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A. BRIEF OUTLINE OF RENEGOTIATION 

1. BASIS FOR DETERi\IINING EXCESSIVE PROFITS 

A. OVERALL FISCAL YEAR REVIEW 

Excessive profits nre determined not with respect to individual con­
tracts, but with respect to the receipts or n,ccrunls of the contractor 
under all renegotiable contmcts and subcontracts in an enti re fiscal 
year of the contractor. The ndvuntages of this procedlll'e are sub­
stantial: (1) Obviously, it reduces the administrative burden nnd 
saYes the time of both Government and industry; (3) it holds cost 
acconnting and cost allocations t.o a minimnm; (:3) it permits the use 
of the regular finun cin,l and n,ccounting data mnintnined and prepn,red 
by cont.ractors for tn,x purposes; n,nd (4) most important.ly, it enables 
contractors to offset their losses or low profits on one or more defense 
cont.raets n,gainst their profits from other defense contracts during the 
same fiscal year. 

B. APPLI CATION OF STATUTORY FACTORS 

R enegotiable profits n,re determined by charging against renego­
tiable receipts or accruals (usunlly referred to as "renegotin ble sales") 
all costs and expenses incurred by the contractor n,nd allocable to the 
performance of renegotiable business. Ex('essi,-e profits are that por­
tion of such renegotiable profits ,,-hich is determined in accordance 
with the act to be excessive. In making these det,ermi.nations, the 
Board is required by the act to obscn-e certn,in prescribed fnctors. 
Briefly stated, these factors n,rc efficiency, reasonableness of cost.s nnd 
profi ts, net worth, risk, contrib ution t.o defense effort, character of 
the business, nnd any other fn ctor which the Board deems eqnita ble . 

II. COVERAGE OF ACT 

A. DEPARTMENTS NAi\lED I~ ACT 

Except. for the specific exemptions provid ed hy section 106 nll con­
t.rncts with the departments named in the act and reln,ted subcontract,.. 
are subject to renegotiation on receipts or aeenlll.ls after D ecember 31, 
1950, and before Janunry 1, 1957. Contracts " ' ith other departments 
designated by the President under the flct and related subeontrncts 
are subject to renegotiation 0]) rpeeipts 0 1' n,ceruals starting with the 
month following designation. By alllendment approved August 1, 
1956, efl'ective D ecemher 31, 1956, the departments namecl in the aet 
were reduced to the Departmen t of Defense, the Department of the 
Army, the Department of the Navy, the Depnrtment of the Ail' 
Force, the ~Iarit.im e Admillistra tion, tho Federal ~Iaritime Board, 
the General Services Administration, and the Atomic E1l0rgy C01l1-

1 



2 RENECOTIATIOX PROCEDURES AND THE ACT AS AMENDED 

mission. B.\' amendment approved September 6, 1958, the National 
Aeronautics and Space Administration was added to the departments. 

B. EXE MPTIONS 

Exemptions are either mandatory, by force of the statute itself, or 
permissive, granted by the Board pursuant to authority vested in it 
by the act. 
1. 1I1andatory eXl'mptions 

The mandator." exemptions ure briefly us follows : 
(a) Contracts with political units or their subdivisions and con­

tracts with foreign governments. 
(b ) Contracts and subcolltracts for raw agricultural com­

modities. 
(c) Contracts and subcontracts for minerals and timber not I 

processccl beyond the fi rst form or sta te sui t able for industrial i 
use. I 

(d) Contracts and subcontracts with regulated common car-
riers or public utili t ies . I 

(e) Contracts and subcon tracts with tax-exempt organizatiolls. ~ 
(j) Contrac ts and S ll bcontracts which thc Board deems not 

directly connected with natiollal defense . 
(rl ) Competitive bid construction contracts and subcon tracts. 
(h) Suhcontra cts uncler the above exempt contracts or sub­

contracts. 
(i) Contrncts and su bcoll tracts for standard commercial arti-

I cles or sen' ices under certain conditions. 
(j ) By amendment approved August 1, 19.56, effective as to I 

fiscal yenr ending aft er ,Tunc 30, 1956, a ncw commercial exemp- I 
tioll vms added to the act replacing the standard commercial 
article exemption in effec t as to years ending aft er December 31, : 
195:3 . The ttmenclment liberalized the standard commercial arti-
cle exemption and placecl it largely upon a self-applied basis . I 

2 . Part'ial mandatory exemption I 
Section 106(c) of th e act exempts contracts and subcontracts for 

new durable productive equipment, except to the extent of that part I, 

of the sales price which bears th e same ratio to th e total pri ce as 
5 years bears to the average useful life of such equipment. Thus if I 

a ma chin e has nn expected useful life of 10 years, five-t enths of the 
sale price would be renegotiable. I 

3 . P ermissiue eXClnptioll s I 

Section 106(d) of th e nct authorizes the Board , in its discretion , to ! 
exempt. the following : I 

(a. ) Contracts and subcontracts to be performed outside the I 
continental Unit ed Stnt es or in Alaska. I 

(b) Contracts and sebcontrncts und er which the profits can be I 
reason nbly determined ,,-hen the contract pricc is es tablished. I 

(c) Con tmcts and subcontracts with pro,'isions which the · 
Board C'onsiders otherwise ad equate to pre,~ent excessiye profit s . . 

(d) Contracts und subcon tracts of n, secret nature. 
(e) Subcon tracts as to ,,·hich th e Board considers it not ad­

minist ratiyely fcusible to segregat e the profi ts attrib ut able t hereto I 
I 



RENEGOTIATION PROCEDURES AND THE AC'l' AS AMENDED 3 

from the profits attributable to nonrenegotiable activities of the 
contractor. 

III. STRUCTURE OF BOARD ORGANIZATION 

A. STATUTORY BOARD 

The Renegotiation Board was created by the Renegotiation Act of 
1951, approved March 23, 1951, as an independent establishmcnt in 
the executive branch of the Government. It was organized on 
October 3, 1951. 

The Board is composed of five members. Each is appointed by 
the President, by and with the advice and consent of the Senah'. 
The Secretaries of the Army, the 1\ a vy, and thc Air Force, subj ect 
to the approval of the Secretary of Defense, and the Administrator 
of General Services cach recommend to thc Prcsidcn t for llis consider­
ation one person from civilian life to serve as a member of the Board. 
The President designates one member to scrve as Chairman. 

:No member of the Board may actively engage in any bllsiness, 
vocation, or employmcnt other than as a member of the Board. 

By e:\--press provision in section 107 (d) of the act, ]]0 funetioll, power 
or duty of the Board may be dclegatcd by it to any perSOll (otlter than 
the Secretary of a department) ,vho is not rc,ponsible directly to the 
Board or who is engaged on behalf of any Department ill the making 
of contracts for the procuremen t of supplies 01" services, or in the 
supervision of such activity. 

B. HEGIO""AL BOAHDS 

The Board maintaius three regional boards with authority to con­
duct renegotiation proceedings in cases assigned to them. These 
regional boards are located in Detroit, Mich.; Los Angeles, Calif.; 
and .New York, N.Y. Each regional board is composed of a chairman 
and additional board members as appointed by the Cllairman of the 
statutory Board. 

IV. DESCRIPTION OF PROCESS OF DETERl\lI""ING EXCESSlVE PROFITS 

A. OVERALL FISCAL YEAR BASIS 

As already explained, statutory renegotiation is conducted on an 
overall basis for each fiscal year of a contractor. The first step, 
necessarily, is for the contractor to assemble all of its renegotiable 
sales for a fiscal year, and all of the allowablc costs and expenses 
allocable thereto. 

B. FILING REQUIREMENTS 

1. Nature of filing requ.ired 
The act requires the contractor to file an annnal report with respect 

to its receipts or accruals from renegotiable contmcts ancl subcontracts 
during its fiscal year. This duty is imposed hy tile act upon every 
person who holds any such contracts or subcontracts (sec. 10f5 (e)(1)) 
and whose receipts or accruals therefrom during the fiscal year exceed 
the prescribed minimum. 
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2. Time jor filing 
GenC'l'aIly, 1I1lder the act. and regulations of thc Board, the report 

of the contractor must be filed on or hcfore the first day of the fifth 
calendar month following the close of the fiscal year of the contractor. : 
The respollsibility for filing the r eport rests with the contractor, 
whether or Dot any specific reques t for such filing has been made by I 
th e Board. 
3. S tandard jorm oj contractor's report I 

" Then thc aggregate renegotiable receipts or accruals of the con- I 
tractor, and all other persons under control of or controlling or under 
commOl1 control with the contractor, exceed the minimulll amount. ' 
prescribed for renegotiation, the contractor is required to fil e detailed 
fillancial and otber information. For this purpose, the Board has 
prescribed a form of report known as the standard form of contractor 's 
report. I 

4. Statement oj nonapplicability 
'Yhen th e aggregate renegotiable receipt s or accruals of the con­

tractor, and all other persons under control of or controlling or under 
common control " ' ith the cont.ractor, do not exceed the minimum 
amount prescribed for renegotiat ion , th e contractor is en titled at its 
option to so state and nced not submit the detailed financial and 
other information otherwise required. For this purpose, the Board 
has prescribed a single-page form of report known as the statement of 
nona pplicabiIi ty. 

C, SCREEK IKG PROCEDURE .\T H EA DQ UA RTERS 

All contractor filings are examined at. the headquarters office of the 
Board in 'Y nshington. Filings wbich report or arc found to in,ok e 
renegotiable sales below the s tatlltor~' minimum are set aside; the 
act provides that such sales may not be renegotiated. Filings which 
show renegot.iable sales in excess of t.he statutory minimum nre gi,en 
n, furtb er preliminary examina tion or "screening." 1£, from the 
information contained in the cOlltructor's filing, it is apparellt that. 
the co ntractor did not rcalize excessi,c profits for the fiscal yen l' under 
rcview and that no Pll1'pOSC would be served by fmther renegotin tion 
proceedillgs, the contrac tor is "screened out" b~' n. llotice. On the 
other hand , if in the screenillg eX!lmina tion thel'(' appears to be any 
possibility of exeessin profits. an assigllment of the case is made to :1. 

rcgiollal board selected accordillg to its proxilllit~· to the cont.ractor, 
its reln,tive workload, nn t! its experiell ce and speci nl skills. 

D. SEGREGATION OF S.,\.LES 

Sales segregat,ion is the scpnmlioll of those receipts or necrua.ls of 
the contrnelol' which are subject to rellego tiation , from thosc which 
arc not, slIbj eet to renegot inlioll. The contractor hns the prilllar~' 
responsibility to do this. The Board does not disnpproye allY method 
employed b~r t.he contractor if it. is satisfied t.bat. such method, under 
all the cir(' ul11s tanecs, nfl'orcls t he best unsis for rensouably precise 
determilla tiol! . 
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E. ALLOCA TION OF COSTS 

In determining the costs of renegotiable business, the renegotiation 
law has always been closely linked to the Internal Revenue Code. 
By express provision in the act, all items estimated to be allowable 
as deductions or exclusions under the Code must, to the extent 
allocable to renegotiable contracts and subcontracts, be allowed as 
items of cost in renegotiation. Generally, the method of accounting 
employed by the contractor in determining net income for Federal 
income tax purposes is followed for renegotiation purposes. It is not 
followed when, in the opinion of the Board, snch method does not 
clearly reflect the renegotiable profits of the contract.or. In such 
cases, by special accounting agreement with the contractor or, if 
necessary, by unilat.eral action, a different method of accounting is 
employed to determine the costs and expenses of the contractor 
allocable to the fiscal year under review. 

Specific provision is made in the regula tions for the renegotiation 
treatment of selectee! items of cost. Costs alloca ble to 110nrenego­
tiable busincss, including exempt. business, are 1l0t allowed as a charge 
against renegotiable business. 

The act provides that the contractor generally shall be allowed as a 
cost, in the year under review, the amount or any loss sllstained by the 
contractor on renegotiable business in either of the 2 years immediately 
preceding the fiscal year under review. Except to this extent, losses 
in other years are not allowed. However, b.\' regulation , in connection 
with the statutory factor of risk, tile Board gives special consideration 
to evidence showing risks through losses incurred by the con tractor 
in performing similar contracts in other years. 

F. COllBION COXTROL PROVISION 

When a cont,ractor is not affiliated ,,·ith or related (0 any ot11 
contractor, it stands entirely Oll its own feet in renegotiation. "On the 
other hanel, when a contractor controls or is IInder control of or under 
common control with any other contractor, no member of the gro up 
is relieved from renegotiation if the renegotiable sales of the en tire 
group aggregate an amount. in excess of the floor. This provision is 
designed to prevent cvasion of the act. Intercompany sales-that is, 
amounts received or accrued b~' an~' member of the group from any 
other member- arc eliminated in compnting this aggregate. 

G. CONSOLIDATED AND CONCURREN'I' RENEGOTIATIO N 

'Vhen it is determined that a group of related contrnctors has ex­
ceeded the floor , and that each member is t.o be renegotiated, it must 
next be decided whether each member shall be renegotiated separately 
or whet.her all shall bc renegotiated 011 a consolidated basis. The 
choice rests largely with the contractors. If the group consists of a 
parent and subsidiary corporations that constitute an "affilia ted 
group" under the provisions of the Internal Re\'enue Code, the Board 
is required b.v the a.ct, upon reqnest, to cOlld uct renegotiaLion 011 a 
consoli(lated basis. When the relatcd contractors do not constitute 
an affiliated group, the Board in its discretion, upon request, may 
grant consolidation. However, when the members of an affiliated 

41 O,7j -59--2 
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group or a related group are renegotiated separately renegotiations 
with the individual members of such group are conducted currently, 
if practicable. This enables the Board to view the related enterprises 
as a whole and thus to avoid unfair treatment. 

