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A84TH CONGRESS } SENATE { REPORT
18t Session No. 682

=

EXTENSION OF THE RENEGOTIATION ACT OF 1951

June 20, 19565.—Ordered to be printed

)
Mr. Byrp, from the Committee on Finance, submitted the following

REPORT

[To accompany H. R. 4004]

The Committee on Finance, to whom was referred H. R. 4904, a
bill to extend the Renegotiation Act of 1951 for 2 years, report favor-
ably thercon with amendments and recommend that the bill as

amended do pass.

The amendments are as follows: o

On page 1, beginning with line 7, strike out all through line 4 on
page 2 (sec. 2 of the bill as passed by the House).

n page 2, after line 4, insert:

8Ec.-2, (a): Section 106 (a) (8) of such Act (50 U. 8. C., App. 1216 (a) (8)) is
hereby. amended as follows: S ,

(1),.13,7 inserting ‘after ‘‘a standsr‘d\_commercia\ article’” in the first sentence
thercof “or a standard commercial service”;

(2) :Byiir‘jéertin‘%;?a,ft,er “such’ artiocle’ each place it appears in the first and
second sentences théreof “‘or such service'’; ,

(3§ By striking out “and” at the end of subparagraph (C);
(4) By redesignating subparagraph (%;to be subp. r’agrapfx (G); and
(6)- By 'inserting ‘after subparagraph (C) the following: -

“(D) “the term ‘servicé’ means any processing or other operation performed by
chemical, electrical, physical, or mechanical methods directly on materials owned
by aﬁo*‘: i:person; .y R T TR Y EAE Ry .w'“(.,_S\; TN P

“(E) ‘the term ‘standard commercial service’ means. a service v\{hich is custom-
arily: perforimed by ‘more than two persons for civilian industrial or commereial
requirements, or is reasonably comparable with'a service so performed; :

“(F) the term‘reasopably comparable’ means of the same or a similar kind,
performed with the same or.similar, materials, and having the same or a similar
result, without necessarily involvingidentical operations; and”, .~

(b) The amendments made by subséction ‘(a) shall apply'to contracts with the
Departments and subcontracts only to the extent.of the amounts received or ac-
crued by a contractor or subcontractor after December 31, 1953.

Bec. 3. (a) Section 108 (a) of such Act (50 U. 8. C,, App.. sec. 1216 (a)) is
hereby amended— RETA P

(1). by striking out the period at the end of paragraph (8) and inserting in
lieu thereof *: or";and ., .. .y :

(2. by.addfng at the end thereof & new paragraph as follows: . .

“(9) any contract, awarded as & result of competitive bidding, for the con-
struction of any huilding, structure,-improvement, or facility, other thag a
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. ‘*cbhti-é,‘istﬂfdlj’éhé” ‘oﬁs’t‘ﬁiﬁj on of housing financed with a mortgage or mort.
. @gages insured under the provisidns of-tifle VIII of the National Housing Act,
@ipow'or,,bétegﬁe: ameénded.” , y o
~"(b)' ‘The amendments made by subsection (a) shall apply'to contracts with the
Departments and sabconttdets only to tae cxtent of theé amounts received or ac-
crued by a contractor or subcontractor after December 31, 1964.

Sk, 4, (a) Section 106 (0) (2) of such Act (60 U. 8. C.,, App. 1216 (o) (2)) is
hereby amended to read as follows: .

“(2) DerFiNiTION,—For the purpose of this subsection the term ‘durable
productive equipment’ means machinery, tools, or other productive equipment,
wh(c‘.h,'%’aaa,q average.usefu Li(e.%f; more than five.yeaps,” = . . .,

(b?' The 'amendmeint . made by shbsection (a) shall apply only with’respest to
fiscal years (as defined’in section 103 (h) of the Renegotiation Act of 1951) ending
on or after-June 30, 1953, o

Sko. b6, (a) The Jolnt-:Committee - on -Internal Revenue Taxation, or any
duly authorized subcol mi,ttee‘zthi‘rﬁ'of, is hereby authorized and directed to make
a complete study in order to ‘Jetermine— ' e T

