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EXPLANATORY NOTE 

This compilation embodies the Renegotiation Act of 1951 as 
amended. The original act is printed in roman, amendments are 
printed in italics with explanatory footnotes. Matter in brackets and 
footnotes is not a part of the law. 
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Renegotiation Act of 1951 as amended through August 1, 
1956 

[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, and Public Law 870, 
84th Cong., approved August 1, 1956] 

To provide for the renegotiation of contracts, and for other purposes. 

Be it enacted by the Senate and House of Representatives at the 
United States of America in Oongress assembled', 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 recognized and declared that the Congress has made 
available for the execution of the national defense program extensive 
funds, by appropriation and otherwise, for the procurement of prop­
erty, processes, and services, and the constrnction of facilities neces­
sary for the national defense; that sound execution of the national 
defense progrmn requires the elimination of excessive profits fr0111 
contracts lnade with the United States, and from related subcontracts, 
in the course of said progrmn; and that the considered policy of the 
Congress, in the interests of the national defense and the general 
welfare of the Nation, requires that snch excessive profits be elilninated 
as provided in this title. 
SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 

(a) IN GENERAL.-The provisions of this title shall be applicable 
(1) to all contracts with the Departments specifically named in section 
103 (a), and related subcontracts, to the extent of the amounts received 
or accrued by a contractor or subcontractor on or after the first day 
of January 1951, whether such contracts or subcontracts were made 
on, before, or after such first day, and (2) to all contracts 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 the first day of the first 
month beginning after the clate of such designation, whether such 
contracts or subcontracts were made Oll, before, or after such first day.! 

(b) PERFORUANCE PRIOR TO JULY 1, 1950.-N otwithstanding the 
provisions of subsection (a), the provisions of this title shall not 
apply to contracts with the Departments, or related subcontracts, to 
the extent of the amounts received or accrued by a contractor or sub-

1 Pub. Law 870, 84th Cong., approved August 1, 1!)56, struck out at this point ": but 
provisions of this title shall not be applicable to receipts or accruals attributable to 
performance, under contracts, or subcontracts, after December 31, 1956". The last date 
was changed from "1953" to "1954" by Pub. Law 764, 83d Cong., approved September 1, 
1954, and changed to "1956" by Pub. Law 216, 84th Cong., approved August 3, 1955. 
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2 RENEGOTIATION ACT OF 1951, AS AMENDED 

contractor on or after the 1st day of January 1951, which are attribut­
able to perfQrmance, 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 of this title shall apply only 

with respect to receipts and accruals, 'wnder contracts with the De­
partments and related subcontracts, which are determined under 
regUlations prescribed by the Board to be reasonably attributable 
to performance prior to the close of the termination date. N ot­
'withstanding the 'method of accounting employed by the contractor 
or subcontractor in keeping his records, receipts or accruals deter-r 
mined to be so attributable, even if received or accrued after the 
termination date, shall be considered as having been received or 
accrued not later than the termination date. For the purposes of 
this title, the term "terrnination date" means December 31, 1958. 

(2) TERMINATION OF STATUS AS DEPARTMENT.-When the status 
of any agenoy of the Governlnent as a Department within the 
meaning of section 103 (a) is terminated, the provisions of this 
title shall apply only 1vith respect to receipts and accruals, under 
contracts with such agenoy and related subcontracts, w·hich are 
determined under regulations ploescribed by the Board to be rea­
sonably attributable to performance prior to the close of the status 
teT1nination date. Notwithstanding the l1wthod of accounting 
employed by the contractor or s1tbcontractor in keeping his rec­
ords, receipts or accruals determined to be so attributable, even if 
received or accrued afte?° the status termination date, shall be 
considered as having been received or accrued not later than the 
status termination date. For the purposes of this paragraph, the 
term "status termination date" means, with respect to any agency, 
the date on which the status of such agency as a Department with­
in the meaning of section 103 (a) is te1'minated.2 

(d) RENEGOTIATION ACT OF 1948.-The Renegotiation Act of 1948 
shall not be applicable to any contract or subcontract to the extent 
of the amounts received or aecrued by a contractor 01' subcontractor 
on or after the 1st clay of January 1951, whether such contract or 
subcontract was made on, before, or after such first day. In the case 
of a fiscal year beginning in 1950 and ending in 1951, if a contractor 
or subcontractor has receipts or accruals prior to January 1, 1951, from 
contracts or subcontracts subject to the Renegotiation Act of 1948, 
and also has receipts or accruals after December 31, 1950, to which 
the provisions of this title ar~ applicable, the provisions of this title 
shall, riotwithstanding subsection (a), apply to such receipts and 
accruals prior to January 1, 1951~ if the Board and such contractor 
or subcontractor agree to such application of this title; and in the case 
of such an agreement the provisions of the Renegotiation Act of 1948 
shall not apply to any of the receipts or accruals for such fiscal year. 

(e) SUSPENSION OF CERTAIN PROFl'T LnIITATIoNS.-Notwithstand­
ing any agreement to the contrm:y, the profit-limitation provisions 
vf the Act of l\1arch 27, 1934 (48 Stat. 50S, 505), as amended and 

2 Subsection (c) of section 102 was added by Pnb. Law 870, 84th Cong., approV'ed August 
1,1956, which also relettered former subsections (c) and (d) as (d) and (e), respectively. 
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supplemented, and of section 505 (b) of the ~1erchant ~1arine 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 ~1erchant :Marine Act, 1936, to 
any contract or subcontract entered into after December 31, 1950, if 
any of the receipts or accruals therefrom are subject to this title or 
'would be subject to this title except for the provisiol1J3 of section 106 
(e) .3 

SEC. 103. DEFINITIONS. 
For the purposes of this title-
(a) DEPARTMENT'.-The term "Department" means the Depart1nent 

of Defense, the Department of the Army, the Departrnent of the Navy, 
the Depart1nent of the Air Force, the lIfaritime Administration, the 
General Services Administration, and the Atomic Energy Oom1nission. 
Such term also include8 any other agency of the Govern1nent exercising 
functions having a direct and imrnediate connection with the national 
defense which is designated by the President during a national emer­
gency proclaimed by the President, or declared by the Oongress, 'after 
the date of the enactment of the Renegotiation Amendments Act of 
1956 j but such designation shall cease to be in effect on the last day 
of the month during w,hich such national e1nergency is terminated.4 

(b) SECRETARy.-The term "Secretary" means the Secretary of 
Defense, the Secretary of the Army, the Secretary of the Navy, the 
Secretary of the Air Force, the Secretary of COlnmerce (with respect 
to thellf aritime Administration), the Federal Maritime Board, the 
Administrator of General Services, the Atomic Energy Commission, 
and the head of any other agency of the Government which the Presi­
dent shall designate as a Department pursuant to subsection (a) of 
this section.5 

(c) BOARD.-The term "Board'} Ineans the Renegotiation Board 
created by section 107 (a) of this Act. 

(d) RENEGOTIATE AND RENEGOTIATIoN.-The terms "renegotiate" 
and "renegotiation" include a determination by agreement or order 
under this title of the amount of any excessive profits. 

( e) EXCESSIVE PROFITS.-The terln "excessive profits" lneans the 
portion of the profits derived from contracts with the Departments 

3 Matter in italics in section 102 (e) was added by Pub. Law 216, 84th Cong., approved 
August 3, 1955, as amended ,by Pub. Law 870, 84th Cong., approved August 1, 1956, and 
applies only to the extent of amounts received or accrued after December 31, 1953. 
PUb. Law 870 changed "section 106 (a) (8)" to "section 106 (e)" with respect to fiscal 
Yl'ars ending after June 30, 1956. 

4 Section 103 (a) was amended as shown by Pub. Law 870, 84th Cong., approved August 
1, 1956. The amendment, effective December 31, 1956, struck out the Department of 
Commerce, the Reconstruction Finance Corporation, the Canal Zone Government, the 
Panama Canal. Company, the Housing and Home Finance AgencY', and such other agencies 
of the Government as were designated by the President under the former subsection (a). 
Federa.l Civil Defense Administration, National Advisory Committee for Aeronautics. 

Tennessee Valley Authority, and U. S. Coast Guard were desigonated by Executive Order 
10260, dated .June 27, 1951; Defense Materials Procurement Agency, Bureau of Mines, and 
(United States) Geological Survey by Executive Order 10294, September 28, 1951 ; B~nne­
ville Power .Administration by Executive Order 1029!), October 31, 1·951; Bureau of 
Reclamation by Executive Order 10369, June 30, 1952; and Federal Facilities Corporation 
by Executive Order 10567, September 29, 1954. 