H. DESIGNATION OF ASSIGNED CASES 

As indicated above, cases are normally assigned in the first instance 
to one of the regional boards. At the time of assignment, every case 
is designated by the statutory Board as either a class A case or a 
class B case. 

1. Class A cases 
Generally a class A case is one in which the contractor reports, in 

its renegotiation filing for a fiscal year, that it has derived profits of 
more than $800,000 from renegotiable contracts and subcontracts 
during such year. The Board has delegated to the regional boards, 
in such cases, authority to make recommended determinations of 
excessive profits to the Board for final determination by the Board. 

2. Class B cases 
Generally, a class B case is one in which the contractor reports, in 

its renegotiation filing for a fiscal year, that it has derived profits of 
$800,000 or less from renegotiable contracts and subcontracts during 
such year. The Board has delegated to the regional boards, in such 
cases, authority to make final determinations of excessive profits. 
Evory such determination, w'hen it is not agreed to by the contractor 
and accordingly is embodied in an order of the regional board, is 
subject to review by the statutory Board, either upon its own motion 
or upon timely application of the contractor. 

I. REGIONAL BOARD PROCEDURE 

After renegotiation has been commenced by the assigned regional 
board, and after the regional board has determined that sales have 
been properly segregated and oosts properly allooated, it prooeeds 
next to determine whether excessive profits have been realized. 
Full details of the contraotor's performanoe, as related to the various 
statutory factors, are obtained through correspondence and meetings 
with the contractor. In all refund cases, the meetings with the con­
tractor include one or more meetings with the regional renegotiator and 
accountant assigned to the case, and upon reqnest of the contractor 
a,t least one meeting with a panel composed of three members of the 
regional board. The contractor is given an opportunit~T to prcscnt, 
both orally and in writing, all the information and argument which 
he considers pertinent to the case. Xo final determinat ion is made 
un til this has been done. 

J. CLEARANCES, AGHEE:.\IENTS AND ORDEHS 

If it is detcrmined that the contractor did no t realize excessi,Te 
profits in the fiscal ye9r under review, a clearance is gran ted. Usually 
this takes tho form of a notice; occnsionall~T. \\"hell provision for 
unresolved contingencies is necessary, a dearance agreement is mude. 
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If excessive profits are determined and the contractor accept.s the 
determination, a refund agreement is executed and payment is re­
quired to be made by the contractor ill accordance therewith. 

If the contmctor is unwilling to accept the determinn,tion of exces­
sive pro[ts, an order is issued directing payment to Le made by the 
cont.ractor. 

In allY elimination of exce3s:,G p~·:;~ts, whet.her by agreement or 
order, the contract.or is allowed a eredit for Federal income and excess­
profits taxes as provided in sect ioll 3806 of the Intel'l1al Revenue Code 
of 1939 or section 1481 of the Internal Revcuue Code of 1954. Only 
the net amount, after allowance of such credit, is required to be paid. 

K. STATEMENTS OF FACTS AND REASOKS FOR DETEHHINATION 

1. Nonstat'utory statements 
When the Board or a regionr.l board makes a determination of 

excessive profits, and the contractor is 1mabIe to rlecide whct.her to 
enter into an agreement for the refund of such excessive profits, the 
Board or the regional board, as the case ma:v be, UPOll request of the 
contractor, fUl'llishes to the contractor a writteu summary of the facts 
and reasons upon which such determination is based, in order to assist 
the contractor in determining whetl]('r or not it will enter int.o an 
agreement. This summary is not required by the act; it is offered to 
coutractors by regulation of the Board. 
2. Sta,tements jni'nished pursuant to statutory provision 

When the Board makes it determination of eXC'l'ssin profits, and 
such determ.ination is made by order, the BOQrd is required by the 
act, upon request of the contractor, to fUJ':nish to the con trador a 
statement of such determination, of the facts used as a Lasis t,herefor. 
and of its reasons for such determinatioll. jn class B cases, when the 
Board does not iuit.iate a review of a regional board order, this state­
ment of facts and reasons is furnished by the regional board. 

L. REVIEW· PROCEDURE 

1. In class A cases, every determination of excessive profits made 
by a regional board is eit,her approved by t he Board after acceptance 
by the contractor or, if 110t acceptable to the Bonl'll or the contractor, 
is reassigned to the Board for further processing. 

2. In class B cases, all determinations of excessive profits made by 
regionnl boards by order are reviewable by t.he Board. Sueh review 
may be initiated by the Board either upon its own motion or, ill its 
discretioll, at the t.imely request of tlle contractor. Tf a review of a 
regional bonnl order is not initiated, t.he order is deemed to be the 
determination and order of the statutory Board after 90 clays. 

3. ·Whenever the Board assumes juriscliction of a case of cit-her class 
from a regional board, the Chairmall nppoiu ts a diyision consisting 
of not less than tlU'ee members of the Board to meet wit.h the con­
tractor and to develop a recommendation for submission to t he full 
Board. Any outstancliug legal 01' account,ing questions nre decided 
prior to stIch sllbmission, if necessary after cons llltutioll with the 
contractor. Thereafter, the Board mnkes n final determinnt.ioll of 
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excessive profits, either in the same amount as that determined by the 
regional board, or in a greater or lesser amount. The determination 
of the Board, after review, is embodied in an order, a refund agree­
ment, or a clearance agreement or notice. 

1\1. REDETERl\IINATION PROCEEDING IN TAX COURT 

Any contractor aggrieved by an order of the Board determing an 
amount of excessiye profits may file a petition with the Tax Court of I 

the United ::-)(ates for a redetermination thereof. Such a petition 
must be filed within 90 days after notice of the final action of the 
Board. The court may defermine as the amount of excessive profits 
an amount less than, equal to, or greater than that determined by 
the Board. The proceeding in the Tax Court. is a proceeding de novo, 
and the determination made by that court of the amount, if any, of 
excessive profits is final. The filing of a petition with the court does 
not stay the execution of the order of the Board unless, within 10 day.,:, 
the petitioner files a good and sufficient bond. 



EXPLANATORY NOTE 
This part embodies the Renegotiation Act of 1951 as amended. 

The original act is printed in roman, amendments ar e printed in 
italics with explanatory footnotes. Matter in brackets and foot­
notes is not a part of the law. 





B. RENEGOTIATION ACT OF 1951 AS AMENDED 
THROUGH SEPTEMBER 6, 1958 

[Public Law 9, 82d Cong., approved .March 23, 1951, as amended by 
Public Law 764, 83d Cong. , approved September 1, 1954, Public 
Law 216, 84th Cong. , approved August 3, 1955, Public Law 870, 
84th Cong., approved August 1, 1956, and Public Law 85-930, 85th 
Cong., approved September 6, 1958] 

To provide for the renegotiat.ion of contracts, and for other purposes. 

Be it enacted by the Senate and House oj Representatives oj the United 
States oj America in Congress Qssemule(Z, That this Act may be cited 
as the "Renegotiation Act of 1951". 

TITLE I -RENEGOTIATION OF CONTRACTS 

SEC. 101. DECLARATION OF POLICY. 
It is hereby recollgized and declared that the Congress has made 

available for the execution of the l1ationn,l defense program extensive 
fund s, by appropriation and otherwise, for the procurement of prop­
erty, processes, and services, n,nd the construction of heilities neces­
sary for the llatiollal defense ; that sound executioll of the national 
defense program requires th e elimination of excessive profits from 
contracts made with the United States, [md from related subcontracts, 
in the course of said program; and that the eonsidered policy of the 
Congress , in the interests of the national defense and the general 
welfare of the Nation, requires that such excessive profits be eliminated 
as provided in this title. 
SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 

(a) IN GENERAL.- The provisions of this ti tle shall be applicable 
(1) to all contracts with the Departmc,nts speeifieally named in section 
103 (a) , and related subconLracts, to the extent of the amonnts received 
or accrued by a contractor or subcontractor on or after the first day 
of January 19.5 1, whether such contracts or subcontracLs were made 
on, before, or after such first day, and (2) to all contrl1cts with the 
Departments designated by the President under section 103(a), and 
related subcontracts, to the extent of the amounts received or accrued 
by a contractor or subcontractor on or after t he first clay of the first 
month beginning dter the date of such designation, whether such 
cont racts or subcontracts were made on, before, or after such first day. ] 

(b) PERFORMANCE PRIOR TO JULY 1, 1950.-Notwithstanding the 
provisions of subsection (a), the provisions of t his ti t le shall not 
apply to contracts with the D epartments, or related suhcontracts , to 
the extent of the amoullts received or accrued by a contrnctor 01' sub-

I Pub. Law 870, 81th Cong, . approved August 1, 1956, struck out at this point "; but provisions of this 
title shall not be applicable to receipt, or accru",ls att,'ibutable to nerforman ce, un·ler contracts, or sub­
contracts, after Deoember 31, 195f;". The last d"te wa, chau2ed from "19;3"' to "l~j.l" uy Pub. Law 764, 
S3d Con~., approved September 1, 19.;4. an'l changer j to "1956" by Pub, Law 216, 81th Cong" approved 
August 3. 1955, 

11 
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contractor on or after the 1st day of January 1951, which are attribut­
able to performance, under such contracts or subcontracts, prior to 
July 1, 1950. This subsection shall have no application in the case 
of contracts, or related subcontracts, which, but for subsection (c), 
would be subject to the Renegotiation Act of 1948. 

(c) TERMINATION.-
(1) IN GENERAL.- The provisions oj this title shall apply only 

with respect to receipts and accruals, under contracts with the De­
partments and related subcontracts, which are determined under 
regulations prescribed by the Board to be reasonably attributable 
to perjormance prior to the close oj the termination date. Not­
withstanding the method oj accounting employed by the contractor 
or subcontractor in keeping his records, receipts or accruals deter­
mined to be so attributable, even if received or accrued ajter the 
termination date, shall be considered as having been received or 
accrued not later than the termination date. For the purposes oj 
this title, the term "termination date" means June 30, 195,9. 

(2) TERMINATION OF STATUS AS DEPARTMENT.- lTThen the stat1.lS 
oj any agency oj the Government as a Department within th e 
meaning oj section 103(a) is terminated, the provisions oj this 
title shall apply only with respect to receipts a,nd accruals, under 
contracts with such agency and related subcontracts, which are 
determined under reyulations prescribed by the Board to be rea­
sonably attributable to perjormance prior to the close oj the status 
termination date. Notwithstanding the method of accounting 
employed by the contractor or subcontractor in keepiny his rec­
ords, receipts 01' accruals detennined to be so attributable, even if 
received or accrued ajter the status termination date, shall be con­
sideJ'ed as having been received 01' accrtLecl not later than the status 
termination date. Fol' the 1JUl'pOSes oj this paragraph, the term 
"status termination date" means, with respect to any agency, the 
date on which the status oj such agency as a Department within the 
m eaning oj sect£on 103(a) is terminated. 2 

(d) RENEGOTIATION ACT OF 1948.- '1'he Renegotiation Act of 1948 
shall not be applicable to any contract or subcontract to the extent 
of the amounts received or accrued by a contractor or subcontrnctor 
on or after the 1st clay of January i951, whether such contract or 
subcontract was made on, before, or after such first day. In the case 
of a fiscal year beginning in 19,50 and ending in 1951, if a contrnctor 
or subcontractor has receipts or accruals prior to Janunry 1, 1951, from 
con tracts or subcon tracts subj ect to the Rcnegotiation Act of 1948, 
aIld also has receipts or accruals after December 31, 1950, to " 'hich 
the provisions of this title are applicable, the prm' isions of this title 
shall , notwithstanding subsection (a), apply to such receipts and 
accruals prior to January 1, 1951. if the Board and sllch contract-or 
or subcontractor agree to such application of this title; and in the case 
of snch an agreemen t the provisions of the Renegotiation Act of 1948 
shallllot apply Lo an~' of the receipts or accruals for such fiscal year. 

(e) SUSPENSION OF CEaT.UN PnoFIT LnIITATIONS.- X ot"'iLhstand­
ing allY agreement to the contrary, the profit-limitation provisions 
of tile .A.ct of 1[arch 27, 1934 (48 Stat. 503, 505), as amended and 

, Subsection (c) of section 102 ,,"us added by Pub. Law 870, 84th Cong., npprowd Au~ust I, 1956, which 
a lso relettered former subsections (e) find (d) as (d) and (e), respectively. By Pub. Law 85-930, 85th Congo 
approved September 6, 1958, "June 30,1959" was substituted in subsection (c)(1) for "December 31, W5S". 
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supplemented, and of sec'tion 505(b) of the M erchant Marine Act, 
1936, as amended and supplemented (46 U.S.C. 1155(b)), shall not 
apply, in the case of such Act of .March 27, 1934, to any contract or 
subcontract if any of the receipts or accruals therefrom are subject to 
this title or would be subject to this title except for the provisions of 
section 106(e), and, in the case of the lIerchant Marine Act, 1936, to 
any contru.ct 01' subcontract entered into aftcr December 31 , 1950, if 
any of thc rcceipts or accruals therefrom are subject to this title or 
would be subject to this title except for the provisions of section 106(e).3 
SEC. 103. DEFINITIONS. 

