi-
table to the parsons affected by such
plan; and it appearing appropriate in the
public interest and in the interests of
investors and consumers that notice be
given and a hearing be held with respect
to said plan; and

It further appearing to the Comms-
slon that all or part of the evidence with
respect to The United Corporation hold-
Ing company system adduced in the pro-
ceeding designated as File No. 54-49, be-
ing the proceeding in which the Com-
mission approved United's previous plan
of exchange, may have a bearing upon
the Issues presented by the pending
plan, and that a substantial saving of
time and expense will result if such evi-
dence adduced in said prior proceeding
Is used In connection with the considera-
tion of the Issues raised in the panding
plan;

It is ordered, That the record of the
proceeding designated as File No. 54-89
be, and hereby is, incorporated into the
record of the proceeding with respect to
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the pending plan subject, however, and
without prejudice, to the Commission's
right, upon its own motion or the motion
of any interested party, to strike such
portion of the record in respect of said
prior proceeding as may be deemed ir-
relevant to the issues raised by the pend-
ing plan.

It is further ordered, That a h6aring
under the applicable provisions of the
act and rules thereunder be held at
10 a. in., e. w. t. on the 27th day of Feb-
ruary 1945, in the offices of the Securi-
ties and Exchange Commission, 18th and
Locust Streets, Philadelphia, Pennsyl-
vama, In such room as may be desig-
nated on that day by the hearing room
clerk in Room 318.

It is further ordered, That Willis E.
Monty, or any other officer or officers of
the Commission designated by it for
that purpose, shall preside at the hear-
ings in such matter. The officer so des-
ignated to preside at any such hearing is
hereby authoriked to exercie all the
powers granted to tle Commission under
section 18 (c) of said act and to a trial
examiner under the Commission's rules
of practice.

It ts further ordered, That notice of
said hearing be given to The United Cor-
/}oration by mailing a copy of this notice
and order forthwith by registered mail,
and that notice be given to all other per-
sons by a general release by the Commis-
sion distributed to the press and mailed
to the mailing list for releases under the
act, and by publication of this notice and
order In the FEDERAL REGISTER; and

It is further ordered, That the United
Corporation shall give appropriate no-
tice of this hearing, In such form as the
Commission may hereafter approve, to
all of the holders of its Common and
Preference Stock (insofar as the iden-
tity of such holders is known or available
to United) at least twenty days prior to
February 27, 1945.

It is further ordered, That any person
desiring leave to be heard or otherwise
wishing to participate in these proceed-
ings shall notify the Commission on or
before February 21, 1945, in the manner
provioled by Rule XV of the Commis-
sion's rules of practice.

It 2s further ordered, That, without
limiting the scope of the issues presented
by said plan, as submitted or as modi-
fied, particular attention will be directed
at said hearing to the following matters
and questions:

(1) Whether the plan, as submitted or
as modified, is necessary to effectuate
the provisions of section 11 (b) of the
act;

(2) Whether the proposed plan, as
submitted or as modified, is fair and
equitable to the persons affected by said.
plan;

(3) Whether the transactions pro-
posed in said plan comply with all' of
the requirements of the applicable pro-
visiors of the act and rules promulgated
thereunder;

(4) Whether the plan, as filed or as
modified, makes appropriate provision
for the payment of fees, expenses and
remuneration in connection with the
proposed plan, and in what amounts

such fees, expenses and remuneration
should be paid, and the'fair and equita-
ble allocation thereof;

(5) Whether, and to what extent, the
proposed plan should be modified or
terms and conditions imposed to ensure
adequate protection of the public inter-
est and the interests of investors and
consumers and compliance with all ap-
plicable provisions of the act.

By the Commission.
[sEAL] ORVAL L. DuBois,

Secretary.
[F. R. Doc. 45-1527; Filed, Jan. 25, 1945;

11:27 a. m.]

[File No. 70-7361

ALABAMA WATER SERVICE CO., AND FEDERAL
WATER AND GAS CORP.