Ii Matter in italics in section 103 (b) was added by Pub. Law 870, 84th Cong., approved 
August 1, 1956, which also changed "the Chairman of the Atomic Energy Commission" to 
"the Atomic Energy Commission" and struck out the Board of Directors of the Reconstruc­
tion Finance Corporation, the Governor or the Canal Zone, the President of the Panama. 
Canal Company. and the Housing and Home Finance Administrator, all effective on 
December 31, 1956. 
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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 considera.tion 
the followil1g factors: 

(1) Reasonableness of costs and profits, ,,"ith particular regard 
to volume of production, normal earnings, and comparison of 
,jar and peacetime products; 

(2) The net worth, "Tith particular regard to the amolUlt 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 Govermnent and other contractors in supplying 
technical assistance; 

(5) Character of business, including source and nature of 
materials, complexity of manufacturing technique, char-acter and 
extent of subcontracting, and rate of turn-over; 

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

(f) PROFITS DERIVED FROU CONTRACTS 1VITH THE DEPART:i\IENTS 
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 subcontracts over the 
costs paid or incurred with respect thereto and determined to be 
allocable thereto. All items estimated to be allowed as deductions and 
exclusions under chapter 1 of the Internal Revenue Code (excluding 
taxes measured by income) shall, to the extent alfocable to such con­
tracts 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 in any fiscal 
year ending before Dece1nber 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 inefficiency of the contractor or subcontractor. 
For the purposes of the preceding sentence, the term "preceding fiscal 
year" does not include any fiscal year ending prior to January 1, 1951. 
Costs shall be determined in accordance with the method of account­
ing 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 does not, in the opinion of the Board, 
or, npon redetermination, in the opinion of The Tax Conrt of the 

6 Matter in italics in section 103 (f) was added by Pub. Law 870, 84th Cong., approved: 
August 1 , 1956. 
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United States, properly reflect such costs, such costs shall be deter­
mined in accordance with such method as in the opinion of the Board, 
or, npon redetermination, in the opinion of The Tax Court of the 
United States, does properly reflect such costs. In determining the 
amOlmt of excessl,e profits to be eliminated, proper adjl1strnent shall 
be made on account of the taxes measured by income, other than 
Federal taxes, which are attributable to the portion of the profits 
"hich are not excessive. 

(g) SDBCOXTR.\CT.-The term "subcontracf' means-
(1) any purchase order or agreement (including purchase 

orders or agreements antedating the related prime contract 01' 

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 use any 
patented or secret method, formula, or device for the perforlnance 
of a contract or subcontract; and 

(3) any contract or arrangmnent (other than a contract or 
llrrnngement between t,,·o contracting parties, one of whom is 
found by the Board to be a bona fide executive officE'r, partner, 
or fnll-time employee of the other contracting party) nnder 
which-

( ..... -\...) any amollnt payable is contingent upon the procure­
ment of a contract or contracts with a Department or of a 
subcontract or subcontracts; or 

(B) any amount payable is determined with reference to 
the amount of a contract or contracts with a Department or 
of a snbcontract or subcontracts; or 

(C) any part of the services performed or to be performed 
consists of the soliciting, attempting to procllre, or procuring 
a contract or contracts with a Department or a subcontract 
or subcontracts. 

X othing in this subsection shall be construed (j) to affect in any way 
the yalidity or constr11ction of provisions in any contract with a 
Department or any subcontract, heretofore at any time or hereafter 
made, prohibiting the payment of contingent fees or commissions; or 
(ii) to restrict in any way the authority of the Board to determine 
the natllre or amount of selling expense under subcontracts as defined 
in this subsection, as a propel' element of the contract price or as a 
reimbnrsable item of cost~ under a contract with a Department or a 
subcon tra ct. . 

(11) FISCAL Y K\R.-The term "fisca] year'~ means the taxable year 
of the contractor or subcontractor under chapter 1 of the Internal 
ReY"E'nne Code, except that where any readjustment of interests occurs 
in n partnership as defined in section 3797 (a) (2) of such code. the 
fiscal year of the partnership or partnerships invohed in such read­
jU:3tment shan be determined in accordance with regulations prescribed 
bv the Board . 

. (i) REGEn-ED OR ACCRUED .\ND PAID OR IXCURRED.-The terms 
"received or accrued" and "paid or incurred" shall be constrnec1 accord:­
ing to the method of accounting employed by the contractor or sub­
contractor in keeping his records, but if no such method of accounting 

822813-56--2 
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has been employed, or if the ~method so employed does not, in the 
opinion of the Board, or, upon redetermination, in the opinion of The 
Tax Court of the United States, properly reflect his receipts or accruals 
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) ~IATERIALs.-The term "materials" shall include raw materials, 
articles, commodities, parts, asesmblies, products, machinery, equip­
ment, supplies, components, technical data, processes, and other per­
sonal property. 

(I) AGENCY OF 'l'HE GOVERNMENT.-The term "agency of the Gov­
ernment" means any part of the executiye branch of the Government 
or any independent establishment of the Government or part thereof, 
including any department (whether or not a Department 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, author­
ity, administration, or other establishment of the Government which 
is not a part of the legislative or judicial branches. 

(m) TWO-YEAR Loss OARRYFORWARD.-
(1) ALLowANcE.-Notwithstariding any other provision of this 

section, the renegotiation loss dedu,ction for any fiscal year ending 
on or after December 31,1956, shall be aU.Jwed as an item of cost in 
such jiscalyear, wnderreg'ltlatio'YI8 of the Board. 

(2) DEFINITIONs.-For the purlJoses oj this 8ubsection.-
(A) The term "renegotiation los8 deduction" means, for 

any fiscal yew' ending on or afte'l' December 31,1956, the sum 
of the renegotiation l08s carryfortoards to such fiscal year 
fr01n the preceding two fiscal years. 

(B) The term "renegotiation loss" 1nean8, for any fiscal 
year, the excess, if any, of costs comp'tlted toithout the applica­
tion of this subsection and the third sentence of subsection (I) 
paid or incurred in such fiscal year with respect to receipts or 
accruals subject to the p1'ovisions of this title over tlw amount 
of receipts or accruals 8ubject to the provisions of this title 
which were received 01' accr'lted in such fiscal year, but only to 
the emtent that such excess did not result fr01n gross ineffi­
ciency of the contractor or subcontractor. 

(3) AMOUNT OF CARRYFORWARDS.-A renegotiation loss fo'" any 
fiscal year (lte1'einafter in this paragraph referred to as the "l08s 
year") shall be a renegotiation loss C(lJ'ryf01'1oard to the first fiscal 
year succeeding the loss year. Such renegotiation loss, after being 
reduced (but not belato zero) by the p1'ofits derive(Z/rmn contracts 
with the Departm ents and subcontracts in the first fiscal year suc­
ceeding the loss year, shall be a Irenegotiation loss carryforward to 
the second fiscal yea)' succeeding the loss yea'l'. For the purposes 
of the preceding sentence, the profits derived from contract8 
with the Departments and subcontracts in the first fiscal year' 
succeeding the loss year shall be c01nputed as follows: 
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(A) If such first fiscal year ends on or after December 31, 
1956, such profits shall be c01nputed by determining the 
amount of the renegotiation loss deduction for such first fiscal 
year without regard to the 1'enegotiation loss for the loss year. 

(B) If such fi1'st fiscal year e7uls before December 31,1956, 
such vrofits shall be c01nputed 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 
designation, a provision under which the contractor agrees-

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

(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 
r enegotiation; 

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

(0) 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 he will insert in each subcontract described in 
section 103 (g) provisions corresponding to those of sub­
paragraphs (A), (B), a~d (0), and to those of this sub ... 
paragraph; 
(4) that there Inay be withheld by the United States 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) (0) the contractor is directed to with­
hold 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 elilni­
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 l)l'ovisions reqllired by this section shall be sufficient 
compliance with this section. Whether or not the provisions specified 
in this section are inserted in a contract with a Department or sub­
contract, to which this title is applicahle, such contract or subcontract, 

'1 Section 103 (m) was added by Pub. Law 870, 84th Cong., approved August 1, 1956. 
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n8 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. 
SEC. 105. RENEGOTIATION PROCEEDINGS. 

(a) PROCEEDIXGS BEF0RE THE Bo .. uw.-TIenegotia tion proceedings 
~hnll be commenced by the mailing of notice to that effect, in such 
form as lllay be prescribed by regulation, by registered mail to the 
contractor or subcontractor. 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 the Board deems advisable. 
~~ny such agreement, if made, may, 'with the consent of the contractor 
or subcontractor, also inelnde provisions with respect to the elimination 
of excessive profits likely to be received or accrued. If the Board 
does not make an agreement with respect to the elimination of exces­
sive profits received or accrued, it shall issue and enter an order 
determining the amount, if any, of sHch excessive profits, and forth­
with give notice thereof by registered mail to the contractor or 'sub­
contractor. In the absence of the filing of a petition with The Tax 
Court of the United States nnder the provisions of and within the 
time limit prescribed in section lOS, such order shall be final and 
conclusive and shall not be subject to review or redetermination by 
any court or other agency. The Board shall exercise its powers with 
respect to the aggregate of the amounts received or approved during 
the fiscal yeaI' (or such other period as may be fixed by mutual agree­
ment) by a contractor or subcontractor under contracts with the 
Departments and subcontracts, and not separately with respect to 
amounts received or accrued under separate contracts with the Depart­
ments or subcontracts, except that the Board may exercise such powers 
separately with respect to amounts received or accrued by the con­
tractor or subcontractor under uny one or more separate contracts with 
the Departments or subcontracts at the request of the contractor or 
subcontractor. By agreement with any contractor or subcontractor, 
and pursuant 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 two or more related contractors or 
3ubcontractors. Renegotiation shal] be conducted on a consolidated 
basis with a parent and its subsidiary corporations which constitute 
an affiliated gronp under section 141 (d) of the Internal Revenne Code 
if all of the corporations included in snch affiliated group reqnest 
renegotiation on such basis and consent to such regulations as the 
Board shall prescribe with respect to (1) the determination and elimi­
nation of excessiye profits of such affiliated gronp, and (2) the determi­
nation of the amount of the excessive profits of such affiliated group 
allocable, for the purposes of section i3S06 of the Internal Revenue 
Code, to each corporation included in sHch affiliated gronp. ",Yhell­
ever the Board makes a determination with respect to the amount of 
excessive profits, and snch determination is made by order, it shall, at 
the request of the contractor or subcontractor, as the case may be, 
prepal'e and furnish such contractor or subcontractor with a state­
ment of such determination, of the fncts used as a basis therefor, and of 
its reasons for snch determination. Snch statement shall not. be nsed 
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in The Tax Court of the United Stntes as proof of t.he facts or conclu­
sions stated therein. 