For the pmposes of this title-
(a) D EP ARTlIfENT.- The term" Department" means th e Department 

of Defense, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the ~Maritime Administration, the Fed­
eral ll1aritime Board, the General Services Administration, the National 
Aeronautics and Space Administrat1'on, and the A tomic Energy Co mmis­
sion. Such term also incl11des any other agency of the Government 
exercising functions having a direct and immediate connection with the 
national defen.~e u'hich is designated by the President dUI'1:ng a national 
emergency proclaimed by the President, or declared by the Congress, after 
the date of the enactment of the Renegotiat ion Amendments Act of 1956; 
but sllch design ation shall cease to be ~'n effect on the last da.y of the 
month dllring v.;hich such Ilational emergency is terminated.4 

(b) SECRETARY.~Th e t.erm "Secret.ary" means t,he Secretary of 
D efense, thc Secretary of the Army, the Seeretar~- of th e Navy, the 
Secretary of the Ail' Forec, the Secreta ry of Commerce (v.;ith respect 
to the ~Haritime Administration), the Federal 1\1aritime Board, the 
Administrator of Gcneral Sen -iccs, th e Administrator of the i'{ ational 
Aeronautics and Spa.ce Administration, the Atomic Ellergy Commis­
sion, and the head of any other agcncy of the Governmen t. which the 
Presidell t shall designp.tc as a Department pursuant to subsection (n) 
of this section,S 

(c) BOARD.- The term "Board" means the Rcnegotiation Board 
created by section 107(a) of this Act. 

(d) R ENEGOTIATE AND R ENEGOTIATIO".-The terms "renegotiate" 
and "renegotiation" include a determination by agreement or order 
under this title of the amOWl t of any cxcessive profits, 

(e) EXCESSIVE P ROFITs.- The tcrm "exccssive profits" m eans the 
portion of the profits derived from contracts with the D epartments 

3 Matter in italics in section 102(e) was added by Pub. Law 216, 84tb Cong., appro,ed August 3, 1955, 
as amended by Pub. Law 870, 84tb Cong., approved August I, 1956, an d applies only to tbe extent of 
amounts recei ved or accrued after December 31, 1953. Pub. Law 870 cbanged "section 106 (a)(8) " to "sec­
tion 106(e)" witb respect to fiscal years ending after June 30, 1956. 

, Section 103(a) was amend ed as shown by Pub. Law 870, 84tb Cong., approved August 1, 1956. T be 
amen dment, effective December 31, 1956, struck out tbe Department of Commerce, tbe Reconstruction 
Finance Corporation, tbe Canal Zone Government, the Panama Canal Company, the Housing and Home 
Finance Agency, and sucb other agencies of tbe Government as were designated by the President under 
tbe former sub~ection (a). Federal Civil Defense Administration , National Advisory Committee for Aer· 
onautics, Tennessee VaJley Autbority, and U,S. Coast Guard were dcsignated by Executive Order 102r,(J , 
dated June 27, 1951; Defense Matcrials Procurement Agency, Bureau of Mines, and (United States) Oeo­
logical Survey by Executive Order 10294, September 28, 1951; Bonneville Power Administration by Exec­
utive Order 10299, Octoher 31, 1951; Bureau of Reclamation by Exeeuti'·e Order 10369, June 30, 1952; and 
Federal Facilities Corporation by Executive Order 10567, Sentember 29, 1954. Section 103(a1 was further 
amended by P ub. Law 85-930, 85th Cong., approved September 8, 1958, wbicb added "the National Aer­
onautics and Space Administration". 

I Matter in italics in section I03(b) was added by PUb. Law 870, 84th Cong., approved Au~ust 1, )956, 
wbich also changed "the Chairman of the Atom ic Energy Commission" to "the Atomic Energy Com· 
mission" and struck out the Board of Directors of the Reeongtruetion Finance Corporation, the Governor 
of the Canal Zone, the President of the Panama Canal Company, and tbe Housing and Home Finance 
Administrator, all effective on December 31,1956. Puh. Law.85-930, 85th Cong., alJproved September 6, 
1958, added "the Administrator of the National Aeronautics and Space AdministrMion." ' 

41077-59--3 
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and subcontracts which is determined in accordance with this title to 
be excessive. In determining excessive profits favorable recognition 
must be given to the efficiency of the contractor or subcontractor, with 
particular regard to attainment of quantity and quality production, 
reduction of costs, and economy in the use of materials, facilities, and 
manpower; and in addition, there shall be taken into consideration 
the following factors: 

(1) Reasonableness of costs and profits, with particular regard 
to volume of production, normal earnings, and comparison of 
war and peacetime products; . 

(2) TlH' net worth, with particular regard to the amount and 
source of public and private capital employed; 

(3) Extent of risk assumed, including the risk incident to 
reasonable pricing policies; 

(4) Nature and extent of contribution to the defense effort, 
including inventive and developmental contribution and coopera­
tion with the Government and other contractors in supplying 
technical assistance; 

(5) Character of business, including source and nature of 
materials, complexit:v of manufacturing technique, character and 
extent of subcontracting, and rate of turn-O\'er; 

(6) Such other factors the consideration of which the public 
il1terest and fair and cquitable dealing rna? require, which factors 
shall be published in the regulations of the Board from time to 
time as adopted. 

(f) PROFITS DERIVED FRO~I CONTRACTS ,VITH THE DEPARTMENTS 
AND SUBCONTRACTS.-The term "profits derived from contracts with 
the Departments and subcontracts" means the excess of the amount 
received or accrued under such contracts and suhcontracts over the ' 
costs paid or incurred with respect thereto and determilled to be 
allocable thereto. All items estimated to be allowed as deductions 
and exclusions under chapter 1 of the Internal Revenue Code (exclud­
ing taxes measured by income) shall, to the extent allocable to such 
contracts and subcontracts, be allowed as items of cost, except that no 
amount shall be allowed as an item of cost by reason of the application 
of a carry-over or carry-back. Notwithstanding any other provision 
of this section, there shall be allowed as an item of cost ill any fiscal 
:vear ending before December 31,1956,6 subject to regulations' of the 
Board, an amount equal to the excess, if any, of costs (computed 
without the application of this sentence) paid or incurred in the pre­
ceding fiscal year with respect to receipts or accruals subject to the 
provisions of this title over the amount of receipts or accruals subject 
to the provisions of this title which were received or accrued in such 
preceding fiscal year, but only to the extent that such excess did not 
result from gross inefficienc." of the contractor or subcontractor. For 
the purposes of the preceding sentence, the term "preceding fiscal 
year" does not include an~T fiscal :vear ending prior to Januar~' 1,1951. 
Costs shall be determined in accordance \"ith the method of accounting 
regularly employed by the contractor or subcontractor in keeping his 
records, but, if no such method of accounting has been employed, or 
if the method so employed docs not, in the opinion of the Board, or, 
upon redetermination, in the opinion of The Tax Court of the United 

• Matter in Italics in section 103 (I) was added by Pub. Law 870, 84th Cong., approved August 1, 1956; 
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States, properly reflect such costs, such costs shall be determined ' in 
accordance with such method as in the opinion of the Board, or, upon 
redetermination, in the opinion of The Tax Court of the United 
States, does properly reflect such costs. 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, which are attllbutable to the portion of the profits which are 
not excessive. 

(g) SUBCOXTRAcT.-The term "subcontract" means-
(1) any purchase order or agreement (including purchase 

orders or agreements antedating the related prime coutmct or 
higher tier subcontract) to perform all or any part of the work, 
or to make or furnish any materials , required for the performance 
of any other contract or subcontract, but. such term does not 
include any purchase order or agreement to furnish office supplies; 

(2) any contract or arrangement covering the right to usc an y 
paten ted or secret method , formula , or device for the performanc.e 
of a con tract or sub con t.ract; and 

(3) any contract or arrangement (other than a contract or 
arrangement between two contracting parties, one of whom is 
found by the Board to be a bona fide executive officer, partner, 
or full-time employee of thc other contracting party) under 
which-

(A) any a moun t paya ble is ('.on tingen t upon the procure­
men t of a contract or con tracts with a Departmen t or of a 
subcontract or subcontracts; or 

(B) any amount payable is determined with refercnce to 
th!' amoun t of a contract or contracts with a Department or 
of a subcontract or subcontracts; or 

(C) any part of the services perform ed or to be performed 
consists of the soliciting, a ttempting to procure, or procurin g 
a contract or contracts with a Department or a subcontract 
or subcontracts. 

Nothing in this subsection shall be construed (i) to affect in any way 
the validity or constrUc.tioll of provisions in any contract with a 
D epartment 0)' allY subcontract, heret.ofore at any time or hereafter 
made, prohibiting t.he payment of contingent fees or commissions; 01' 
(ii) t.o res trict in any way the authority of thc Board to determine 
tne nature or amount of selling expense under subcontracts as defined 
in this subsection, as a propel' element of the contract price or as a 
reimbursable item of cost, under a contract with a Departme.nt or a 
su bcon tract. 

(h) FISCAL YEAR.-The term "fiscal year" means the ta:-.able year 
of t11e con tractor 01 subcontractor under chapter 1 cf the Internal 
Revenue Code, except that where any readjustment of interests occurs 
in a partnership as defin ed in section 3797 (a)(2) of such code, the 
fiscal year of the partnership or partnerships in volved in such read­
justment shall be determined in accordan ce with regulat.ions prescribed 
by the Board. 

(i) RECEIVED OR ACCRUED AND P AID or h CURRED.-The terms 
"l'€ceived or accrued" and "paid or incurred" shall he construed 
accOlciing to th e method of accounting employed by the contwctor or 
sul)('ontractOl' in keeping his records , but if no such method of account­
ing has been employed, or if the method so employed does not, in the 
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opinion of the Board, or, upon redetermination, in the opinion of The 
Tax Court of the United States, properly reflect his receipts or accIUals 
or payments or obligations, such receipts or accruals or such payments 
or obligations shall be determined in accordance with such method as 
in the opinion of the Board, or, upon redetermination, in the opinion 
of The Tax Court of the United States, does properly reflect such 
receipts or accruals or such payments or Obligations. 

(j) PERSoN.- The term "person" shall include an individual, firm, 
corporation, association, partnership, and any organized group of per­
sons whether or not incorporated. 

(k) MATERIALs.- The term "materials" shall include raw materials, 
articles, commodities, parts, assemblies, products, machin ery, equip­
ment, supplies, components, technical data, processes, and other per­
sonal property. 

(1) AGENCY OF THE GOVERN~IENT.-The term "agE-ncy of the Gov­
ernment" means any part of the executive branch of the Govmnment 
or any independent establishment of the Government or part thereof, 
including any department (whether or not a D epartment as defined in 
subsection (a) of this section), any corporation wholly or partly owned 
by the United States which is an instrumentality of the United States, 
or any board, bureau. division, service, office, officer, employee, au thor­
ity, administration, or other establishment of th e Government which 
is not a part of the legislative or judicial branches. 

(m) TWO-YEAR Loss CARRYFORWARD.-
(1 ) ALLOW ANcE.-Notwithstanding any other p7'O'I)ision oj this 

section, the renegotiation loss deduction for any fi scal year ending 
on or ajter December 31, 1956, shall be allowed as an item oj cost in 
such fi scal year, under regulations oj the Board. 

(2 ) D EFINITIONS.- For the purposes of this s1Ibsection.-. 
(A) The term "renegotiation loss decl1(ction" means, j or 

any fiscal year ending on or ajter December 31, 1956, th e sum 
of the renegotiation loss carryjorwards to snch fi scal year jro m 
the preceding two fi scal years. 

(B) The term "renegohation loss" means, jor any fiscal year, 
the excess, if any, of costs computed with01lt the application oj 
this 87~b8ection and the third sentence oj subsection (f) paid or 
incurred in such fiscal year with respect to receipts or accruals 
subject to the provisions oj this title over the amount oj 7'eceipts 
or accruals subject to the provisions oj this title which were 
received or accrued in su,ch fi scal year, but only to the exten t, that 
w ch excess did not result from gross inefficiency of the contractor 
or subcontra ctOT. 

(3 ) AMOUNT OF CARRYFORlVARDS.-A renegotiation loss fo r any 
fi scal year (herein aj ter in this paragraph rejerred to as the "loss 
year") shall be a renegotiation loss carryj orward to the first fiscal 
year succeeding th e loss ycar. Such rene.qotiation loss, ajter being 
reduced (but not below zero) by the profits dericed from contracts 
with the Departmen ts and s1lbcontracts in thc first fiscal year S1IC­
ceeding the loss year, ,~h all be a renegotiation loss carryforward to 
the second fisca l year s1lcceeding the loss year. For the purposes 
of the p receding sentence, the profits derived j rom contracts with the 
Departm ents and subcontracts i n th e fi rst fisca l year succeeding the 
loss year shall be computed a~ jollows: 

(A) Ij s uch f irst fiscal year ends on 01' ajter December 31, 
1956, such profits shall be computed by determining the amount 



RENEGOTIATION PROCEDURES AND THE ACT AS AMENDED 17 

of the renegotiation loss deduction for such first fiscal year 
without regard to the renegotiation loss for the l08s year. 

(B) If such first fiscal year ends before December 31, 1956, 
such profits shall be computed without regard to any renego­
tiation loss for . the loss year or any fiscal year preceding the 
loss year.7 

SEC. 104. RENEGOTIATION CLAUSE IN CONTRACTS. 
Subject to section 106(a) the Secretary of each Department specifi­

cally named in section 103 (a) shall insert in each contract made by 
such Department thirty days or more after the date of the enactment 
of this Act, and the Secretary of each Department designated by the 
President under section 103 (a) shall insert in each contract made by 
such Department thirty days or more after the date of such designa­
tion, a provision under which the contractor agrees-

(1) to the elimination of excessive profits through renegotia­
tion; 

(2) that there may be withheld by the United States from 
amounts otherwise due the contractor, or that he will repay to the 
United States, if paid to him, any excessive profits; 

(3) that he will insert in each subcontract described in section 
103(g) a provision under which the subcontractor agrees-

(A) to the elimination of excessive profits through renego­
tiation; 

(B) that there may be ,vithheld by the contractor for the 
United States from amounts otherwise due to the subcon­
tractor, or that the subcontractor will repay to the United 
States, if paid to him, any excessive profits; 

(C) that the contractor shall be relieved of all liability to 
the subcontractor on account of any amount so withheld, or 
so repaid by the subcontractor to the United States; 

(D) that hc will insert in each suhcontract described in 
section 103 (g) provisions corrcsponding to those of sub­
paragraphs (A), (B), and (C), and to those of this sub­
paragraph; 

(4) that there may be withheld by the United 'S tates from 
amounts otherwise due the contractor, or that he will repay to the 
United States, as the Secretary may direct, any amounts which 
under section 105(b) (1) (C) the contractor is directed to withhold 
from a subcontractor and which are actually unpaid at the time 
the contractor receives such direction. 