SUPPLEMENTAL ORDER WITH RESPECT TO
SALES OF PROPERTY

At a regular session of the Securities
and Exchange Commission, held at its
office in the City of Philadelphia, Penn-
sylvania, on the 23d day of January,
A. D. 1945.

The Commission-having on February
10, 1943 issued an order, pursuant to sec-
tions 11 (b) and 11 (e) of the Public
Utility Holding Company Act of 1935,.
directing, among other things, that Fed-
eral Water and Gas Corporation ("Fed-
eral") a registered holding company,
dispose of its interests in Alabama Water
Service Company ("Alabama") a direct
subsidiary of Federal, and approving'a
plan filed by Federal providing, among
other things, that Federal would dispose
of its interests in Alabama; Federal and
Alabama having subsequently from time
to time filed certain applications and
declarations concerned with the divest-
ment by Alabama of certain of its prop-
erties and the use by Alabama of the
proceeds derived from such sales for the
redemption and retirement of the First
Mortgage Bonds of Alabama, saxd appli-
cations and declarations, bearing the
above set forth caption, having hereto-
fore been granted and permitted to be-
come effective; Federal and Alabama
having now filed a joint amendment to
these latter mentioned proceedings con-
cerned with the proposed divestment by
Alabama of certain of its water systems
to municipalities and towns, or their
nominees, in the State of Alabama, all as
more particularly described hereinafter,
and the use of the proceeds to be derived
from such sales for the retirement of
First Mortgage- Bonds of Alabama, as
more particularly described hereinafter'
it appearing that these transactions are
steps in the consummation by Federal
of its program for the divestment of its
interests in the business and properties
of Alabama, that the properties being
disposed of by Alabama are subject to the
lien of the indenture securing Alabama's
First Mortgage Bonds, and that the use
of the proceeds from the said sales for
the retirement or cancellation of First
Mortgage Bonds by Alabama is necessary
or appropriate to effectuate the require-
ments of section 11 (b) of the act; and

Federal and Alabama having requested
that this Commission find that said pro-
posed transactions are necessary or ap-
propriate to the integration or simplifica-
tion of the holding company system oi
which Federal and Alabama are members
and further requesting that such order or
orders as we shall issue in this matter
conform with, the requirements of sec-
tions 371 (b) 371, (d) 371 (f), and 1808
(f) of the Internal Revenue Code, as
amended, and contain the recitals and
specifications described therein,

It is ordered and recited, That the fol-
lowing sales for cash by Alabama Water
Service Company of the properties, speci-
fled and itemized in this order and in the
documents herein referred to and incor-
porated In this order by reference as
herein set forth, and the use of the pro-
ceeds from the sales of said properties to
the retirement or cancellation of First
Mortgage Bonds of Alabama Water Serv-
ice Company are necessary or appropri-
ate to the integration or simplification
of the Federal Water and Gas Corpora-
tion holding company system of which
Alabama Water Service Company Is a
member and are necessary and appro-
priate to effectuate the provisions of sec-
tion 11 (b) of the Public Utility Hold-
ing Company Act of 1935:

(a) The sale to the Water Works
Board of the City of Ozark, Alabama of
the water works system of the Company
servicing the City of Ozark, Alabama and
territory contigtious thereto in Dale
County, Alabama for the sum of $115,000
in cash; a

(b) The sale to the City of Russellvillo,
Alabama, or its nominee, of the water
works system of the Company serving the
City of Russellville, Alabama and terri-
tory contiguous thereto in Franklin
County, Alabama for the sum of $110,000
in cash;

(c) The sale to the City of Fort Payne,
Alabamh, or its nominee, of the water
works system of the Company serving the
City of Fort Payne, Alabama and terri-
tory contiguous thereto in DeKalb Coun-
ty, Alabama for the sum of $165,000 in
cash;

(d) The sale to the Town of Bay
Minette, Alabama, or its nominee, of the
water works system of the Company serv-
ing the Town of Bay Minette, Alabama
and territory contiguous thereto in Bald-
win County, Alabama for the sum of
$65,000 in cash; and