(b) l\fETHODS OF ELIMINATING EXCESSIVE PROFITS.-
(1) IN GENERAL.-Upon the nlaking of an agreement, or the 

entry of an order, under subsection (a) of this section by the 
Board, or the entry of an 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 wit.hholding from amounts otherwise due to the 

contractor any amount of such excessive profits; 
(C) by directing any person having a contract with any 

agency of the Government., or any subcontractor thereunder, 
to withhold for the account of the United States from any 
amonnts otherwise due from such person or such subcon­
tractor to a contractor, or subcontractor, having excessive 
profits to be eliminated, and every such person or subcon­
tractor receiving such direction shall withhold and pay over 
to the United States the amounts so required to be withheld; 

(D) by recovery from the contractor or subcontractor, or 
from any person or subcontractor directed under subpara­
graph (C) to withhold for the account of the United St.ates, 
through payment, repayment, credit, or suit any amount of 
such excessive profits realized by the contractor or subcon­
tractor or directed under subparagraph (C) to be withheld 
for the account of the l Jnited States: or 

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

(2) INTEREsT.-Interest at the rate of 4 per centum per annum 
shall accrue and be paid on the amount of such excessive profits 
from the thirtieth day after the date of the order of the Board 
or from the date fixecl for repayment by the agreement with the 
contractor or subcontractor to the date of repayment, and on 
amounts required to be withheld by any person or subcontractor 
for the account of the United St.ates pursuant to paragraph (1) 
(C), from the date payment is demanded by the Secretaries or 
any of them to the date of payment. ",Vhen The Tax Court of the 
United States, under section 108, redetermines the amount of 
excessive profits received or accrued by a contractor or subcon­
tractor, interest at the rate of 4 per centum per annum shall 
accrue and be paid by such contractor or subcontractor as follows: 

(A) ",Vhen the amount of excessive profits determined by 
the Tax Court is greater than the amount determined by the 
Board, interest shall accrue and be paid on the amount deter­
mined by the Board fron1 the thirtiet.h day after the date of 
the order of the Board to the date of repayment and, in addi­
tion thereto, interest shall accrue and be paid on the addi­
tional amount determined by the Tax Court from the date of 
its order determining such excessive profits to the date of 
repayment. 
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(B) vVhen the amount of excessive profits deterlnined by 
the Tax Court is equal to the alllount determined by the 
Board, interest shall accrue and be paid on such amount fro111 
the thirtieth day after the date of the order of the Board to 
the date of repaym.ent. 

, (C) 'Vhen the amount of excessive profits determined by 
the Tax Court is less than the amount determined by the 
Board, interest shall accrue and be paid on such lesser anlount 
frOlll the thirtieth day after the date of the order of the Board 
to the da.te 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 amount which the contractor or sub­
contractor tendered 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 filing a petition 
with the Tax Court pursuant to section 108 of this title in any 
case in which there has not been a final determination by the Tax 
Court with respect to such petition within snch three-year period. 

(3) SUITS FOR RECOYERy.-Aetions on behalf of the United 
States may be brought in the appropriate courts of the United 
States to recover, (A) from the contractor or subcontrador, any 
amount of such excessive profits and accrued interest not withheld 
or eliminated by some other method under 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 amonnts required to be withheld 
tmder such paragraph, together with accrned interest thereon. 

( 4) SURETIES.-The surety under a contract or subcontract 
shall not be liable for the repayment of any excessive profits 
thereon. 

( 5) ASSIGNEES.-N othing 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 hereafter amended, to withhold from any assignee 
referred to in said Act, any moneys due or to become due, or to 
recover any moneys paid, to such assignee nnder any contract with 
any Department or agency where snch moneys have been assigned 
pursuant to such Act, or (B) to anthorize any Department or 
agency of the Government to direct the withholding pnrsuant 
to this Act, or to recover pursuant to this Act, from any bank, 
trust company or other financing institution (including any 
Federal lending agency) which is an assignee nnder any subcon­
tract, any moneys due or to become due or paid to any such 
assignee under such subcontract. 

(6) INDEMNIFICA'l'roN.-Each person is hereby indemnified by 
the United States against an claims on account of amounts with­
held by such person pursuant to this snbsection from a contractor 
or subcontractor and paid over to the United States. 

(7) TREATMENT OF RECOVERIEs.-All money recovered by way 
of repayment or suit under this subsection sha11 be covered into 
the Treasury as miscellaneous receipts. Upon the withholding 
of any amount of excessive profits or the crediting of any amount 
of excessive profits against amounts otherwise due a contractor 
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from appropriations fr0111 t.he Treasury, the Secretary sh~ll 
certify the amount thereof to the Treasury and the approprIa­
tions of his Department shall be reduced by an amount equal to 
the amount so withheld or credited. The amount of such reduc­
tions shall be transferred to the surplus fund of the Treasury. 

(8) CREDIT FOR TAXES PAID.-In eliminating excessive profits, 
the Secretary 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\IITATIONs.-In the absence of fraud or malfea­
sance or willful1nisrepresentation of a material fact, no proceeding to 
determine the amonnt of excessive profits for any fiscal year shall be 
commenced more than one year after a financial statement under sub­
section (e) (1) of this section is filed with the Board with respect to 
such year, and, in the absence of fraud or malfeasance or willful mis­
representdtion of a material fact, if such proceeding is not comn1enced 
.prior to the expiration of one year following the date upon which such 
statement is so filed, all ljabilities 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 t.he renegotiation proceeding, then, in the absence 
.of frarlld or.1rwlfeasance or ~()illfu.l misrepresentation of a 1naterial 
fact, upon the expiration of such two years all liabilities of the con­
tractor or subcontractor for excessive profits with respect to which 
such proceeding was commenced shall thereupon be discharged, ex­
-cept that (1) if an order is made wi thin such two years pursuant to a 
delegation of authority under subsection (d) of section 107, such two­
year limitation shall not apply to review of such order by the Board, 
and (2) $uch 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, employee, 
or agentof the United States, and (2) such agreement and any deter­
mination made in accorda:lce therewith shall not be annulled, modi­
fied, ~et aside~ or disregarded in any suit, action, or proceeding. N ot­
withstanding any other provisions of this title, however, the Board 
shaU 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 S1tch agree­
ment if, upon a request mo.de to the Board within three years from the 
date of such agreement, the Board find8 as a fact that the aggregate of 

8 Matter in italics 'in section 105 (c) was added by Pub. Law 870, 84th Cong., approved 
August 1, 195ft The words "a financial statement" were substituted for "the statement 
r~~6~red". These amendments apply only with respect to fiscal years ending after June 30, 
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the amounts Teceived or accT'ued by the otheT party to such agTeement 
d1.lJ'ing the fiscal yeaT coveTed by such agreelTLent was not more than 
dhe l1u~nirnum (JfJ}'W1.lnts s1.lbject to 'renegotiation specified in section 105 
(f) for such fiscal year. 9 

( e) INFORMATION AVAILABLE TO BOARD.-
(1) ,FURNISHING OF FINANCIAL STATE:ThfENTS, 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 statenlent 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 peIrson toith 
Tespect to a fiscal year if the agg-regate of the amounts received or 
accnled under such contracts and subcontracts drwring such fiscal 
yem' by him, and all persons 1.lnder control of or controlling or 
1.tnder cmnl1wn control with hirn, is not more than the applicable 
a?nount prescribed in subsection (I) (1) or (2) of this section; but 
any peTson to 'wh01n this sentence applies may, if he so elects, file 
'with the Board for such fiscal year' a financial statement setting 
forth such 1."nformation as the Board may by regulations prescribe 
as necessary to carry out this title. The Bomod 1nay require any 
person who holds contracts or s1.lbcontracts to 'which the prov-isions 
of this title are applicable (1vhether or not such person has filed a 
finmrwial statement under this paragraph) to furnish any infor­
mation, records, or data 1vhich are detennined by the Board to be 
necessary to cmory out this title a(nd which the Board specifically 
requests such peJ'son to furnish. Such information, records, or 
(lata l1Wy not be requ-ired with respect to any fiscal year afte)' the 
date on which all liabilities of such person for excessive l)rojits 
received or accrued during such fiscal year are dischwoged. Any 
penon w'ho willfully ' fails or ref1.l-SeS to turnish any statement, 
inforllwtion, records, 01' data req1.tired of him, 1.lnder this s1.tbsec­
fion, or who knowingly furnishes any statmnent, information, rec­
ords, or data pursuwlt to thiR s1.lbsection containing infonnat'l'on 
1vhich is false or misleadinp in any materal respect, shall, 1.ljJon 
conviction thereof, be punished by a fine of not mOTe than $10:000 
or i1nprisonment f01° not more than one year, or both.10 

(2) AFDI'l' OF BOOKS 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 a voidance of duplication of inspection 
and audit, the services of the Burean of Internal Revenue 8h:111, 
npon request of the Board :1nd the a pprovul of the Secretar~' of 
the Treasury, be made available to the extent determined by the 
Secretary of the Treasury for the purpose of making examina­
tions and a ndits under this tit Ie. 