The obligations assumed by the contractor or subcontractor under 
paragraph (1) or (3) (A), as the case may be, agreeing to the elimi­
nation of excessive profits through renegotiation shall be binding on 
him only if the contract or subcontract, as the case may be, is subject 
to this title. A provision inserted in a contract or subcontract, which 
recites in substance that the contract or subcontract shall be deemed 
to contain all the provisions required by this section shall be sufficient 
compliance with this section. 'Vhether or not the provisions specified 
in this section are inserted in a contract with a Department or sub­
contract, to which this title is applicable, such contract or subcontract, 
as the case may be, shall be considered as having been made subject to 
this title in the same manner and to the same extent as if such provi­
sions had been inserted. 

7 Section 103(m) was added by Pub. Law 870, 8Hh Cong., approved August 1, 1956. 
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SEC. 105. RENEGOTIATION PROCEEDINGS. 
(a) PROCEEDINGS BEFORE 'IRE BOARD.-Renegotiation proceeding 

shall be commenced by the mailing of notice to that effect, in such 
form as may be prescribed by regulation, by I egistered mail to the 
contractor 01' subcolltractor. The Board shall endeavor to make an 
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 t.he Board deems advisable. 
Any such agreement, if made, may. with the consent of the contract.or 
or subcontractor, also include provisions with respect to the elimination 
of e:xcessivc profit,s likely to he received or accrued . If th e Board 
does not make an agreement with respect to the elimination of exces­
sive profits received or accrued, it shall issue and ent.er an order 
determining the amount. if any, of such e"\;'cessive profits, and fOJ th­
with give notice thereof by registered mail to the eon tractor or sub­
contractor. In the absence of the filing of a petition with The Tax 
Court of the Uniteel States under the provisions of and within the 
time limit prescribed in section 108, such order shall be final and 
eon! lusive and shall not be subject to review 01' redetermination by 
any court or other agency. The Board shall exercise its powers with 
respect to the aggregat.e of the amounts receinc! or accrued during 
the fiscal year (or such other period as may be fixed by mutual agrf'e­
ment) by a contractor or subcontractor under contracts with the 
Departments and subcontracts , and not separately ",·it.h respect to 
amounts received 01' accrued undCl separate con tracts ,,-jth the Depart­
ments 01' subcontracts, except that the Board may e~e)'cise such po,,'ers 
separately with respect to amounts received or accrued by the con­
tractor or subcontractor under anyone 01' more separate contracts with 
the Departments or subcontracts at the request of the eont.ractor or 
subcontractor. By agreement with any contractor or subcontractor, 
and pu\'suant to regulations promulgated by it , the Board may in its 
discretion conduct renegotiation on a consolidated basis in order prop­
erly to reflect excessive profits of t,,·o OJ' more related contra ctors or 
subeontraelors. Renegotiation shnll be conducted on a consolidated 
basis with a parent and its subsidinr? corporutiops which constitute 
an affiliated group under section 141 (d) of the Internal Revenue Code 
if all of the coq;orations includ ed in such affiliated group reqnest 
renegotiation on such basis and consent, to slle'h regulations as the 
Board shall prescribe with respect to (1) t.he determination and elimi­
nation of excessive profits of sllch amlin,ted group, nnd (2) the detenni­
nation of the amount of tho excessive profits of slIch amlia tee! group 
allocable, for the p\ll'poses of sect.ioll :3806 of the Internal Reyenue 
Code, to oach corporation included in such affiliated group. "hell­
ever the Board make'S n determination ,,·itl! respect to the alllount of 
excessive profits, and such determinatior is made by order, it shull, at 
thc request of the ('ontmctol' or snbcontractol, as the case may be, 
prepare and fumish such co ntractor OJ subcontraelor ",ith a state­
ment of sllch determination, of the fncts used as fl basi therefor, :1ud of 
its reasons for such detmmination. Such statement shall not be used 
in The Tax Court of the United States as proof of the facts 0" conclu­
sions stat.ed therein . 

(b) ~(ETIIODS OF ELIMINATING EXCESSIYE PnoFITs.-
(1) IN GENERAL.- Upon the making of nn agreement, or the 

entry of fin order, under subsection (n) of this section by the 
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Board, or the eutry of all order under section 108 by The Tax 
Court of the United States, determining excessive profits, the 
Board shall forthwith authorize and direct the Secretaries or any 
of them to eliminate such excessive profits-

(A) by reductions in the amounts otherwise payable to 
the contractor under contracts with the Departments, or by 
other revision of their terms; 

(B) by withholding f!'Om amounts otherwise due to the 
contractor any amount of such excessive profits; 

(C) by directing allY person having a contmct with any 
agency of the Government, or any subcontractor thereunder, 
to withhold for the account of the United States from any 
amounts otherwise due from such perSOll or such subcOli­
tractor to a contractor, or subcontractor, having excessive 
p!'Ofits to be elimina.t.ed, and every such person or subcon­
tractor receiving snch direction shall withhold and pay over 
to the United States t.he amounts so required to be withheld; 

(D) b)¥ recovery from the contmctor or subcontractor, or 
from any person or subcontractor directed under subpara­
graph (C) to withhold for tIte account of the United States, 
through payment, repayment , credit, 01' suit any amount of 
such excessive profits realized hy the contractor 01' subcon­
tmctor or directed under subparagraph (C) to be withheld 
for the account of the U nited S tates; 01' 

I (E) by any combination of these methods, as is deemed 
desirable. 

(2) I NTEREsT.-Interest at the rate of 4 per centum per annum 
shall accrue and be paid on the amoun t of such excl'ssive profits 
from the thirtieth day after the date of the order of the Board 
or from the date fixed for r epayment b)¥ the agreemen t with the 
contractor or snbcontractor to the date of repayment, and on 
amounts required to he withheld by an:v person or subcontractor 
for the account of the United Statrs pursuant to paragraph (1) 
(C), from the date payment is dema.nded by the Secretaries or 
any of them to the date of payment. "11ell The T ax Court of the 
United States, under sect ion 108, redetermines the amount of 
e'xcessive profi ts received or accrurd bv a con tractor or subcon­
tractor, interest at the rate of 4 ]ler' centum per annum shall 
accrue and be paid by such contractor or subcontractor as follows: 

(A) \Yhen the amount of excessive pl"ofits determined by 
the Tax Court is greater than the amount determined by the 
Board , interest shall a.ccrue and be paid on the amount deter­
mined by the Board from the thirtieth day after the date of 
th e order of the Board to tIll' date of repaym ent anel , in addi­
tion thereto, in terest shall accrue and be paid on the addi­
tional amount cletermilWd hy the Tax Court from the date of 
its order determining such excessi,e profits to the date of 
r epaym en t. 

(B) Wilen the amount of excessive profits determined by 
the Tax Court is rqual to the aIlloun t det ermin ed by the 
Board, interest shall accrue and be paid on such amount from 
the thirtieth day after the datc of the order of the Board to 
th e date of repayment. 



20 RENEGOTIATION PROCEDURES AND THE ACT AS AMENDED 

(C) ",{hen the amount of excessive profits determined by 
the Tax Court is less than the amount determined bv the 
Board, interest shall accrue and be paid on such lesser amount 
from th e thirtieth dav after the date of the order of the Board 
to the date of repayment, except that no interest shall accrue 
or be payable on such lesser amount if such lesser amount is 
not in excess of an amollnt which the contractor or sub­
contractor t endered in payment prior to the issuance of the 
order of the Board. 

Notwithstanding the provisions of this paragraph, no interest 
shall accrue after three years from the date of filUlg a petition 
with the Tax Court pursuant to section 108 of this title in any 
case Ul which there has not been a final determination by the Tax 
Court with respect to such petition within such three-year period. 

(3) SUITS FOR RECOVERY.- Actions on behalf of the United 
States ma~' be brought in the appropriate courts of the United 
States to recover, (A) from the contrac~or or subcontractor, any 
amount of such excessive profits and accrued interest not wi hheld 
or eliminated by some other method llnder this subsection, and 
(B) from any person or subcontractor who has been directed 
under paragraph (1) (C) of this subsection to withhold for the 
account of the United States, the amounts requu'ed to be withheld 
under such paragraph, together with accrued interest thereon. 

(4) SURETIEs.-The surety uncleI' a contract or subcontract 
shall not be liable for the repayment of any excessive profits 
th ereon. 

(5) AssIGNEEs.-Nothing herein contained shall be construed 
(A) to authorize any Department or agency of the Government, 
except to the extent provided in the Assignment of Claims Act of 
1940, as now or hereaft er amended, to withhold from an~' assignee 
referred to in said Act, any moneys due or to become due, or to 
recover an:v moneys paid, to such assignee under any contract 
with an)' D epartment or agency where such moneys have been 
assigned pursuan t to such Act, or (B ) to authorize any D epart­
ment or agency of the Government to dU'ect the withholding 
pursuant to this Act, or to recover pursuant to this Act, from any 
bank, trust company or other financing institution (including any 
F ederal lending agency ) which is an assignee under any subcon­
trnct, all)' moneys due or to become due or paid to any sllch 
assignee under sllch subcontract. 

(0) I NDEIII NIFICATlON.-Each person is hereby iclemnified by 
the Unit ed States against all claims on account of nmounts with­
held by such person pursuant to this subsection from a contractor 
or subcontrac tor and paid over to the Unit ed Stnt es. 

(7) TREATM ENT OF HECQVERlEs.- All money recoyered by W:1)' 

of repayment or suit under this subsection shall be covered into 
the Treasury as miscellaneous receipts. Upon the withholding 
of any ttmOllnt of excessive profits or the credi ting of any Hllloun t 
of excessive profits against amounts otherwise dne a contr:l ctor 
from appropl'in tions from t.he Trensury, the Sccretary shall 
certify the tl mO lln t thercof to the Treasury and the appropria­
tions of his D epnr tment shall be reduced by nn amoun t equnl t.o 
t.he amo lln t so ,,"i thhcld or credited. The amount of sllch recl ll l'­
t ions shall be tra nsferred to the surplus fund of the Treas lll'Y. 
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(8) CREDIT FOR TAXES PAID.-In eliminating excessive profits, 
the Secreta,ry shall allow the contractor or subcontractor credit 
for Federal income and excess profits taxes as provided in section 
3806 of the Internal Revenue Code. 

(c) PERIODS OF LIl\HTATIONs.-In the absence oj fraui or malfea­
sance or willful misrepresentation oj a material fact , no proceeding to 
determine the amount of excE'ssive profits for any fiscal year shall be 
commenced more than one year after afinancial statement under sub­
section (e) (1) of this section is filed with the Board with respect to 
such year, and, in the absence of jraud or malfeasance or willful mis­
representation oj a material fact, if such proceeding is not commenced 
prior to the expiration of one year following the date upon which such 
statement is so filed, all liabilities of the contractor or subcontractor 
for excessive profits received or accrued during such fiscal year shall 
thereupon be discharged. If an agreement or order determining the 
amount of excessive profits is not made within two years following the 
commencement of the renegotiation proceeding, then, in the absence 
oj jraud or malfeasance or wil~ful misrepresentation oj (L material fact, 
upon the expiration of such two years all liabilities of the contractor 
or subcontractor for excessive profits with respect to wbich such pro­
ceeding was commenced shall thereupon be discharged, except that 
~l) if an order is made within such two years pursuant to a delegation 
of authority under subsection (d) of sectioll 107, such two-year limita­
tion shall not apply to review of such order by the Board , and (3) such 
two-year period may be extended by mutual agreement. 8 

(d) AGREEMENTS TO ELIMINATE EXCESSIVE PROFITs.-For the pur­
poses of this title 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 
title. 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, (1) such 
agreement shall not for the purposes of this title be reopened as to the 
matters agreed upon, and shall not be modified by any officer, em­
ployee, or agent of the United States, and (2) such agreement and any 
determination made in accordance therewith shall not be annulled, 
modified, set aside, or disregarded in any suit, action, or proceeding. 
Notwithstanding any other provisions of this title, however, the Board 
shall have the power. pursuant to regulations promulgated by it, to 
modify any agreement or order for the purpose of extending the time 
for payment of sums due under such agreement or order, and shall also 
have the power to set aside and declare null and void any such agree­
ment l(, upon a request made to the Board within three years jrom the 
date oj such agreement, the Board finds a,s a jact that the aggregate oj 
the amounts received 01' accrued by the other party to such agreement 
dun:ng the fiscal year covered by such agreement was not more than 
the minimum amounts subject to renegotiation specified in section 105 
(j) jor such fiscal year.9 

• 

, Matter in italics in section 105 (c) was added by Pnb. Law 870, 84th Con~., approver! Augnst 1, 195G. 
Tf'e words "a financial statement" were substituted for "the statement reljuired '·. These amendments 
apply only with respect to fiscal years ending after Jnne 30. 1950. 