(e) The sale to the Town of Sampson,
Alabama, or its nominee, of the water
works system of the Company serving the
Town of Sampson, Alabama and terri-
tory contiguous thereto in Geneva Coun-
ty, Alabama for the sun of $13,500 in
cash;

The said properties referred to in sub-
divisions (a) (b) (c) (d), and (e) being
more completely specified, ltemz3d, and
described In certain documents entitled
"Specification and Itemization of Prop-
erties of Alabama Water Service Com-
pany to be Sold" marked respectively
H-1, H-2, H-3, H-4, and H-5 of Amend-
ment No. 5A and filed with the Securities
and Exchange Commission as a part of
the record In this proceeding, which said
documents are hereby incorporated by
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reference in this order and made a part
hereof with the same force and effect as
if setforth at length hereto.

it is further ordered, That the pro-
ceeds of each of the sales of the prop-
erties so specified and itemized shall be
applied to the redemption, pursuant to
the terms thereof, and cancellation of
First M'ortgage Bonds, 33% Series, due
1965, of Alabama Water Service Com-
pany issued under an indenture dated as
of September 1, 1940 between Alabama
Water Service Company and Central
Hanover Bank and Trust Company, as
trustee, which indenture has been modi-
fied in certain respects by a supplemental
indenture dated as of July 1, 1943.

It zs further ordered, That the sales of
said pronerties shall be completed within
six months from the date of this order
and the proceeds of the sales thereof
shall be applied to the redemution, re-
tirement and cancellatfon of First Mort-
gage Bonds of Alabama Water Service
Company not later than September 1,
1945.

By the Commission.
[5E'L] ORvAL L. DuBoi%

Secretary.

[F. R. Doc. 45-1526; Filed, Jan. 25, 1945;
11:27 a. m.]

WAR PRODUCTION BOARD.
[C-250]

LIS. ScHonan's, InC.

COI Pm. ORDER

Mrs. Schlorer's, Incorporated, having
its place of business at 2523 DIckinson
SIreet, Philadelphia, Pennsylvania, ia en-
gaged in the manufacture of mayonnaise
and salad dressings, which are distrib-
uted throughout the eastern part of the
United States. An investigaton by the
War Production Board dilscozes that
during the second, third and fourth quar-
ters of 1944, the company exceeded its
quota in accepting delivery and using
new fibre shpping containers for pack-
ing mayonnaise and salad dre.sings. in
violation of Limitation Order L-4317, in
that during the second quarter It ex-
ceeded its quota by 152,160 square feet
or 20,733 pounds and in the third quarter
by 142,860 square feet or 19,355 pounds,
and in the fourth quarter by 44,005
square feet with no violation as to
weight, making a total of 330,l91 square
feet and 40,088 pounds.

Mrs. Schlorer's, Incorporated, admits
tko violations as chargcd by the War
Production Board, but denies that it was
willful, and has consentcd to the Issu-
ance of this order.

Wherefore, upon the agreem-ent and
consent of Mrs. S.hiorer's, Incorporated,
the Regional Compliance Manager and
the Acting Re7gonal Attorney, and upon
approval of the Comuliance Commis-
sioner, It is herej ordered, That:

(a) Mrs. Schlorer's, Incorporated, its
succes ors or assigns, 5  reduce its ac-
ceptance and use of new fibre zhipping
containers by 4,697 square fet and 10,-
022 pounds during each of the four
quarters of 1045, under the quota it
would otherwise be entitled to accept
or uze as specified by the provisions of
Limitation Order L--17, as amended
from time to time, unless othervisa au-
thorz2d in writing by the War Produc-
tion Burd.

(b) Nothing contained in this o:der
shall Le damed to relieve Mrs. Schlor-
er's, Incorporated, its succesors or az-
signs, from any rstriction, prohibition
or provision contained in any other
order or regulation of the War Produc-
tion Board, except insofar as the- same
may be inconsistent with the provisions
hereof.

ksucd this 24th day of January 1945.

WAnI PrOLUCO:I BO.nD,
By J. Jos=' WH -L

Recording Secretary.
[F. R. DoE. 45-11,87; Fled, Jan. 24, 195;

4:11 p.m.]