9 ~rattpr in italics in section 105 (d) Wf!!'i ilcltled hy Pnh. 1,1lW 7(H. S3d Cong .. apIll'owcT 
~pptemhel' 1, H)54. This amenrlnlPnt is efi'€'cti"\"'€' as if it W€'l'€' n part of th€' Rpnegotin tion 
A("t of 1!)51 on tIle date of its enactment. 
- 1 0 Matter in Halics in seetion 105 (e) (1) wns nddpd by Puh. Law SiO, 84th Con!!-.. 
npproyp(l Augnst 1. I!H5H. which also struck ont the speono ann third :-;('ntpnees of the 
former pnrilg'raph (1). The' word "fifth" was suhstitutP(l for "fonrth" ill tIw fir:-;t spntplH'e. 
Thrsp nnwn(lments are efi'eetiYe as if ther W('l'P a part of the Henpg'otiatiun Act of 1!):l1 on 
the dntp of its pnactment. 
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(f) ~IINIMUl\I AMOUNTS SUBJECT TO RENEGOTIATION.-
(1) IN GENERAL.-If the aggregate of the amounts received or 

accrued during a fiscal year (and on or after the applicable effec­
tive date specified in section 102 (a» by a contractor or subcon­
tractor, and all persons under control of or controlling or under 
common control with the contractor or subcontractor, under con­
tracts with the Departments and subcontracts described in section 
103 (g) (1) and (2), is not more than $250,000, in the ca.se of a 
fiscal year ending before J u ne 30, 1953, or $500,000, in the ca.se of 
a fiscal year ending on or after June 30, 1953, OJ' $1,000,000, in 
the case of a fiscal year ending after June 30, 1956, the receipts or 
accruals from such contracts and subcontracts shall not, for such 
fiscal year, be renegotiated under this title. If the aggregate of 
such mllounts received or accrued during the fiscal year under such 
contracts and subcontracts is more than $250,000, in the ca.se of a 
fiscal year ending before J1ltne 30, 1953, or $500,000, in the ca.se of 
a fiscal year ending on or after June 30, 1953, or $1,000,000, in 
the ca.se of a fiscal year ending after June 30, 1956, no determina­
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 of a fiscal yea1' ending before J u ne 30, 1953, or $500,000, 
in the case of a fi scal yem' ending on OJ' after June 30, 1953, or 
$1,000,000, in the case of a fiscal y ear ending after Jwne 30, 1956Y 

(2) SUBCONTRACTS DESCRIBED IN SECTION 10 3 (g) (3).-If the 
aggregate of the amounts received or accrued during a fiscal year 
(and on or after the applicable effective date specified in section 
102 (a» by a subcontractor, and all persons under control of or 
controlling or under common control with the subcontractor, 
under subcontracts described in section 103 (g) (3) is not more 
than $25,000, the receipts or accruals from such subcontracts shall 
not, for such fiscal year, be renegotiated under this title. If the 
aggregate of such amounts received or accrued during the fiscal 
year under such subcontracts is more than $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 aggregate exceeds $25,000. 

(3) COl\IPUTATloN.-In computing the aggregate of the 
amounts received or accrued during any fiscal year for the pur­
poses of pa7<agraph (1) of this subsection, there shall be elimi­
nated all amounts received or accrued by a contractor or subcon­
tractor from all persons under control of or controlling or under 
common control with the contractor or subcontractor and all 
amounts received or accrued by each such person from such con­
tractor or subcontractor and from each other such person. If the 
fiscal year is a fractional part of twelve months, the $250,000 
am.ount, the $500,000 mnoun t, the $1,000,000 amount, and 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 

lll\Iatter in italics in section 105 (f) (1) was added by Pub. Law 764, 83d Cong., 
approved September 1, 1\:)54, as amended by Pub. Law 870, 84th Cong., approved August 1, 
lfl56. 'The latter amendment added the references to $1,000,000 for fiscal years ending 
after June 30, 1956. 

82286-56-3 
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amount and the $25,000 amount shall be reduced to an amount 
which bears the same ratio to $250,000 or $25,000, as the case may 
be, as the number of days in such fiscal year after December 31, 
1950, bears to 365, but this sentence shall have no application if 
the contractor or subcontractor has made an agreement with the 
Board pursuant to section 102 (c) for the applIcation of the pro­
visions of this title to receipts or accruals prIOr to January 1, 1951, 
during such fiscal year. In the case of a fiscal year beginning on 
or before the ter1nination date and ending after the termination 
date, the $1,000,000 a/Jnount and the $~5,000 amount shall be re­
duced to an amount tohich bears the same ratio to $1,000,000 or 
$~5,000, as the case 1nay be, as the number of days in such fisoal 
year before the olose of the termination date bears to 365.12 

SEC. 106. EXEMPTIONS. 
(a) l\IANDATORY EXEl\IPTIONS.-The provisions of this title shall not 

apply to-
(1) any contract by a Department 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 snch 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 the produce of live animals, such 
as wool, eggs, milk and cream; or 

(3) any contract or subcontract for the product of a mine, oil 
or gas well, or other mineral or natural deposit, or timber, which 
has not been processed, refined, or treated beyond the first fonn or 
state suitable for industrial use; or 

(4) any contract or subcontract with a common carrier for 
transportation, or with a public utility for gas, electric energy, 
water, communications, or transportation, when made in either 
case at rates not in excess of published rates or charges filed with, 
fixed, approved, or regulated by a public regulatory body, State, 
Federal, or local, or at rates not in excess of unregulated rates of 
such a public utility which are substantially as favorable to users 
and consumers as are regulated rates. In the case of the furnish­
ing or sale of transportation by common carrier by water, this 
paragraph shall apply only to snch furnishing or sale which is 
subject to the jurisdiction of the Interstate Commerce Commis-

lj PUb. Law 764, 83d Cong., a pproved September 1, 19M, addpd "the $50.0..0.0.0. amount" 
in the second sentpnce of section 105 (f) (3). Pub. Law 870., 84th Cong., approved 
August 1, 1H56, substituted "paragraph (1)" for "parag-raphs (1) and (2)" in the first 
sentpn('e; added "the $1,0.0.0.,0.0.0. amount" in the second sentence; and added the last 
sentence. 
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sion under Part III of the Interstate Commerce Act or subject to 
the jurisdiction of the Federal l\Iaritime Board under the Inter­
coastal Shipping Act, 1933, and to such furnishing 01" sale in any 
case in which the Board finds that the regulatory aspects of rates 
for such furnishing or sale, or the type and nature of the contract 
for such furnishing or sale, are such as to indicate, in the opinion 
of the BOa1'd, that ewcessive profits are improbable,. or 13 

(5) any contract or subcontract with an organization exempt 
from taxation under section 101 (6) of the Internal Revenue 
Code, but only if the income from such contract or subcontract 
is not includible under section 422 of such code in computing the 
unrelated business net income of such organization; or 

(6) any contract' which the Board determines does not have a 
direct and immediate connection 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 any individual contract not falling within any such 
class or type if it determines that sHch contract does not have 
a direct and immediate connection with the national defense. 
In designating those classes and types of contracts which shall 
be eXe1J1pt and in exempting any individual cont1'act tmder this 
parag1oaph, the Board shall consider as not having a direct or im-
1nediate connection with national defense any contract for the 
furnisking of materials or services to be ttsed by the United States, 
a Department or agency thereof, in the manufactu10e and sale of 
synthetic rubbers to a private person or to private persons which 
are to be used for nondefense purposes. If the use by such private 
person or persons shall be partly for defense and partly for non­
defense purposes, the Board shall consider as not having a direct 
or immwdiate connection with national defense that portion of the 
contract tohich is detern1ined not to have been used for national 
defense purposes. The method used in 1naking 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 determination of the Board that a con­
tract is or is not exempt under this paragraph, shall not be 
reviewed or redetermined by the Tax Court or by any other court 
or agency; or 14 • • 

(7) any subcontract directly or IndIrectly under a contract 
or subcontract to which this title does not apply by reason of any 
paragraph, other than paragraph (1), (5), or (8), of this subsec­
tion; or 15 

13 l\1atter in italics in section 106 (a) (4) was added by Pub. Law 764, 83d Cong., 
approved Septembel· 1, 1954, and applies only with respect to fiscal years ending on or after 

Del~e:~{fe~1in19i~:iiCs in section 106 (a) (G) was added by Pub. Law 764, 83d Cong., 
approved September 1, 1954. This amendment is effective as if it were a part of the 
Renegotiation Act of 1951 on the date of its enactment. 