, Matter in italics in section 105 (d) was added by Pnb. Law 764, 83d Can!' .. approwd Septemhcr I, 1954. 
This amendment is effective as if it were a part of the Renegotiation Act of 1951 on the date uf its enactment. 
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(e) INFORMATION AVAILABLE TO BOARD.-
(1) FURNISHING OF FINANCIAL STATEMENTS, ETc.-Every per­

son who holds contracts or subcontracts, to which the provisions 
of this title 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 fifth calendar month following the 
close of his fiscal year, a financial statement setting forth such 
information as the Board may by regulations prescribe as neces­
sary to carry out this title. The preceding sentence shall not apply 
to any such person with respect to a fiscal year 'if the aggregate of 
the amounts received or accrued under such contracts and subcon­
tracts during such fiscal year by him, and all persons under control 
of or controlling or under common control with him, is not more than 
the applicable amount prescribed in subsection (f) (1) or (2) of this 
section; but any person to whom this sentence applies may, 'if he so 
elects, file with the Board for S?lch fiscal year a financial statement 
setting forth such ?~nformation as the Board may by regulations pre­
scribe as necessary to carry O?lt this title. The Board may require 
any person who holds contracts or subcontracts to which the prm-io 
sions of this title are applicable (whether or not such person hasfiled 
a financial statement under this paragraph) to furnish any infor­
mation, records, or data which are determined by the Board to be 
necessary to carry out this title and ?chich the Board specifically 
requests such person to furnish. Such information, records, or 
data may not be required with respect to any fiscal year after the· 
date on which all liabilities of such person for excessive profits 
-received 01' accrued durinrl such fiscal year are discharged. Any 
person who willfully fails or refuses to furnish any statement, 
information, records, or data required of him under this subsec­
tion, 01' who knowingly furnishes amy statement, information, rec­
ords, or data p?trsuant to this subsection containing information 
which is false or misleadin'g in any material respect, shall, upon 
conviction thereof, be punished by a fine of not more than $10,000 
or imprisonment for not morc than 011C year, or both.1O 

(2) AUDIT OF nOOKS AND RECORDS.-For the purpose of this 
title, the Board shall have the right to audit the books and records 
of any contractor or subcontractor subject to this title. In the 
interest of economy and the fLYoidance of duplication of inspection 
and audit, the services of the Bmean of Internal Reyenue shall, 
upon request of the Board and the approval of the Secretary of 
the Treasury, be made available to the extent determined by the 
Secretary or' the Treasmy for the pmpose of making examinations 
and audits under this title. 

(f) 1lrNli\IUl\I Ai\IQUNTS SUBJECT TO R ENEGOTIATIO;'\.-
(1) IN GENERAL.- If the aggregate of the aniount s. receiyecl. or 

accrued during a fiscal :vear (fmel on or after the apphcable effec­
tive date specified in section 102(n.)) b)' a contractor or subcon­
tractor, and all persons uncleI' control of or controlling or nnder 
common control wi th the cOlltractor or subcontractor, under con­
tracts with thc Departments and subcontracts described in section 
108 (g) (1) and (2), is not more thall $250,000, in the case of a 

JO l\lntter in italics in section 105(e)(1) was added hy Pub. La,,' 8iO, 8lth Cong .. appro,cd August 1.1956, 
which also struck out the second and third sen tences of the former paragraph (1). The word "fifth" was 
substituted for "fourth" in the first sentcnce. Theso amendments apply only with rcspect to fiscal years 
ending after June 30, 1956. 
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fiscal year ending bejore June 30, 1953, or $500,000, in the case oj 
a fiscal year ending on or ajter June 30,1953, or $1,000,000, in 
the case oj a fiscal year ending ajter June 30, 1956, the receipts or 
accruals from such contracts and subcontra cts shall not, for such 
fiscal year, be renegotiated under this title. If the aggrega te of 
such amounts received or accrued during the fiscal year under such 
contracts and subcontracts is more than $250,000 , in the case oj a 
fiscal year ending bejore June 30, 1953, or $500,000 in the case oj 
a fiscal year ending on or ajter June 30, 1953 , or $1,000,000, in 
the case oj a fiscal year ending ajter June 30, 1956, no deteTmina­
tion of excessive profits to be eliminated for such year with respect 
to such contracts and subcontracts shall be in an amount greater 
than the amount by which such aggregate exceeds $250,000 , in 
the case oj a fiscal year ending bejore June 30, 1953, or $500,000, 
in the case oj a fiscal year ending on or ajter Jun e 30, 1953, or 
$1,000,000, in the case oj a fiscal year ending after J une 30, 1956. 11 

(2) SUBCONTRACTS DESCRIBED IN SEC'fW N l03(g) (3) .- If the 
aggregate of the amounts received or accrued during a fiscal year 
(and on or after the applicable effective da te specified in section 
102(a)) by a subcontractor, and all persons under control of or 
controlling or und er common control with the subcon tractor, 
under subcontracts described in section 103 (g) (3) is not more 
than $25,000 , the receipts or accruals from such subcon tracts shall 
no t, for such fiscal year , be renegotiated uuder this title. If the 
aggregat,e of such amounts r eceived or accrued during the fiscal 
year un der such subcontracts is more thun $25,000, no determina­
tion of excessive profits to be eliminated for such year with 
respect to such subcontracts shall be in an amount greater than 
the amount by which such aggrega te exceeds $25,000. 

(3) COl\IPUTA1'lON.- In computing t h e aggrega t e of t h e 
amounts received or accrued durin g any fiscal yenr fo r th e pur­
poses of paragraph (1 ) of this subsection, thcre shall be eliminated 
all amounts received or accrued by a con tractor or subcon~ractor 
from all persons under control of or controlling or under common 
control with the contractor or subcontractor lWcl all amounts 
received or accrued by each such person from such contractor 
or subcontractor and from each oth er such person. If the 
fiscal year is a fractional part of Vwelve months, the $250,000 
amount, the $500 ,000 amount, the $1,000,000 amoun t, an d the 
$25,000 amount shall be reduced to the same fractional part 
thereof 'of the purposes of paragraphs (1) and (2). In the case of 
a fiscal year beginning in 1950 and ending in 1951, the $250,000 
amount and the $25,000 amount shall he reduced to an amount 
which bears the same rat io to $250,000 or $25,000, as the case may 
be, as the number of days in such fiscal year aft er D ecember 31, 
1950, bears to 365, but this sentence shall have no applica tion if 
the contractor or subcontractor has made an agreement with the 
Board pursuant to section 102 (c) for the applica tion of the pro­
visions of this ti tle to receipts or accruals prior to January 1, 1951, 
during such fiscal year. In the ca8e oj a fi scal year beginning on 
or bejore the termination date and ending ajter the terminction 

11 M atter in ital ics in section 105(f) (1) was added by Pub. L aw 764. 83d Cong .. approved Sept.ember I . 
1954, as amended by Pub. Law 870. 84th Congo .• approved August 1. 1956, T he lat ter amendment added 
the referen ces to $1,000.000 for fiscal years en ding after June 30. 1956. 
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date, the $1,000,000 amount and the $25,000 amount shall be re­
duced to an amou.nt which bears the same ratio oj $1,000,000 01' 

$25,000, as the case may be, as the number oj days in such fiscal 
year bejore the close oj the termination date bears to 365. 12 

SEC. 106. EXEMPTIONS. 
(a) MANDATORY EXEMPTIONs.-The provisions of this title shall not 

apply to- -
(1) any contract by a D epartment with any Territory, posses­

sion, or State, or any agency or political subdivision thereof, or 
with any foreign government or any agency thereof; or 

(2) any contract or subcontract for an agricultural commodity 
in its raw or natural state, or if the commodity is not customarily 
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 which 
it is customarily sold or in which it has an established market. 
The term "agricultural commodity" as used herein shall include 
but shall not be limited to-

(A) commodities resulting from, the cultivation of the 
soil such as grains of all kinds , fruits, nuts, vegetables, hay, 
straw, cotton, tobacco , sugarcane, and sugar beets; 

(B) natural resins, saps, and gums of trees; 
(C) animals, such as cattle, hogs, poultry, and sheep, fish 

and other marine life, and th e produce of live animals, such 
as wool, eggs, milk and cream ; or 

(3) any contract or subcontmct for the product of a mine, oil 
or gas well, or otber mineral or natural deposit, or timber , whicb 
has not been processed, refint'cI, or treated beyond the firs t form or 
state suit.able for industrial usc ; or 

(4) any contract or subcontract ,,-ith a common carrier for 
transportation, or with a public utility for gas, electric energy, 
water, communications, or transportation, when made ill cither 
case at rates not in excess of published rates or charges filed with, 
fi:\:ed, approved, or regulated by a public regulatory body, State, 
Fedoral, or local, or at rates not in excess of ullI'egulated rates of 
such a public utility which are substftJ1tially as favorably to users 
and consumers as are regulat ed rat es. In the case of th e furnish­
ing or sal e of tra.nsportation by common carrier by water , this 
paragraph shall apply only to such furnishing or sale "' hich is 
subj ec t to the jurisdiction of the Interstate Commerce Commis­
sion under Part III of the Interstate Commerce Act or subject to 
the jurisdiction of the Federal :\Inritime Board under the Illt er­
coastal Shipping Act, 19:33 , and to such furnishing 0 )' sale ~'n all?) 
case in which the. Board finds that the regulator?) aspects oj rates 
j or such furnishing 0)' sale, 0 1' Ill e Iype and nature (1j the co nlracl 
j or such furnishing or sale, are s1lch as to i ndicate, in Ihe opinion 
(j th e B oard, that excessive profits are improbable; 01' 13 

(5) any contnLCt or suhcontl'l1 ct with un organization exempt 
from taxation undt'!' sec tion 101 (6) of the IIlt t'rnal Rt'yenue 

"Pub. Law 764 , 83d Cong. , appro ved September I, 1954 , aduell "the $500,000 amount" iu tho second 
sentenre of sect ion 105(1)(3). P uo. Law 8,0, ~!th Con~ .. approycd August I. 1955, subst it ut ed " para­
grap h (1)" for "paragraphs (I) on el (2)" in tbo fi rst sentence; ad ded "tbe $1,000,000 amount" in t bo secon d 
sentence; and added the last sen tence. T he amendment :ubstituting " paragraph (I)" applies only to 
fiscal years en ding on or oft er J une :10, ]056. 

J3 Mottor in itulics iD sectioD lOG (8) (4) was odded by Pu b. Law ,64 , S3d Cong .. appro,·ed September l~ 
1954 , and opplil's onl y with respe( t to 115('01 years l'nd in~ on Or after DeCl'mber 31, 1953. 
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Code, but only if the income from such contract or subcontract 
is not includible under section 422 of such code ill computing the 
unrelated business net income of such organization; or 

(6) any contract which the Board determines does not have a 
direct and immediate cOllnectioll with the national defense, The 
Board shall prescribe regulations designating those classes and 
types of contracts which shall be exempt under this paragraph; 
and the Board shall, in accordance with regulations prescribed 
by it, exempt allY individual contract not falling within any such 
class or type if it determines that such contract docs not have 
a direct and immediate connection with the national defense, 
In designating these classes and types oj contracts which shall 
be exempt and in exempting any individual contract under this 
paragraph, the ]Joard shall consider as not having a direct or im­
mediate connection with national dejenoe any contract jor the 
furnishing of materials or services to be used by the United States, 
a Department or agency thereoj, in the manufacture and sale of 
synthet1:c T1lbbers to a, private penon or to private persons which 
are to be used jor nondejense purposes, If the use by such private 
person or persons shall be partly for dejense a.nd partly jo/' non­
defense PUI poses, the Board shall consider as not having (l direct 
or immediate cOlluection with national dejense that portion of the 
cOlltmct which is determined not to have been used jor national 
dejense purposes, The method used in making such determination 
shall be subject to approval by the Board, Notwithstanding sec­
tion 108 of this title, regulations prescribed by the Board under 
this paragraph, and any detcrmination of the Board that a con­
tract is 01' is not exempt under this paragraph, shall not be 
reviewed 01' redetermined by the Tax Court or by any other court 
01' agency; or 14 

(7) any subcont.ract directly or indirectly undcr a contract 
or subcontract to which this title does not apply by reason of any 
paragl'fLph, other' than paragraph (1), (5), or (8), of this subsec­
tion; or 15 

[Applicable to fiscal years ending on or before June 30, 1956. ....ee footnote 15.) 

(8) any contract or subcontract jor the making or jurnishing oj 
a standard commercial article 01' a standard commercial service, 
unless the Board makes a specific finding that competitive concli­
tions affecting the sale oj such article or such service are such as 
will not reasonably prevent excessiL'e profits, This paragraph shall 
apply to any such contract 01' subcontract only ij (1) the contractor 
or subcontractor files, at such time and in such jorm and detail 
as the Board shall by regulations prescribe, such information and 
data as may be required by the Board uncleI' its regulations jor the 
purpose oj enabling it to Teach a decision with respect to the making 
oj spec£fic finding under this paragraph, and (2) within a peTioll 
oj six months ajter the date oj filing oj such injormation and data, 

H Matter in italics in section 106 (a) (6) was added by Pub. Law 764, 83d Cong., approved September I, 
1954, This amendment is elIective as if it were a part of the Renegotiation Act of 1951 on the date of its 
enactment. 