15l\1:atter in italics in section 106 (a) (7) was added by Pub. Law 764, 83d Cong., ap­
proved September 1. 1954, as amendf'd by Pub. Law 870, 84th Cong., approved August 1, 
1956. The former anwndment limited the exclusion to paragraph (8) and applies only 
to the extent of amounts received or accrued after December 31, 1953. 'The latter amend­
ment added the references to paragraphs (1) and (5), and applies only with respect to 
subcontracts made after June 30, 1956. 
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[Applicable to fiscal years ending on or before June 30, 1956. See footnote 16.] 

(8) any contract or subcontract for the 1naking or furnishing 
of a standard comlnercial article 01' a standard comm.ercialservice, 
unless the Board mah.~es a specific finding that competitive oondi­
tions affecting the sale of such article or such service are such as 
will not reasonably prevent excessive profits. This paragraph 
shall apply to any such contract or subcontract only if (1) the 
contractor or subcontractor files, at such time and in such fonn 
and detail as the Board slwll by reg~tlations prescribe, such infor­
mation and data as may be required by the Board under its 1>egula­
tions for the p~trpose of enabling it to reach a decision with 'respect 
to the making of specific finding under this paragraph, and (2) 
within a period of sim months after the date of filing of such infor­
mation and data, the Board fails to make a specific finding that 
c01npetitive conditions affecting the sale of swch article 01' such 
service are such as will not reasonably prevent excessive profits, 
or (3) within such six-month period, the Board makes a specific 
finding that competitive conditions affecting the sale of such article 
or such service are S'lwh aSlf-vill reasonably prevent excessive profits. 
Any contractor or subcontractor may waive the exemption pro­
vided in this paragraph with respect to receipts or accruals in any 
fiscal year by including a statement to such effeot in the financial 
statement filed by such contractor or subcontractor for such fiscal 
year pursuant to section 105 (e) (1). Any specific finding of the 
Board under this paragraph shall not be reviewed or redetermined 
by any coulrt or agency othe1' than by the Tax Oourt of the United 
States in a proceeding for a redetermination of the amount of 
emcessive profits determined by an order of the Board. F or the 
purpose of this paragraph-

(A) the term "article" includes any rrnaterial, part, oom­
ponent, assembly, 1nachinery, equ,ipment, or other personal 
property; 

(B) the term "standard commercial article" means an 
article-

(1) which, in the normal CO'llr'Se of business, is cus­
tomarily man~lfact'llred for stock, and is cust01narily 
maintained in stock by the 17wn~lfacturer or any dealer, 
dist1?ibutor, or other c07nmercial agency for the market­
ing of such article j or 

(2) 'which is manufactured and sold by 17101'8 than two 
persons for general civilian industrial or commercial use, 
07' which is identical in every m~aterial respect 'with an 
article so manufact~tred and sold)· 

(0) the ter1n "identical in eve1'y material respect" means 
of the sa?ne kind, man'ltfact~rred of the same or s'ubstitute 
materials, and ha1)ing the sa177~e ind~lstrial or commercial ~tse 
or uses, WUhO'llt necessarily being of identical specifications; 

(D) the term "service" means any processing or other 
operation performed by chemical, electrical, physical, or 
mechanical methods directly on materials owned by another 
person; 

(E) the ter177/ "standard c01nmercial service" 1neans a serv­
ice wlhich is customarily performed by 1nore than two persons 
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fOl ' general civilian indush'ial OJ' comme1?cial1'eq1d1?e1nents, OJ' 
/s 'reasona.bly comparable IOlith a service so performed,' 

(F) the te1'Jn "}'em;;onably com~pal'able" means of the same 
or a similar kind, pe1'/ormed 'With the Sa172e OJ' similar ma­
terials, and hav-ing the same or a similar result, 'Without nec­
essarilyin'volving identical opera~ions; and 

(G) the term "pers(ms'~ does not include any person 1tnder 
control of, 01' controlling, or 'lmde1' cOJnnwn control 'w'ith any 
othe1' person considered fOl' the purposes of subparag7'aph 
(B) (2) of this parag}'((ph.16 

(9) any contract, awarded Wi a 'result of cOJnpetitive bidding, 
fo}' the COJUst7'uction of any building, st1'ucture, i17~provement, or 
facility, othe1' tha'n a contract for the constr'lwtion of housi'ng fi­
nanced 1()ith a 1Jwrtgage OJ' 1Jwrtgagesins1lred 'lmder the provisions 
of title V III of the 1\1 ational FIousing Act, as no'W OJ' heT'eafter 
wnendedY 

(b) COST ALLOWAxcE.-In the case of a contractor 01' subcontractor 
who produces or acquires the product of a mine, oil or gas well, 01' 

other mineral or natural deposit, or timber, .and processes, refines, or 
treats such a product to and beyond the first form or state snitable 
for indnstrial use, or who produces or acquires an agricultural product 
and processes, refines, or treats s11ch a product to and beyond the first 
form ' 01' stnte in which it is cnstomarily sold or in "'hich it has an 
established market, the Board shaH prescribe such regulations as ma~T 
be necessary to give such contractor or s11bcontractor a cost allowance 
substantially equivalent to the amount which ,yollld have been real­
ized by s11ch contractor 01' snbcontl'actor if he had sold such product at 
such first form or state, N otwit hstnncling any other provisions of 
this title, there sha}} be exc luc1ed from consideration in determining' 
whether 01' not a contractor 01' subcontractor has received 01' accrnecl 
excessive profits that portion of the profits, derived from receipts and 
HCCl'llals snbjed 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 inventori' means inventory of products, 
hereinbefore described in this snbsection, acquiTed by the contractor 
or subcontractor in the form OJ' at the state i.n which contracts for s11ch 
products on hand or on contract would be exempted from this title 
by subsection (a) (2) or (3) of this section, which is in excess of 
the inventory reasonably necessary to fnlfil1 existing contracts or 
ordeTs. That portion of the profits, derixed from receipts and 
accruals subject to the provisions of this title, attribntable to the 
increment in value of the excess inventory, and the method of exclud­
ing such portion of profits from consideration i.n determining whether 
01' not the contractor or snbcontractor has received or accrned exces­
sive profits, sha}} be determined in accordance with regulations pre­
scribed by the Board. 

16 Paragraph (8) of section lOG (a) wa~ added bY' Pub. Law 764, 83d Cong., approved 
September 1, 1954, as amended by Pub. Law 216, 84th Cong., approved August 3, 1955. 
The latter amendment added the references to standard commercial services. These 
amendments apply only to the extent of amounts received Or accrued after December 31, 
1!l5~. Pub. Law 870, 84th Cong., approncl Allgm:t I, 1956, struck out para~raph (S) 
with respect to fiscal years ending after June 30, H15e; lmd added >'ection 106 (e) with 
respect to such fiscal years. Therefore, section 106 (a) (8) applies to contracts and sub­
contracts onl;r to the extent of amounts received or accrued after December 31, Hl53. ill 
fiscal Yf'al'S f'ncling on or before June ~o. In;:;". 

17 Section lOG (a) (9) was added bY' Pub. Law 216, 84th Cong., apprond August ~. 
1!.l5,j, and applies only to contracts with the Departments made nfter December 31, H);)4. 
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( c) PARTIAL MANDATORY EXEMPTION FOR DURABLE PRODUCTIVE 
EQUIPMENT.-

[Applicable to fiscal years ended before June 30, 1953. See footnote 18] 

(1) IN GENERAL.-The provisions of this title shall not apply 
to receipts or accruals (other than rents) from subcontracts for 
new durable productive equipment, except to that part of such 
receipts or accruals which bears the same ratio to the total of such 
receipts or accruals as five years bears to the average useful life 
of such equipment as set forth in Bulletin F of the Bureau of 
Internal Revenue (1942 edition) or, if an average useful life is 
not so set forth, then as estimated by the Board. 

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

machinery, tools, or other equipment which does not become 
a part of an end product acquired by any agency of the 
Government under a contract with a department, or of an 
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 has acquired 
such equipment for the account of the Government, but 
includes pool orders and similar commitments placed in the 
first instance by a Department or other agency of the Govern­
ment when title to the equipment is transferred on delivery 
thereof or within one year thereafter to. a co.ntractor or sub­
contractor. 

[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 (other than rents) from oontraots 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 such receipts or accruals as five years bears to the 
average useful life of such equipment a~ set forth in Bulletin F of 
the Bureau of Internal Revenue (1942 edition) or, if an average 
useful life is not so set forth, then as estimated by the Board 
and (B) to reoeipts and aooruals from oontracts for new durable 
produotive equipment in oases in whioh the Board finds that the 
new durable produotive equipment oovered by suoh oontraots oan­
not be adapted, oonverted, or retooled for oommeroial use. 