I' Matter in italics in section 106 (a) (7) was added by Pub. Law 764, 83d Cong., approved September I, 
1954, as amended by Pub. Law 870, 84th Cong., approved August 1, 1956. The former amendment limited 
tbe exclusion to paragraph (8) and applies only to the extent of amounts received or accrued after December 
31, 1953, The latter amendment added the references to paragrpahs (I) and (5) , and applies ouly with 
respect to subcontracts made after June 30, 1956. 
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'the Board jails to make a specific finding that competitive conditions 
affecting the sale oj such article 01' such service are su ch as will not 
reasonably prevent excessi ve proji.ts, or (3) wilhin such six-month 
period, the Board makes a specific finding that competitive concli­
tions affecting the sale oj such article 01' such service are such as will 
reasonably prevent excessive profits. Any contractor 01' .subcontractor 
may waive the el:emption prom·eled 1·n this paragraph with respect to 
receipts or accruals in any fiscal year by including a statement to 
such effect ~·n the financ~·al statem ent filed by such con tractor or 
subcontractor jor s~lCh fi scal year pursuant to section 105 (e) (1). 
Any spec~jic finding oj the Board under this paragraph shall not 
be l'e'oiewecl or redetermined by any court or agency other than by 
the Tax Cmlrt oj the United S tates in a proceeding j or a redetermina­
tion oj the amount oj excessive profits determined by an order oj the 
Board. For the purpose oj this paragraph-

(A ) the term "article" in cludes any material, p art, com­
ponent, assembly, machinery, equipment, 01' othe7' personal 
property; 

(B ) the term " standard commercial article" m eans an 
article-

(1) which , in the normal course oj business, is custom­
arily m anufactured jor stock, and is customarily main­
tained in stock by the manufacturer or an y dealer, dis­
tri butor, or other commercial agency jar the marketing oj 
such article; or 

(2 ) which is manujactured and sold by more than two 
person s jor gen era.! civi lian industrial oJ' commercial use, 
or' which is identical in e'l'ery material respect with an 
adicle so manufactured wnd sold; 

(0) the term "identical i n esery material respect" means 
oj the same kind, manujactu.red oj the sam e or substitute 
materials , and having the sam e i ndustrial or commercial use 
or u.ses , without n ecessarily being oj iden t ical spccifications; 

(D ) the term " service" me ans any processing 01' other 
operation perjormed by chemical, electrical, physical, O?' 

m echanical methods directly on materials own ed by another 
person; 

(E) the term " standaTd commercial sen:ice" means a service 
which is customarily perjormed by more than two persons 
jor gen C1;al civ ilian, industn~al or commercial requiremen ts, or 
is reasonably compa.rable with a service so p erjorm ed : 

(F) the term " reasonably compara ble" means oj the same 
or a simi lar· l:ind, pedormed with t1~e sam e 07" similar materials, 
and having the sam e 07' a similar res1llt , without necessarily 
im 10lving identical operations; and 

(G) the term " persons" does not incl nde any person under 
control oj, or contTolh:ng, 01' u nder common control w ith any 
other person considered f OT tlz e pwrposes of snbpal'agl'Uph 
(B) (2) of this paragra ph.16 

----
I6 Paragraph (8) of seot ion 106 (a) was addod by Pnb. La,,· 761 , 83d Cong. , ~pprond Septrmlwr 1, 1% 4" 

as amr nded by P nb. La\\" 216. R4th Cong., approved IAng·lst 3. 1955. The lat ter amendment added the 
l'e ~ercnces to standard commrl'cinl serdccs. 1'iwse amendments npply only to the ('xtcnt of :lm011tl ts re , 
celved or acemed after Decemher 31 , 195:3. Pnh. La\\" 870, 84th Con;; . • appl"Oved A\I~u"t 1. 19,\6, struck ali t 
paragraph (8) \\"ith respect to fisca l YO!,"" ending after .T IIIlC 30. 19.16 and added section 106 (c) ,,·ith 
respect to s'.lch fiscal years. T herefore, section 106 (a) (8) applies to contracts and slIheontraets only 
to the exten t of amounts receh "ed or accrued after D ecember 31. 1953, in fiSc;'l l yc~u's end ing Oll or before 
June 30, 1956. 
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(9) any contract, awarded as a result oj competitive bidding, jor 
the construction oj any b1Lilding, structure, impr01'ement, or jacility, 
other than a contract jor the construction oj housi.ng financed wi:th 
a mortgage or mortgages insured under the provisions oj title VIII 
oj the National Housing Act, as now or hereafter amended.17 

(b) COST ALLOWANcE.-Tn the ease of a contractor or subcontractor 
who produces 01' acquires the product of a mine, oil or gas well, or 
other mineral or natural deposit, or timber, and processes, refines, or 
treats such a product to and beyond the first form or state suitable 
for industrial use, or who produces or acquires an agricultural product 
and processes, refines, or treats such a product to and beyond the first 
form 01' state in which it is cLlstomarily sold or in which it has an 
established market, the Board shall prescribe such regulations as may 
be necessary to give such contractor or subcontractor a cost allowance 
substantially equivalent to the amollnt which would have been real­
ized by such contractor or subcontractor if he had sold such product at 
such first form or state. N otwithstallliing any other provisions of 
this title, there sh~ll be excluded from consideration in determining 
whether or not a contractor or subcontractor has received or accrued 
excessive profits that portion of the profits, deriyecl from receipts and 
accruals subject to the provisions of this title, attributable to the 
increment in value of the excess inventory. For the purposes of this 
subsection the term "excess inventory" means inventory of products, 
hereinbefore described in this subsection, acquired by the contractor 
01' subcontractor in the form or at the s tate in which contracts [or such 
products on hand or on contract would be exempted from this title 
by subsection (a) (2) or (3) of this sectioll, which is ill excess of 
the inven tory reasonably necessary to fulfill existing con tracts or 
orders. That portion of th e profits, derived from receipts and 
accruals subject to the provisions of this title, attributable to the 
increment in nllue of the excess inventory, and the method of exclud­
ing such portion of profits from consideration in determining whether 
or not the contractor or subcontractor has received or accrued exces­
sive profits, shall be determined in accordance with regulations pre­
scribed by the Board. 

(c) PARTIAL MANDATORY EXE:lIPTIO)T FOR DURABLE PRODUCTIVE 
EQUIPJI[ENT.-

[Applicable to fiscal years ended b2fore June 30, 1953. See footnote 181 

(1) IN GENERAL.-The proyisions of this title shall not apply 
to receipts or aocmals (other than Tents) from subcontracts for 
Hew durable productive equipment, except to that part of s llch 
receipts or accruals which bears the same ratio to the total of such 
receipts or accruals as five years beal's to the average useful life 
of such equipment as set forth in Bulletin F of the Bureau of 
Intel'llftl R evenue (1942 edition) or, if an average useful life is 
no t so set forth, then as estimated by the Board. 

(2) DEFINITIONs.- For the purpose of this subsection-
(A) the term "durable productive eqllipment" means 

machinery, tools, or other equipment which does not become 
a part of an end product acquired by any agency of the 
Governmcnt under a contract with it department, or of an 

----
17 Seotion 106 (9) was added hy Pnb. Law 210, 84th Cong., ap proved Augnst 3, 1055, and applies only to 

contracts with the DepmtUlents made after Dccember 31. 19:;4. 
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article incorporated therein, and which has an average useful 
life of more than five years; and 

(B) the term "subcontracts for new durable productive 
equipment" does not include subcontracts where the pur­
chaser of such durable productive equipment hilS acquired 
such equipment for the account of the Government , but 
includes pool orders and similar commitments placed in the 
first instance by a D epartmellt or other agency of (,he Govern­
ment wh en title to the equipment is transferred on delivery 
thereof or within one year thereafter to a contractor or sub­
contra ctor. 

[Applicable to fiscal years ending on or after June 30, 1953. See footnote 18] 

(1) IN GENERAL.- The provisions of this title shall not apply 
to receipts or accruals (othcr thalJ rents) from contracts or sub­
contracts for new durable productive equipment, except (A) to 
that part of such receipts or accruals which bears the same ratio 
to the total of s11ch receipts or accruals as fi\Te years bears to the 
average useful life of such equipment as set forth in Bulletin F of 
the Bureau of Intemal Revenue (1942 edi t ion) or, if all average 
useful life is no t so set for th, then as estimated by the Board 
and (B) to receipts and accruals jrom contracts for new durable 
productive equipment in cases in which the Board finds that th e. 
new durable productive equipment covered by such contracts cannot 
be adapted, converted, or retooled jor commercial1lse. 

(2) D EFINITION.-For the purpose of this subsec60n, the term 
"dumble. productive equipment" means machinery, tools, or other 
productive equipment, which has an average usefulli/e oj more than 
five years.18 

(d) P ERMlSS1VE EXEMPTIO~s.-The Board is authorized, in its clis­
creLion, to excmp t from some or n.Il of the provisions of this tit le­

(1) an~T coutract or subcontract to be performed outsidc of the 
telTitoriallimits of the continen tal United States or ill Alaska; 

(~ ) an~T contracts or subcontracts uuder whiclJ, ill the opinion 
of the Board, th e profits ca n be determined ,,-ith re[lso llablL' 
certaillt~T wIlen t.he contract price is pstablished, such as cert aiu 
classes of (A) agreements for personal selTices or for the pur­
ehase of real property, perishable goods, or comlllodi tics the 
minim um price fo r the salc of \\·hieh has been fixed by a public 
regulatory body, (B) leases and license agreements, [lnd (C) 
agreements wherc thc period of performance under such contrad 
or subcontmet will no t be ill excess of thirty clays ; 

(3) il.lly eontract or subcontract or performance there und er 
dlll'ing a specified period or periods if, in thc opinioll of the Bo:trcl, 
the provisions of the CO ll t.ract are otherwise acleq uate t.o prcven t 
excessi\Te profits ; 

(4) an)' contract or subeoll tract t.he renegotia t ion of which 
would j eoparclizc secrecy required in th e public ill tercst ; 

"JII att~r in itolics In paragraph 1 was added by Pub. Law 764. S3d Cong .. approwd Septcl1lb~r 1, 1954. 
Paragraph 2 wos aml'nded to read as shown in italies by Pub. La,,· 764, 8S omended by Pub. Law 216. Slth 
Cong., approved August 3, 1955. The latter ameudment otided ··productive" between "oLl,er·' and " equip· 
ment" and struck out "which does not beco me:l part of an end product . or of an article incorporated therein. 
und·' after "other equipment" . These omentiments apply only ,,·itb respect to fiscal rears ending on or 
after June 30, 1953. 
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(5) any subcontract or group of subcontmcts no t otherwise 
exempt from the provisiolls of this sect ion , if, in the opinion of the 
BOllrd , it is no t administratively feasible in the case of such sub­
contract 0 1' in the case of such group of subcon tracts to deter­
min e and segrega te the profi ts att ribu table to such subcon tract 
or group of subcon tracts from the profi ts attributable to ac tivities 
not subj ect to renegotiation . 

T he Board may so exempt cOll tm cts and subcontmets both indiyid-
ually and b.,' general classes 0 1' types. -

(Applicable to fis cal years e nding afte r June 30, 1956] 

(e) .11IANDATORY EXE"'IPTIOK FOR STAl';DARD CONNERCIAL ARTICLES 
AND SERVICES.-

(1) ARTICLES AND SERVICEs.- The provisions of this t itle shall 
not apply 10 amounts received or accrued in a fiscal year under 
an y c1mtl'Oct or su bcontmct for an article or service which (w1'th 
1'espect to such fisca l year) is-

(A) a standard commercial article; 
(B) an article 1vhich is identical in elWY material respf'ct 

1cith a standard commercial (trticle; or 
(0) a service u:hich is a standard commercial se1'm'ce 01' 

is leasollably comparable with a standard commercial service . 
(2) OLASSES OF ARTICLEs.-The p7'Om~81'ons oj this title sl/a ll 

not apply to ammwts recei1'ed Of' accrued 1~n a fiscal year 1wder any 
contract or su bcontract for an article which (with respect to such 
fiscal year) is an arti.cle in a standard commertictl c~],!]s oj articles . 

(3) ApPLICATIONs.-ParagralJh (1) (B) or (0) and paragraph 
(2) shall apply to amou.nts received 0)' accnted ill afi.scal year under 
any contrllct 01' subcon tract jar all article or sen'ice only if-

(A) the contractor or subcontractor at h1:s election fi les, 
(tt such time and in such jOl'm and detail as the Board shall 
by regu lations prescribe, an application containing such 
1'llformatian and data as may be requl:red by the Board under 
its regulah:ons for the pu,rpose oj enabling it to make a deter­
mination ?l1lder the applicable paragraph, and 

(B) the Board rlete"'m~lI es thai such (utic1( 01' service is, 
or fails to determine that such article or service is nol, an 
article or service to which such lJa.ragraph apptif's, within the 
jollowin!J p('l'iods a fter tlu' date oj filing such application: 

(i) in the case (if po.myraph (1) (B) or (0) , three 
months; 

(ii) in the case oj para(;raph (2), si): months; or 
(iii) in either casc, any longer period stipulated by 

mutual agreement. 
(4 b DEFINlTIONs .-For the pU7'poses of this subsedion-

eA) th e term "article" includes any material . par't , com­
pOllent, assembly, machinery, equipment, or other personal 
}JI'O petty; 

(B) Ihe term "standard commercial article" means, wilh 
respect to any fisca l yrar, nil a.rh"cle-

(i) 1Chich either 1'8 customarily maildained in slock by 
the contrartol' or subcoll/mctor 01' is offered for sale 1~n ac­
('ol'dance with a price schedule regularly maintained by 
the contractor 01' subcon tractor, and 
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(ii) from the sales of which by ihe contractor or subcon­
tractor at least 35 percent of the receipts or accurals in such 
fiscal year, 01' of the aggregate receipts or accr1ta~S in such 
fiscal year and the preceding fiscal year, are not (without 
regard to this subsection and subsection (c) of this section) 
subject to this title; 

(C) an article is, with respect to any fiscal year, "identical in 
every material respect with a standard commercial article" only 
if-

(i) such article is oj the same A"ind and manufactured of 
the same or 8'Ubstitute materials (1vithout necessarily being 
of identical specifications ) as a standard commercial 
article from sales of which the contractor or subcontractor 
has receipts 01' accruals in su,ch fiscal y ear. 