(2) DEFINITION.-For the purpose of this subsection, the term 
"d~trable produ,otive eq~dpment" 1neans maohinery, tools, or other 
produotive equipn'lent, whioh has an average 'useful life of m.ore 
than five years .18 

18l\1atter in italics in paragraph 1 was added by Pub. Law 764, S3d Cong., approved 
September 1, 1954. Paragraph 2 was amended to read as shown in italics by Pub. Law 
764, 'as amended by Pub. Law 216. 84th Cong., approved August 3. 1955. 'l'he latter 
amendment added "productive" between "other" and "equipment" and struck out "which 
does not become a part of an end product, or of an article incorporated therein, and" after 
"other equipment". These amendments apply only with respect to fiscal years ending on 
or after ;rune 30. 1953. 
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(d) PERl\USSIYE EX,El\IPTIONs.-The Board is authorized, in its dis­
cretion, to exempt from some or all of the provisions of this title-

(1) any contract or subcontract to be performed outside of the 
territorial limits of the continental United States or in Alaska; 

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

(3) any contract or subcontract or performance thereunder 
during a specified period or periods if, in the opinion of the Board, 
the provisions of t.he contract are otherwise adequate to prevel1t 
excessive profits; 

(4) any contract or subcontract the renegotiation of which 
would jeopardize secrecy required in the public interest; 

(5) any subcontract or group of subcontracts not otherwise 
exempt from the provisions of this section, if, in the opinion of t.he 
Board, it is not administratively feasible in the case of such sub­
contract or in the case of such group of subcontracts to deter­
mine and segregate the profits attributable to such subcontract 
or group of subcontracts from the profits attributable to activities 
not subject to renegotiation. 

The Board may so exempt contracts and subconracts b9th individ­
ually and by general classes or types. 

[Applicable to fiscal years ending after June 30,1956] 

(e) MANDATORY EXEMPTION FOR STANDARD COMMERCIAL ARTICLES 
AND SERVICES.-

(1) ARTICLES AND SERVICEs.-The provisions of this title shall 
not apply to amounts receil)ed or accrued in a fiscal year under 
any contract or subcontract for an article or service which (with 
respect to such fiscal year) is-

(A) a standard comr;ne.rcial article,. 
(B) an article which is identical in every material respect 

'with a standard commercial article,. or 
(0) a service which i-8 a standard commercial service or 

is reasonably comparable with a standard commercial service. 
(£) CLASSES OF ARTICLEs.-The provisions of this title shall 

not apply to amounts received or accrued in a fiscal year under any 
contract or subcontract for an article which ('with respect to such 
fiscal year) is an article in a standard com1nercial cla8s of articles. 

(3) A PPT,r(, "7 I ~'.-Paragraph (1) (B) or (0) and para­
graph (2) shall apply to amounts received or accrued in a fiscal 
year under any contract or subcontract for an article or service 
only if-

(.A) the contractor or subcontractor at his election files, 
at such time and in such form and detail as the Board shall 
by regulatiom prescribe, an application containing such 
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infor1nation and dutu as '{nay be requi1'ed by the Board 'l"nde1~ 
its regulations for the purpose of enabling it to 1nake a deter­
minution under the applicable paragraph, and 

(B) the Board detennines that su(]h article or service is, 
or, fails to determine that such article or service is not~ an 
article or service to which such paragrapli applies, within the 
following periods after the date of filing such applioation: 

(i) in the case of paragraph (1) (B) or (0), three 
months; 

(ii) in the case of paragraph ('2), six 17wnths; or 
(iii) in either case, any longe1~ pe7'iocl stip1.tlated by 

Jlntt'lwl agreement. en DEFINITIONS.-F07' the pnrposes of this subseotion-
(A) the term "((/'tide" includes any 1natel'ial, part, COlI1-

ponent, a/3sem b7y, machinery, equi]nnent, or othe)' personal' 
p7'0])e]·ty; 

(B) the tern?; "8trmdard rmn'l7u~rcial article" means,wUh 
l'esl'ert to any j7'scrd Jj('([}\ an (fl'ti('lp---

(i) wnirh eithe1' is custOJnm'ily maintained in stock 
by the contl'acto)' OJ' s71bcontJ'ar.tor or is 0tt'PI'Nl for 8117('. 

in acconZa'ncewith a price schedule regularly nwintainecl 
by the rontr((rtol' or su,bcontracto]', and 

(ii) from the sales of 'whirh by the ('ontJ'actor or .'mh­
cOJ/tracto]' at least /35 percent of the 'receipts or aCC7'Itals 
in such fiscal yeuJ'. OJ' of the aggregate receipts or accrlwJs 
in such fiRca7 y ea]' and the preceding fiscal year, are not 
(1Ditlwllt ?'egaJ'd to this subsection and 8ubsection (c) ()f 
tkis ser:tion) subjert to this title: 

(0) an article is~ ~oHh regpect to any jisr:al y ea}', '~ irlel1tical 
in every mateJ'ial respect ~Dith a standard commercial (tl,ticle" 
only 'lf-

(i) such artirle is of the so me kind ((nd manufar't/{I'f}d 
of the same or 8ubstitute lnaterials (without necessarily 
being of ideni1'ral s!,pcifications) as a standarrl commer­
cial art-icle /7 'om sales of ~Dhich the contractor OJ' 81lb­

contTacto?' Aas rereipts 0;-' acc'}'?w18 tIL i:f1lrn fiscal y ea)', 
(ii) 81trh a1,tirle is sold at rt pn"ce 1ok/cll is 'J?Nl80nably 

Coml)(lrable 1..fIith the price of such standanl cmn171eJ'cial 
aT-ticle, and 

(iii) at least 85 percent of the aggTcgate receipts or 
acc,),?tals in such fiscal year hy the cont1'(tr'to)" OJ' 81lbf?on­
h?(JetoT jJ'01n sa7es of such article and sales of s'uch stand­
ard c01nme)'cial article are 1Wt (1J)itllOut rer/ard to this 
subsection and subsection (c ) of this section) subject to 
this title; 

(D) the ter'l11 "se7'vice" means any proce8sing OJ' oth e]? ope'/'­
ation pe7'fonned by chem,ieal, elertrical. physical, or mec7wni­
cal methods directly on mate?'ials o~l'ned by another person,· 

(E) tIle tp1'7n "sta1Ulard commercial service" 'means, 1.Dith 
?'espect to any fiscal yea')', a se1?vice jl'01n the pe~'for7nance of 
~lJhich by the contractor 0)' S'ltbcontract01' at least $5 pel?cent 
of the ?'eceilJts or aCC1'uals in s1lch fiscal year are not (~()itlwut 
]'egaNl to th2'S subsection) subject to this title: 
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(F) a seJ'I:ice is, with J'e~p('ct to any fiscal year. ':reasonably 
cOillpal'able l.vith a standard rommeJ'cia7 service" only -if-

(i) such service is of the ,'lame OJ' a silnilaJ' Idnd, per­
formed ~with the same 01' sim .. ila.J' materials, and has the 
:)am .. e OJ' a ~i..milaJ' l'e!:JUlt, without necessarily involving 
hlentical opel'atioJls, ({S a ~tfl)/(laJ'(l comm.ercial service 
from the pe1'fonnance of '1(,11 iell the contJ'artor or 8ub­
('ontJ'act01' has Teceipts OJ' ({crJ'?w18 in such fiscal year, (ti)uZ 

(ii) at least 35 percent of tIle aggregate 1'eceipts or 
acc?'uals in such fiu..'al yea;' bV th e contr(lcto)' 01' subcon­
tl'{J,.ct01' from the peJ'foJ'manre of ,';llch se'J'vice and 8uoh 
standard COlJl1neTcial seJ'1)ice are not ('Lvithollt regard to 
tlds s·ubsect-ion) sub jed to thi8 ti t1 e ... and 

(G) the ter1n "standard commeTcial clas8 of articles" 
1ne(l"nS~ 'Lvith respect to any fiscal year, t'LOO or 1)101'e articles 
with respect to 'Lohich the following conditions w'e met: 

(i) at least o'ne of S'llCh a7'ticles either is C'llsto'mapily 
lnai-ntained in stock by the contractor or subcont1'actor 
01' is offered for sale il1. accordance 'L()ith a Twice schedule 
?'egula?'ly maintained' by the contractor 01' subcontractor, 

(ii) all of such articles are of the same kind and 1nan'll.­
fachu'ed of the same or substitute nwterials (without 
necessarily being of identical specifications), 

(iii) all of such articles are sold at l'easonably com-
parable prices, and . 

(iv) at least 35 percell t of the aggregate 1'eceipts 01' 
accruals in the fiscal yew' by the contTactor 0)' subcon­
tractor fr01n sales of all of such a?'ticles are not (without 
l'egard to this subsection and su~b8ection (c) of this sec­
tion) subject to this title. 

(5) lVAIVER OF EXElrIPTION.-Any contractor or subcontractor 
1nay 'LfJaive the exe1r~ption p7'ovided in pa?'agraphs (1) and (93) 
·with respect to his receipts o'}' accJ'uals in any fiscal year fr01n 
sales of any article 01' service b?J including a statel1wnt to sU'ch 
effect -in the financial state1nent filed by hhn for such fiscal year 
pUrS'llant to section 105 (e) (1), ~without necessa1ily waiving s'lwh 
exelnption with respect to receipts 0'1' accr'uals in such fiscal yea?' 
from sales of any othe7' article or sel'vice. A waive1',if 1nade, 
shall be unconditional, and no 'Ll'ail.'e)' nw,/! be made witho'ut the 
permission of the Board f01' any receipts OJ' accT"uals 1JJith respect 
to which the r:ontntct01' 0'1' subconf'i'(tctoJ' has pTevioufily filed an 
applicalion 'under paTagraph (8). 