(ii) such article is sold at a ])}'ice which is reasonably 
comparable with the price of such standard commercial 
arti clc, an d 

(iii) at least 35 percent oj the aggregate receipts or ac­
Cl'u,als in such fiscal year by the contractor or subcontract.or 
from sa1es of such article and sales oj s1).ch standard com­
mercial article al'e not (1vithout regard to this subsect1:on 
and subsection (c) of this section) subject to this t itle: 

(D) the term "service" me(tns any processing or other opera­
ti on p erformed by chemical, electrical, physical, or m echanical 
methods directly on materials owned by another person; 

(E) the term "standard commercial service" means, with 
respect to any fi scal year, a service from the peljormallce of 
which by the contractor 01' subcontractor at least 35 percent of 
the receipts 01' accr'/wl.~ in such fi scal year are n ot (without 
1'e gard to this subsection) subject to this title; 

(F) a service i s, with 1'C.spect to any fiscal year, "reasonably 
comparable 1vith a standard commercial sa vice" only if-

(i) such sen,ice is of the same 01' a similar k i nd, per­
formed with the sa me 01' similar materials , and has the 
80me or a 8imilar result, without necessarily int'olving 
i!Zeniical operations, as a stan dard commercial service 
from the performance oj 1vhich the contractor 01' sub­
contractor has receipts 01' a.ccl'1wls in such fiscal year, and 

(ii) at least 35 percent of th e aggregate receipts 01' I 

accruals in sv,ch fiscal year by the contractor 01' subcon­
tractor from the perjormance of su ch sCI'L'ice and S11Ch 
standard commercial service a,re not (without I'egard to 
this subsection)' 8u~icct to this title; and 

(G) the term "stan dard commercia l class of artic1el)" means, 
with respect to any fiscal UNtl' , tlDO or more articles with re.~pect 
to whieh the foll owi ng condii'ioll8 are met : 

(i) at lea8t on e of 81lCh articlcs either is customarily 
mainta?'ned in stock by th e contractor or su bcon tractor or 
is offered fo r sale in accorda nce with a price schedule 
l'eoularly ma.intained by the contractol' or s11bcontractot, 

(ii) all of 8uch articles are of th e sa me k ind and maJ/u- I 

facll/rcd of th e sami' or subsi1'hde materials (without 
nccessarily beino (Jf identical 8pecijicatioll8) , 
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(iii) all of such articles are sold at reasonably com­
parable prices, and 

(iv) at least 35 percent of the aggregate receipts or 
accruals in the fiscal year by the contractor 01' subcontrac­
tor from sales of all of such articles. are not (without regard 
to this subsection and subsection (c) of this section) subject 
to this title. 

(5) nAIVER OF EXE.MPTION.-Any contractor or subcontractor 
may waive the e:remption provided in paragraphs (1) and (2) with 
respect to his receipts or accruals in any fiscal year from sales oj 
any article or service by including a statement to such effect in the 
financial .statement filed by him for such fiscal year pursuant to 
section 105 (e) (1), without necessarily waiving such exemption with 
respect to receipts or accruals in such fi.scal year jl'om sales oj any 
other article or service. A waiver, if made, shall be unconditional, 
and no waiver may be made without the permission oj the Board 
jor any receipts or accruals with respect to which the contractor 01' 

subcontractor has previously filed an application under paragl'aph 
(3). 

(6) NONAPPLICABILITY DURING NATIONAL EMERGENCIEs.-Para­
graphs (1) and (2) .shall not apply to amounts received or accrued 
during a. national emergency proclaimed by the President , or de­
clared by the Congress, ajter the dale oj the enactment oj the Re­
negotiation Amendments Act of 1956. 19 

SEC. 107. RENEGOTIATION BOARD. 
(a.) CREATION OF BOARD.-There is hereby created, as Ull illClepend­

eut establishment in the executive branch of the Government, a Re­
negotiation Board to be composed of five memhers to he appointed 
by the President, by and with the advice and consent of the Senate. 
The Secretaries of the Army, the Navy, and the Air Force, respec­
tively, subject to the approval of t!le Secretary of Defense, and the 
Administrator of General Services shall each recommend to the Presi­
dent, for bis consideration, one person from civilian life to serve as a 
member of the Board. The President shall, at the time of appoint­
ment, designate one member to serve as Chairman. The Chairman 
shall receive compensation at the rate of $17,500 per annum, and the 
other members shall receive compensation at the rate of $15,000 per 
annum. No member shall actively engage in any business , vocation, 
or employment other than as a member of Lhe Board. The Board 
shall have a seal which shall be judicially noticed. 

(b) PLACES OF MEETINGS AND QuoRuM.-The principal office of the 
Board shall be ill the Dis trict of Columbia, but it or an!' diyision 
thereof may meet and exercise its powers at any other place. The 
Board may establish such number of offtces as it deems necessary to 
expedite the work of the Board. Three members of 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. 

(c) PERSOKNEL.- The Board is authorized, subject to the Classifica­
tion Act of 1949 and the civil-service laws and regulations,20 to employ 

I'Section 106(e) was added by Pub. Law 870, 84th Cong., approved August 1, 1956, and applies only 
with respect to fiscal years ending after June 30. 1956. 

20 Matter in italics in section 107(c) was substitutcd hy Pub. Law 870, 84th Cong., approved August 1, 
1956, for "(but without regard to the civil-service laws and regulations)". 
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and fix the eompensation of such officers and employees as it deems 
necessary to a,ssist it in carrying out its duties under this title. The 
Board may, with the consent of the head of the agency of the Govern­
ment concerned, utilize the services of any officers or employees of the 
United States, and reimburse such agency for the services so utilized. 
Officers or employees whose services are so utilized shall not receive 
additional compensation for such services, but shall be allowed and 
paid lleeessary travel expenses and a per diem in lieu of subsistence 
in accordance with the Standardized Government Travel Regulations 
while awav from their homes or official statioll on duties of the Board. 

(d) DELEGATION OF POWERs.-The Board may delegate in whole or 
in part any function, power, or dut~r (other than its power to promul­
gat.e regulations and rules and other than its power to grallt permissive 
exemptions under section 106 (d)) to any agency of the Government, 
including any such agency established by the Board, and ma~' au­
thorize the successive redelegation, within limits specified by it, of any 
such function, power, or duty to any ageucy of the Government, 
including any such ageney established by the Board. But no func­
tion, power, or duty shall' be delegated or redelegated to an~' person 
pursuant to this subsection or subsection (f) unless the Board has 
determined that such person (otber than t,he Secretary of a Depart­
meut) is responsihle directly to the Board or to the person making 
sueh delegation or redelegation and is not engaged on behalf of any 
Department in the making of contracts for the procurement of supplies I 

or services, or in the supervision of such activity; aud any delegation 
or rede1egatioll of auy function, power, or dut~r pursuant to this sltb­
section or subsection (I) shaJ} be revoked by the person making such 
delegatioll or redelegatioll (or by the Board if made by it) if the I 
Board shall at an~T time thereafter determine that the person (other I 
thun the Secret.ary of a Department) to whom has been delegated or 
redelegated sllch function, power, or duty is not responsible directly I 
to the Board or to the person making snch delegation or redelegation I 
or is engaged on bebalf of an~T Department. in the making of contracts I[ 

for the procurement of sllPplies or services, or ill the supenTision of 
snch activity. I 

(e) ORGANIZATION A \1D OPERATION OF BOARD.-The Ch9.irll1an of . 
the Board may from time to time divide the BO~1rd into division of II 

one or more members, assign t.he members of the Board thereto, and 
in case of it division of more than one member, designtlte the chief I 
thereof. The Board lllUY also, by regulations or othenyise, deter­
mine the eharncter of cases to be conducted initially by the Board I' 

through an officer or offieers of, or utilized by, th e Boai·d, the cbar­
ncter of cases to be conclucted initially by the variolls agencies of the : 
GO\ren1l11cnt authorized to exercise po\\"ers of th e Board pursuant to . 
subsection (d) of this seetion, the character of cases to be cOllducted . 
initially by the variolls divisions of tbe Board, and the chamcter of I 
cases to be conducted initially by tbe Board itself. The Board may I 
l'n'iew auy determinatioll in any case not initinl1~T conducted by it, I 
on its OW11 motiol1 or, in its discretiol1, at, the request of any con- I 

tractor or subcontractor aggrieved thereby. Unless the Board upon ' 
its own motioll initiates a review of such determination within ninet~r ; 
dnys from the date of such determination, or nt the !'E.'rillest of the 
contractor or subcontractor mnde witltiu ninet~T clays frolll th e date I 
of such determination initiates a review of sueh det erminatioll within I 
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ninety days from the date of such request, such determination shall 
be deemed the determination of the Board. If such determination 
was made by an order with respect ,to which notice thereof was given 
by registered mail pursuant to section 105 (a), the Board shall give 
notice by registered m:1il to the contractor or subcontractor of its 
decision not to review the case. If the Board reviews any determi­
nation in any cnse not initially conducted by it nnd does not make an 
agreement with the contractor or subcontractor with respect to the 
elimination of excessive profits, it shall issue and enter an order 
under section 105(a) determining the :11110nnt, if any, of excessive 
profits, and forthwith gin notice thereof by registered mail to the 
contractor or subcontractor. The amount of excessive profits so 
determined upon review may be less than, equal to, or greater than, 
that determined by the agency of the Government whose action is 
so reviewed. 

(f) D ELEGATION OF R ENEGOTIATIOX FUNCTIONS TO BOARD.-The 
Board is hereby authorized nnd directed to accept and. perform such 
renegotiation powers, duties, and fUllctions as may be delegated to it 
under allY other law requiring or permitting rcnegotiation, and the 
Board is further authorized to redelegate all)' such power, duty, or 
function to any agency of the Government alld to authorize successive 
redelegations thereof, within limits specified by the Board. Notwith­
standing allY other provision of law, the Secretary of Defense is 
hereby authorized to delegate to the Board, in whole or ill part, the 
powers, function s, and duties conferred upon him by any other 
renegotiation law. 
SEC. 108. REVIEW BY THE TAX COURT 

Any contr:1ctol' or subcontractor aggrieved by an order of the Boarcl 
determining thl' amount of excessive profi ts received or accrued by 
such COlltrartor or subcontractor 111ay-

(n) if the case \yas concluctecl illiLiall~r by the Board itself­
within nillety clays (not counting Suncla~r or a legal holiday in 
the District of Columbia as the last clay) aftcr the mailing under 
seetion 105(:1) of thc notice of such order, or 

(b) if thc case was not conducted initially by the Board itself­
within ninet~r days (not counting Sunday or a legal bolicla~~ in the 
District of Columbia as the last day) after the mailing uncler 
section 107(e) of the noticc of the decision of the Board not to 
review the case 01' the llotiee of the order of the Board determining 
the amount of excessive profits, 

file a uetitioll with Thc Tax Court of the United Statcs for a redeter­
minnt10n thercof. Upon such filing such court shall hayc exclusive 
jurisdiction, by order, to finally determine the amount, if :tny, of such 
excessive profits received or accrued by the contractor or subcon­
tractor, and such detcrmillH tion shall not be reviewed or redetermined 
by any court or agency. The court may determine as the amount of 
excessive profits an amount either less than, equal to, or greater thnn 
that determined by the Board. A proceeding before the Tax Court to 
finally determine the ull10unt, if any, of excessive profits shall not be 
treat ed as a proceeding to review the determination of t.he Board, 
but shall be treated us a proceeding de novo. For the purposes of this 
section the court shall have the same powers nne! du ties, insofar as 
applicable in rcspect of thc contractor, the subcontractor, the Board, 
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and the Secretary, and in respect of the attendance of witnesses and 
the production of papers, notice of hearings, hearings before divisions, 
review by the Tax Court of decisions of divisions, stenographic 
reporting, and reports of 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 redeter­
mine a deficiency. In the case of any witness for the Board, the fees 
and mileage, and the expenses of taking any deposition shall be paid 
out of appropriations of the Board available for that purpose, and in 
the case of any other witnesses shall be paid, subject to rules pre­
scribed by the court, by the party at whose instance the witness 
appears or the deposition is taken. The filing of a petition under 
this section shall operate to stay the execution of the order of thc 
Board under subsection (b) of section 105 only 21 if within ten days 
after the filing of the petition the petitioner files with the Tax Court a 
good and sufficient bond, approved by such court, in such amount. 
as may be fixed by the court. Any amount collected by the United 
States under an order of the Board in excess of the amount found to 
be duc under a determination of excessive profits by the Tax Court 
shall be refunded to the contractor or subcontractor ,,·ith interest 
thereon at the rate of 4 per centum per annum from the date of 
collection by the United States to the date of refund. 
SEC.I08A. VENUE OF APPEALS FROM TAX COURT DECISI01YS IN 

RENEGOTIATION CASES. 
A decision of the Tax Co'urt oj the United States under section 108 

nj this Act may, to the extent 8ubjeet to review , be reviewed by-
(1) the United States Court oj Appeals j or the circuit i n which 

is located the office to which the contractor or subcontractor made I 

his Federal i ncome-tax return jol' the taxable year which eorresponds 
to the fiscal year with respect to whieh sueh decision oj the Tax Court 
was made, or 'if no S1lCh J'eturn was made jor such taxable year, then 
by the United States Court of Appeals jol' the Distriet of Columbia, or 

(2 ) any United States Court oj Appeals derS1~gnated by th e Attorney 
General and the eontractor or subcontractor by stipulation in wliting. 22 

SEC. 109. RULES AND REGULATIONS. 
The Board may make such rules, regulations, and orders as it deems 

necessary or appropriate to carry out the provisions of this title. 
SEC. 110. COMPLIANCE WITH HEGULATIONS, ETC. 