(6) NONAPPLICABILITY DURING YATIOYAL Ej',IERGENCIEs.-Para­
g1'apns (1) and (93) shall not apply to mnounts received or 
accrued d'll1'ing a national eme)'fjency p7'oclaim.ed by the Presi­
dent, 01' declared by' the Oongress. aftel' the date of the enactnwnt 
of the Renegotiation Amendnwnts Act of 1.956.19 

SEC. 107. RENEGOTIATION BOARD. 
(a) CP.EATION OF BOARD.-There is hereby created, as an independ­

ent establishment in the executive branch of the Government, a Re­
negotiation Board to be composed of five members to be appointed 
by the President, by and with the advice and consent of the Senate. 

lB 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. 1\)56. 



22 RENEGOTIATION ACT OF 1951, AS AMENDED 

The Secretaries of the Army, the Navy, and the Air Force, respec­
tively, subject to the approval of the Secretary of Defense, and the 
Administrator of General Services shall each recommend to the Presi­
dent, for his 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 the 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 in the District of Columbia, but it or any division 
thereof may meet and exercise its powers at any other place. The 
Board may establish such number of offices 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) PERSONNEL.-The Board is authorized, subject to the Classifi­
cation Act of 1949 and the civil-8ervice laws and 'J'equlations,20 to em­
ploy and fix the compensation of such officers and employees as it 
deems necessary to assist it in carrying out its duties under this title. 
The Board may, with the consent of the head of the agency of the 
Government 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 necessary travel expenses and a per diem in lieu of subsistence 
in accordance with the Standardized Government Travel Regulations 
while away from their homes or official station on duties of the Board. 

(d) .DELEGATION OF POWERs.-The Board may delegate in whole or 
in part any function, power, or duty (other than its power to pro­
mulgate regulations and rules and other than its power to grant per­
missive exemptions under section 106 (d)) to any agency of the Gov­
ernment, including any such agency established by the Board, and may 
authorize the successive redelegation, within limits specified by it, of 
any such function, power, or duty to any agency of the Government, 
including any such agency established by the Board. But no function, 
power, or duty shall be delegated or redelegated to any person pur­
suant to this subsection or subsection (f) unless the Board has 
determined that such person (other than the Secretary of a Depart­
ment) is responsible directly to the Board or to the person making such 
delegation or redelegation and is not engaged on behalf of any Depart­
ment in the lnaking of contracts for the procurement of supplies or 
services, or in the supervision of sU'ch activity; and any delegation or 
redelegation of any function, power, or duty pnrsuant to this sub­
section or suhsection (f) shall be revoked by the person lnaking such 
delegation or redelegation (or by the Board if made by it) if the 

2() Matter in italics in section 107 (c) was substituted by Pub. Law 870, 84th Cong .. 
approved August 1, 1956, for "(but without regard to the civil-service laws and 
regulations) ". 
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Board sl~all at any time thereafter determine that the person (other 
than the Secretary of a Department) to whOln has been delegated or 
redelegated such function, power or duty is not responsible directly 
to the Board or to the person making such delegation or redelegation 
or is engaged on behalf of any Department in the making of contracts 
for the procurement of supplies or services, or in the supervision of 
such activity. 

(e) ORGANIZATION AND OPERATION OF BOARD.-The Chairman of 
the Board may from time to time divide the Board into division of one 
or more members, assign the members of the Board thereto, and in 
case of a division of more than one member, designate the chief 
thereof. The Board may also, by regulations or otherwise, determine 
the character of cases to be conducted initially by the Board through 
an officer or officers of, or utilized by, the Board, the character of cases 
to be conducted initially by the various agencies of the Government 
authorized to exercise powers of the Board pursuant to subsection (d) 
of this section, the character of cases to be conducted initially by the 
various divisions of the Board, and the character of cases to be con­
ducted initially by the Board itself. The Board may review any 
determination in any case not initially conducted by it, on its own 
motion or, in its discretion, at the request of any contractor or sub­
contractor aggrieved thereby. Unless the Board upon its own motion 
initiates a review of such determination within ninety days from the 
date of such determination, or at the request of the contractor or sub­
contractor made within ninety days from the date of such determina­
tion initiates a review of such determination within 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 
mail to the contractor or subcontractor of its decision not to review 
the case. If the Board reviews any determination in any case not 
initially conducted by it and 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) determin­
ing the alnount, if any, of excessive profits, and forthwith give 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) DELEGAT,ION OF RENEGOTIATION FUNCTIONS TO BOARD.-The 
Board is hereby authorized and directed to accept and perform such 
renegotiation powers, duties, and functions as may be delegated to it 
under any other law requiring or permitting renegotiation, and the 
Board is further authorized to redelegate any such power, duty, or 
function to any agency of the Government and to authorize successive 
redelegations thereof, within limits specified by the Board. Notwith­
standing any other provision of law, the Secretary of Defense is 
hereby authorized to delegate to the Board, in whole or in part, the 
powers, functions, and duties conferred upon him by any other 
renegotiation law. 
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SEC. 108. REVIEW BY THE TAX COURT. 
Any contractor or subcontractor aggrieved by an order of the Board 

determining the amount of excessive profits received or accrued by such 
contractor or subcontractor may-

(a) if the case ,vas conduded initially by the Board itself­
within' ninety days (not counting Sunday or a legal holiday in 
the District of Columbia as the last day) after the mailing under 
section 105 (a) of the notice of such order, or 

(b) if the case was not conducted initially by the Board itsel£­
within ninety days (not counting Sunday or a legal holiday in the 
District of Columbia as the last day) after the mailing under 
section 107 (e) of the notice of the decision of the Board not to 
review the case or the notice of the order of the Board determining 
the amount of excessive profits, 

file a petition with The Tax Court of the United States for a redeter­
mination thereof. Upon such filing such court shall have exclusive 
jurisdiction, by order. to finally determine the amount, if any, of such 
excessive profits received or accrued by the contractor or subcontractor, 
and such determination shall not be revieViTec1 or redetermined by any 
court or agency. The court may determine :1S the amount of exces­
sive profits an amount either less than~ equal to, or greater than that 
determined by the Board. A proceeding before the Tax Court to 
finally determine the amonnt, if any, of excessive profits shall not be 
treated as a proceeding to review the determination of the Board, 
hnt shall be treated as aLproceeding de novo. For the purposes of this 
section the court shall have the same powers and duties, insofar as 
:tpplicable in respect of the contractor, the subcontractor, the Board, 
and the Secretary, and in respect of the attendance of witnesses and 
the production of papers, notice of hearings, hearings before divi­
sions, 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, Rnd 1121 
of the Internal Reyenue, Code in the case of a proceeding to redeter­
Inine 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 conrt, b)T the party at ViThose instance the witness 
appears or the deposition is taken. The filing of a petition nnder 
this section shall operate to stay the execution of the order of the 
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 boneL approved by such court. in such :1mount 
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 due under a determination of excessive profits by the Tax Court 
shall be refunded to the contractor or subcontractor with interest 
thereon at the rate of 4 per centum pel' annum from the date of 
collection by the United States to the date of refund. 

:n Matter in italics in section 108 was added by Pub. Law 870, 8-1tll Cong., approved 
August 1, 1956. This amendment is effective as of the date of the enactment of the 
Renegotiation Act of 1951. 
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SEC. I08A. VENUE OF APPEALS FROM TAX COURT DECISIONS IN 
RENEGOTIATION CASES. 

A declsion of the Tax Oow't of the United States 1l11.der section 108 
of thi,s Act may, to the extent 8ubiect to review, be 1'evie1Ded by-

(1) the United States Court of Appeals for the cirmtit in 'which 
is located the office to 1L-hich the ('ontractoJ' OJ' subcontractor 1Jwde 
Ids FedeTal income-ta.rJ 1'efl(}'n for the taxable year which cor~ 
responds to the fiscal yea)' 'l,vith 1'espect to 'which swch decis'ion of 
the Tax Court 10M made, OJ' if no such 1'et1l,?'n 'toas made for such 
taxable year, then by the United States Oou,rt of Appeals for the 
District of Oolwnbia, or 

(2) any United States Court of Appeals designated by the At­
torney Gene1Ytl and the cont1'actO}1 or subcontract01' by stipulation 
i'n writing.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 "TITH REGULATIONS, ETC. 
~ 0 person shall be helclliable for damages or penaJties 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 any sueh rule, regulation, or order shall thereafter be 
deolayed by judicial or other competent authority to be invalid. 
SEC. 111. APPLICATION OF ADMINISTRATIVE PROCEDURE ACT. 

The functions exercised under this title shall be excluded fr01n the 
operation of the Administrative Procedure Act (60 Stat. 237) except 
as to the requirements of section 3 thereof. 
SEC. 112. APPROPRIATIONS. 