No person shall be held liable for damages or penalties for any act 
or failure to act resulting directly or indirectly from his compliance 
with a rule, regulation, or order issued pursuant, to this title, notwith­
standing that allY such rule, regulat ion, or order shall thereafter be 
declared by judicial or ot.her competent authority to be invalid. 
SEC. 111. APPLICATION OF ADl\IINISTRATIVE PROCEDURE ACT. 

The functions exercised under this title shall be excluded from the 
operation of the Administrative Procedure Act (GO Stat. 237) except 
as to the requirements of section 3 thereof. 

2I M atter in italics in section lOS was added b y Pub. Law 870. 84th Cong., approwd August 1, 1956. Th is 
amendment is efIect ive as of the d:lte of t he enactment of the R enegotiation Act of 1951. 

22 Section 108A was added by Pub. Law 870, 8·lt.b Cong., appro,ed August 1, 1956. 
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SEC. 112. APPROPRIATIONS. 
There are hereby authorized to be appropriated such sums as may 

be necessary and appropriate for the carrying out of the provisions and 
purposes of this title. Funds made available for th e purposes of this 
title may be allocated or transferred for any of the purposes of this 
title with the approval of the Bureau of the Budget to any agency of 
the Government designated to assist in carrying out this title. Funds 
so allocated or transferred shall remain available for sHch period as 
may be specified in the Acts making such funds available. 
SEC. 113. PROSECUTION OF CLAIMS AGAINST UNITED STATES BY 

FORl\1ER PERSONNEL. 
Nothing in title 18, United States Code, seetions 281 and 28:3, or in 

section 190 of the Revised Statutes (U.S.C., title 5, sec. 99) shall be 
deemed to prcvent any person by reason of service in a Department 
01' the Board from acting as counsel, agent, or attorney for prosecuting 
allY claim agaillst the United States: Provided, That such pcrson shall 
110t prosecute allY elaim against the United States (1) involving any 
subject metter directly connected with whieh such person was so 
employed, 01' (2) during the period such person is engaged in employ­
ment in a Department or the Bot1l'd.23 

SEC. 114. REPORTS TO CONGRESS. 

The B oard shall on 01' bejore January 1, 1957, and on or beforc Jan­
uary 1 oj each yeer the7·ea.ffer, s1lb,m't to the Congress a complete report 
oj its activities jor the preceding year ending on June 30. Such report 
shall include-· 

(1) the numbcr oj persons in the employment rf the Board dul'-
1~ng such year, and the places of th eir employment; 

(2) the administrative e;rpenses incurred by the Board dun'ng 
such year; 

(3) statist1'cal data relating to filings (hlr1~ng such year by con­
traciors and subcontractors , and to the conduct and disposition 
durh/,(j such year oj proceedings with respect to such filin!Js and 
filings made during previous years,' 

(4) an e:rplanation oj the pn'ncipal changes made by the Board 
d1Jl'ing such year in its regulations and operating procedures; 

(5) th e number oj renegoh'ation cases disposed oj by the Tax 
Court, each United States Court of Appeals, and the Supreme 
Court durinr! 8uch year, and the number oj cases pending in each 
such CO?lI't at the close oj such yea/'; and , 

(6) s1lch othe7' injormation as the Board deems appropriate.24 

-----
23 Section 113 was amended by Pub. Law 870, 8elth Cong., approved August 1, 1956, by striking out "during 

the period (or a part thereof) beginning July 1,1950. and ending December 31, 1953," before "from acting" 
2l Section 114 was adrled by Pub. Law 870, 84th Cong., approved August I, 1956. 
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TITLE II-MISCELLANEOUS PROVISIONS 

SEC. 201. FUNCTIONS UNDER WORLD WAR II RENEGOTIATION ACT. 
(a) ABOLITION OF \VAR CONTRACTS PRICE ADJUSTMEKT BOARD.­

The 'Val" Contracts Price Adjustment Board, created by the Renego­
tiation Act, is hereby abolished. 

(b) TRANSFER OF FUNCTIONS IN GENERAL.- All powers, functions, 
aIld duties conferred upon the 'Val' Contracts Price Adjustment Board 
by the Renegotiation Act and not. otherwise specifically dealt with in 
this section are transferred to t he Renegotiation Board. 

(c) AMENDl\lENT OF THE RENEGOTIATION ACT.- Subsection (a) (--1 ) 
(D) of the Renegotiation Act is amended by inserting at the end 
th ereof the following: "A net renegotiation rebate shall not be repaid 
unless a claim therefor has been filed with the Board on or before the 
date of its abolition, or 11nless a claim shall have becn filed w·ith the 
Administrator of General Services (i) on or before J nne 30, 1951 ,25 or 
(ii) within ninety days after the making of an agreement or the en try 
of an order under subsection (c) (1 ) determining the amount of exces­
sive profits, whichever is la t er. A claim shall be deemed to have been 
filcd when received by the Board or thc Administrator, \\"hether or 
not accompanied by a statement of t he Commissioner of Intcrnal 
Rcvenue showing the amortization deduction allowed for the renego­
tiated year upon the recomputatioll made pursuant to section 124 (d) 
of the Internal Revenue Code." 

(d) TRANSFER OF C ERTAIN F UNCTIOKs.- All powers, functions, and 
duties conferred upon the 'Val' Contracts Price Adjustment Board b:,-­
subsection (a) (4) (D) of the Renegotiation Act, subject to the amcnd­
lllent thereof by subsection (c) of this section, are hereby transferred 
to the Administrator of General Services; 

(e) FUNCTIONS AND RECORDs.-Each Secre tary of t. Department is 
authorized and directccl to eliminate the exccssi,-e profit s determined 
under all existing renegotiation agrcements or orders hy the methods 
enumeratc(l in subsection (c) (2) of the Rencgotia tion A ct in respect 
of all renegotiations conduc ted hy his Dcpartment pursuan t to dele­
gations from the ' Val' Contracts Price Adj ustm en t Board. The sev­
eral Departmn ts shall r etain cns tody of the rellego tintion case files 
covering renego tiations thus conducted for such time ltS the Secretary 
deems nrcessary for th e purposes of this scction , H,IlCI thereafter the~T 
shall be made /wailu.ble to the R ellegotiation Board for appropriate 
(lisposition. The rene~otia tion records of the 'Yar COil trac ts Price 
Adjustment Board shall hccomc records of the Renegot iation Board 
on the effcdin' date of this section. 

(f) REFU;-;; DS.- All refunds under subscct ion (n.) (--1 ) (D) of the 
R enegotia tioll Act (rclating to the recompu ta tion of the amortization 
dNluction), all refunds undcr thc last sent ence of subst'ct ion (i) (:3) 
of such Act (relating to excess iIlYPn tories), and all amonnts fi nally 
adj udged or determined to hn,;-e becn e\'l'o ncousl~- collccted b~- the 
Unitpd Sta(,cs pursll ant to ft cjptermination of excessi \Te profits, ,,·itl! 
interes t thereon in the last mentioned (':.sc at a ra te not to exceed --1 
per C'l'nhllll p CI' annum as nUl:'-- be ddermillcc! h:,-- thc l\tlministrittor of 
General S(,ITi C'es 01' his duly authorizpcl rep resL'ntatiYe comp uted to 
the daLe of rerLifica tion to the Treas ury Dcpar tnwnt for payment. 
shall bc (,C'l't ified hy t he Adm inistratol" of Gencral SeIT ices or his d ul~T 

" Su bsection (a) (4) (D ) of the Renegotiation Act was further umended b)' Puhlic La,,' 183. 82d Con~ .• 
approved Octo hOI' 20, 1951. wbich changed "Jnne 30. Insl" to "October 31. InSl," and by Pnblic Law 576, 
82d Cong. , app,·ovcd July 17. 1952, "'bieh cbangcd " October 31. 1951" to "December 31.1952." 
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authorized representative to the Treasury D epartment [or pa~'mellt 
from such appropriations as may be available thprrfor: PI'01)ided, 
That snch refunds shall be based solely on the certificate of the Admin­
istrator of General Sprviees or his duiy autllOrizpd representative. 

(g) EXISTI NG POLICIES, PROCEDURES, ETC., To REMAIN IN EF­
FECT.-All policic·s, procedures, directives, and delegations of authority 
prescribed or issued (1) by the War Contracts Price Adjustment 
Board, or (3) by any Secretary or other duly authorized officer of the 
Govprnment, under the authority of the Renegotiation Act, in eflect 
upon the cfi"ective date of this section and not inconsistent. herewit.h, 
shall remain in full force and di"ect unless and until superseded, or 
except as they may be amended, uncleI' the authority of this section 
or any other appropriate authority. All functions, powers, and 
responsibilities transferred by this section shall be accompanied by the 
authority to issue appropriat e regulations and procedures, or to modify 
existing procedures, in respect of such powers, functions, and re­
sponsibilities. 

(h) SA vINes PROVISION.-This section shall not be construed (1) 
to prohibit disbUl"sements authorized hy the '1\'ar Contracts Price 
Adjustment Board and certified pursuant to its authority prior t.o the 
efl'ective date of this section, (3) to affect the nlidi ty or finali ty of 
any agre.ement or order made or issued pursuant to law by the 'IVaI' 
Contracts Price Adjustment Board or pursuant to delegations of 
authority from it , 01' (3) to prejudice or to abate any action taken or 
any right accruing or accrued, or any suit or proceeding had or 
commcneed in an~T civil cause; hut any court haying on its docket a 
case to which the War Contracts Price Adjustment Board is a party, 
on motion or supplemental petition filed at any time within jour years 
after the effective date of this section, showing a necessity for the 
survival of sHeh snit, action, or ot.her proceeding to obtain a det.enni­
nation of the questions im' olved, may allow the same to be maintained 
by or against the United States. Ij any such case has been dismissed 
by any court jor fa1~lure to substitute for the War (!ontracts Price Adjust­
ment Board prior to the effective date oj tit is sentence, such ca8e is hereby 
reviL'eel and reinstated in s11ch court as if it had not been (hsmisseil. 26 

(i) RENEGOTIATION ACT l'\ OT R EPEALED.-Except as b~T this Act 
specifically amended or modified, all provisions of the Renegotiation 
Act shall remain in full force and eflect. 

(j) DEFINITIOxs.- The terms which are defined in the Renegotia­
tion Act shall, when used ill this section, ha ve the same meaning as 
when used in the Renegotiation Act, except that where a renegotiation 
function has been transferred by or pursuant to law t.he terms "Secre­
tary" or "Secretaries" and "Department" or "Departments" shall he 
understood to refer to the successors in function to those officers or 
offices specifically named in the Renegotiation Act. 

(k) EFFFCTIVE DATE OF SECTION.-This section shall take eflect 
sixty days after the date of th e enactment of this Act. 
SEC. 2G2. PERIOD OF LIMITATIONS FOR RENEGOTIATION ACT OF 1948. 

X 0 proceeding 1Inder the Renegotiation Act of 1948 to determine 
the amoullt of excessive profits for allY fiscal year shall be commenced 
more than one year after the mandatory statement required by the 
rq~ulations issued pursuant to such Act is filed with respect to such 

" ;ll atter in italics in section 201 (h) was added hy Pub. Law ;64, 83d Cong., approved Septemher 1,1954. 
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year, or more than six months after the date of the elllwtment of this 
title, whichever is the later, and if such proceeding is not so com­
menced (in the manner provided by the regulations prescribed pur­
suant to such Act), all liabilities of the contractor or subcontractor 
under such Act for excessive profits received or accrued during such 
fiscal year shall thereupon be discharged. If an agreement or order 
determining the amount of excessive profits under such Act is not 
made within two years following the commencement of the renegotia­
tion proceeding, then upon the expiration of such two years all lia­
bilities of the contractor or suocontractor for excessive profits with 
respect to which such proceeding was commenced shaH thereupon be 
discharged, except that (1) such two-year period may be extended by 
mutual agreement, and (2) if within such two years such an order 
is duly issued pursuant to such Act, such two-year limitation shall not 
apply to the review of such order by any renegotiation board duly 
authorized to undertake such review. 
SEC. 203. AMENDMENT OF SECTION 3806 OF THE INTERNAL REVENUE 

CODE. 
Section 3806(a)(1) of the Internal Revenue Code is hereby amended 

by striking out subparagraphs (A), (B), and (C) and inserting in lieu 
thereof the following: 

"(A) The term 'renegotiation' includes any transaction 
which is a renegotiation within the meaning of the Fcderal 
renegotiation act applicable to such transaction, any modifi­
cation of one or more contracts with the United States or any 
agency thereof, and any agreement with the United States 
or any agency thereof in respect of one or more such contracts 
or subcontracts thereunder. 

"(B) The term 'excessive profits' includes any amount 
which constitutes excessive profits within the meaning as­
signed to such term by the applicable Federal renegotiation 
act, any part of the contract price of a contract with the 
United States or any agency thereof, any part of the subcon­
tract price of a subcontract under such a contract, and any 
profits derived from one or more such contracts or sub­
contracts. 

"(C) The term 'subcontract' ineludes any purchase order 
or agreemcnt which is a subcontract within the meaning 
assigned to such term by the applicable Federal renegotiation 
act. 

"(D) The term 'Federal renegotiation act' ineludes scction 
403 of the Sixth Supplemental National Defense Appropria­
tion Act (Public 528, 77th Cong., 2d Scss.), as amended or 
supplcmented, the Renegotiation Act of 1948, as amended or 
supplemented, and the Renegotiation Act of 1951, as 
amended or supplcmented." 

SEC. 204. SEPARABILITY PROVISION. 
If any provision of this Act or the application of any proyision to 

any person or circulllstancc is hcld invalid, the validity of the rcmain­
del' of the Act and of thc application of its provisions to other persons 
and circumstances shall not be affected thereby. 

o 
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