There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisiolls and 
purposes of this title. Funds made available for the 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 Goyermnent designated to assist in carrying out this title. Funds 
so allocated or transferred shall remain available for such period as 
may be specified in the Acts making such funds available. 
SEC. 113. PROSECUTION OF CLAIMS AGAINST UNITED STATES BY 

FORMER PERSONKEL. 
Nothing in title 18, United States Code, sections 281 and 283, or in 

section 190 of the Reyised Statutes (U. S. C., title 5, sec. 99) shall be 
deemed to prevent any person by reason of service in a Department 
or the Board from acting as cOllllsel, agent, or attorney for prosecuting 
any claim against the United States: Provided, That such person shall 
not prosecute any claim against the United States (1) involving any 
subject matter directly connected with which snch person was so 
employed. or (2) during the period such person is engaged in employ­
ment in a Department or the Boarcl.~3 

22 Section 108A. was added by Pub. Law 870. 84th Cong .. approved Aug-ust 1. 1956. 
23 Section 113 was amended by Pub. Law 870, 84th Cong., approved A.ug-ust 1, 1956. by 

striking out "during the period (or a part thereof) beginning July 1, 1950, and ending 
December 31, 1953," before "from acting". 
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SEC. 114. REPORTS TO CONGRESS. 
The Board shall on or before January 1, 1957, and on or before Jan­

uary 1 of each year thereafter, submit to the Oongress a complete report 
of its activities for the preceding year ending on June 30. Such report 
shall include-

(1) the nU1nber of persons in the ernployment of the Board dwr­
ing such year, and the places of their employment; 

(2) the adm,inistTative e{1}penses inc'UJrred by the Boarrd during 
8uchyear; 

(3) stati8tical data relating to filings drwring such year by con­
tractors and subcontractors, and to the condruct and disposition 
d'uring s~tCh year of proceedings with respect to slach filings and 
filings made during previous years j 

(4-) an emplanation of the principal changes made by the Board 
during such year in its regulations and operating procedures; 

(5) the number of renegotiation cases disposed of by the Taw 
Oow,r't, each United States Oourt of Appeals, and the Supreme 
Oourt during such year, and the n'ltmber of cases pending in each 
such court at the close of such year j and 

(6) such other information as the Board deems appropriate.24 

TITLE_II-MISCELLANEOUS PROVISIONS 

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

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

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

(c) AMENDMENT OF THE RENEGOTIATION ACT.-Subsection (a) (4) 
(D) of the Renegotiation Act is amended by inserting at the end 
thereof 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 unless a claim shall have been filed with the 
Administrator of General Services (i) on or before June 30, 1951,25 or 
(ii) within ninety days after the making of an agreement or the entry 
of an order under subsection (c) (1) determining the amount of exces~ 
sive profits, whichever is later. A claim shall be deemed to have been 
filed when received by the Board or the Administrator, whether or 
not accompanied by a statement of the Commissioner of Internal 
Revenue showing the amortization deduction allowed for the renego­
tiated year upon the recomputation made pursuant to section 124 (d) 
of the Internal Revenue Code." 

(d) TRANSFER OF CERTAIN FUNCTIONs.-All powers, functions, and 
duties conferred upon the "'Val' Contracts Price Adjustment Board by 
subsection (a) (4) (D) of the Renegotiation Act, subj ect to the amend­
ment thereof by subsection (c) of this section, are hereby transferred 
to the Administrator of General Services. 

24 Section 114 was added by Pub. Law 870, 84th Co)ag., approved August 1, 195G. 
l!5 Subsec. (a) (4) (D) of the Rcne~otiation Act was further amended by Public Law 

183, 82d Cong., approved October 20, 1\)51, which changed "June 30, 1951" to "October 31, 
1951," and by Public Law 576, 82d Cong., approved July 17, 1952, which changed "October 
31, 1951" to '~Decembf)r 31, 195~." 
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( e) FUNCTIONS AND RECORDs.-Each Secretary of a Department is 
:a uthorized and directed to eliminate the excessive profits determined 
under all existing renegotiation agreements or orders by the methods 
enumerated in subsection (c) (2) of the R.enegotiation Act in respect 
of all renegotiations conducted by his Department pursuant to dele­
gations fronl the 'Val' Contracts Price Adjustment Board. The sev­
eral Departments shall retain custody of the renegotiation case files 
covering renegotiations thus conducted for such time as the Secretary 
deems necessary for the purposes of this section, and thereafter they 
shall be made available to the Renegotiation Board for appropriate 
disposition. The renegotiation records of the 'Val' Contracts Price 
Adjustment Board shall become records of the R,enegotiation Board 
on the effective date of this section. 

(f) R,EFUNDs.-Alll'efunds under subsection (a) (4) (D) of the 
Renegotiation Act (relating to the recomputation of the amortization 
deduction), all refunds under the last sentence of subsection (i) (3) 
of such Act (relating to excess inventories), and all amounts finally 
adjudged or determined to have been erroneously collected by the 
United States pursuant to a determination of excessive profits, with 
interest thereon in the last mentioned case at a rate not to exceed 4 
per centum per annum as may be determined by the Administrator of 
General Services or his duly authorized representative computed to 
the date of certification to the Treasury Department for payment, 
shall be certified by the Administrator of General Services or his duly 
authorized representative to the Treasury Department for payment 
from such appropriations as may be available therefor: Provided, 
That such refunds shall be based solely on the certificate of the Admin­
istrator of General Services or his duly authorized representative. 

(g) EXISTING POLICIES, PROCEDURES, ETC., To REUAIN IN EFFECT.­
All policies, procedures, directives, and delegations of authority pre­
scribed or issued (1) by the 'Val' Contracts Price Adjustment Board, 
or (2) by any Secretary or other duly authorized officer of the Govern­
ment, under the authority of the Renegotiation Act, in effect upon the 
effective date of this section and not inconsistent herewith, shall remain 
in full force and effect unless and until superseded, or except as they 
may be amended, under the authority of this section or ani other 
appropriate authority. All functions, powers, and responsIbilities 
transferred by this section shall be accompanied by the authority to 
issue appropriate regulations and procedures, or to modify existing 
procedures, in respect of such powers, functions, and responsibilities. 

(h) SAVINGS PROVISION.-This section shall not be construed (1) to 
prohibit disbursements authorized by the War Contracts Price Adjust­
ment Board and certified pursuant to its authority prior to the effective 
date of this section, (2) to affect the validity or finality of any agree­
lllent or order made or issued pursuant to law by the "Val' Contracts 
Price Adjustment Board or pursuant to delegations of authority from 
it, or (3) to prejudice or to abate any action taken or any right accru­
ing 'or accrued, or any suit or proceeding had or commenced in any 
civil cause; but any court having on its docket a case to which the 
War Contracts Price Adjustment Board is a party, on nlotion or 
supplemental petition filed at any time within four year8 after the 
effective date of this section, showing a necessity for the survival of 
such suit, action, or other proceeding to obtain a determination of the 
questions involved, Illay allow the same to be maintained by or against 
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the United States. If any such c({se has been disl1~issed by any cmtrt 
for failu:re to substitute for the lVar Oontracts Price Adjustment Board 
prim1 to the effective date of this sentence, su,ch case is hereby 1'evived 
and reinst(lted in such cmlrt as if it had not been dismissed.26 

(i) RENEGOTIATION ACT NOT .REPEALED.-Except as by this Act 
specifically amended or modified, all provisions of the Renegotiation 
Act shall remain in full force and effect. 

(j) DEFINITIONs.-The t~rms. whic~ are defined in the Rene.gotia­
tion Act shall, when used In tIns sectlOn, have the same meanIng as 
when used in the Renegotiation Act, except that where a renegotiation 
function has been transferred by or pursuant to law the terms "Secre­
tary" or "Secretaries" and "Department" or "Departments" shaH be­
understood to refer to the successors in function to those officers or 
offices specifically named in the Renegotiation Act. 

(k) EFFECTIVE DATE OF SECTION.-This section shall take effect 
sixty days after the date of the enactment of this Act. 
SEC. 202. PERIOD OF LIMITATIONS FOR RENEGOTIATION ACT OF 1948. 

No proceeding under the Renegotiation Act of 1948 to determine­
the aInount of excessive profits for any fiscal year shall be commenced 
more than one year after the mandatory statement required by the 
regulations issued pursuant to such Act is filed with respect to such 
year, or more than six months after the date of the enactment 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 
detennining 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 subcontractor for excessive profits with 
respect to which such proceeding was commenced shall 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 insert­
ing in lieu thereof the following: 

"( A) The term 'renegotiation' includes any transaction 
which is a renegotiation within the meaning of the Federal 
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 amolmt 
which constitutes excessive profits within the meaning u,s-

26l\Iatter ill italics in section 201 (h) was added by Pub. Law 764, 83d Cong., approved 
Septemher 1, 1954. 
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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' includes any purchase order 
or agreement which is a subcontract within the Ineaning 
assigned to such terIll by the applicable Federal renegotiation 
act. 

"(D) The term 'Federall'enegotiation act' includes section 
403 of the Sixth Supplemental National Defense Appropria­
tion Act (Public 528, 77th Cong., 2d Sess.), as amended or 
supplemented, the Renegotiation Act of 1048, as amended or 
supplemented, and the Renegotiation Act of 1951, as amended 
or supplemented." 

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

any person or circmnstance is held invalid, the validity of the remain­
der of the Act and of the application of its provisions to other persons 
and eircumstances shall not be affected thereby. 

o 