(1) whether there s any hecessity of extending the Renegotiation Act of

1951 beyond December 31,1956; and . '

(2) if any such further extensin fs fouiid' necessary, the extent to which
.. renegotiation of Governm ‘1'it,,co‘n§r?qts,£ljopgd-app'ly g{tety such date. .,
. " (b)"The Joiht' Commiftee shall, 'not 'latet 'than May 31, 1956, report' to the
Senate and the House of Representatives the resuits of the study conducted
pursuant to this section, together with such-recommendations as it deems necessary
or desirable, Aot bt .

(¢) For the purpose of making the study and report required by this section,
the Joint Committes, and the‘Chief of Staff of the Joint Committee, may exercise
any of the powers conferred upon thé Joint Committee and the Chief of Staff of
the Joint Committee by sections 8021 and 8023 of the Internal Revenue Code
of 1954; The provisions-of section 8023 (b) of suchiCode shall apply to requests
made under. the authority. of this subsoction to the same extent.as in the case of
other reqiiests made under the authority of section 8023 (a) of such Code, :

DESCRIPTION OF BILL . .

. Section 17of -thé bill is tlig'same as'the’ Houss 'provision‘'and exterds
the Renegotiation Actiof 1951 for ‘2 years, through Deceriber 31;
1956. The present Renegotiation Act is not ‘applicable to receipts
or accruals:iattributable /to*performance,: under contracts or. sub-
contracts, after December 31, 1954. . Unless the act is extended; the
corisidérable ‘amounts which ‘will 'be received or accrued by defense
contractors o subcontractors during the next 2 years will not be sub-

d

ject to renegotiation. - : e , :
Sec. 2. Your ¢ommittee has eliminated séction 2 of the' House bill.
This section added an amendment to section 102 (d) of the Renegotia-
tion Act of 1951 to provide that the profit limitations under the Vinson-
Trammel Act and the Merchant Marine Act shall not ‘apply to any
contract or subcontract if any of the receipts or accruals therefrom are
subject to the Renégotiation Act of 1951, or would be subject théreto
except for the provisions of section:106 of such-act, - . .~ . -
Your committee ‘received : protests .against' adoption of séction 2
from both the Comptroller General arid the Bureau of the Budget.
The letter from the Comptroller General is as follows: o
R " CoMPTROLLER GENEEAL OF TaB UN1TED: STiTES,
’ o tos Washington, June 8, 1866

.
it

Hon, Hanry Froop Bymb, @ . ...
Chairman, Commitlee on Finance, o
oo B v vUnited Stated! Senate. .
Dear Mg, CrarMAN: [t has come to our attention that ‘H. R. 4004,"84th
Congress, 1st seshion, entitted ‘A 'b,¢t'tio'é'x'te[id‘_tbe,Renegotiatipn‘Apt'01 1951
for 2 yeara” was passed by thé' House ‘of“Bepz-\,esentative?ﬁOn,.April 28, 19565, and
f& how beforé your commitfee fot ‘consideration. ' ' ¥ oo e
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. /The, {;rj purpose .the. mu ia to xge‘ g ﬁ 3 GoVe;‘nment’s ;i qgotiat@on
n it orl qr years egg f and it.js our view ha e probose

xtens on’ s hecess 8{rab Ié t otest thée G vernment 4 against the pay:
ment of éxdehslbe brioeb ih thé‘emitinued’nééd for'exéolition’of the national defenseé
prozram‘,fﬁ However; seption: 2; of the blll; by. addition.of the words:“or would: be

subject to:this title. e}we{»f( far ,t € provlsions of section. 106" tmay, ibe; ott).xllismée}
ory profit-limitation

authorizing, in gome instance xemption from all stat
prowaionggof those ooh?racts iﬁu? eﬁbobn‘%mots ‘Wiuoh’ ‘Mornlally WOuld bé ‘subjéct
to such provis%ons tinder the Vinson-Trammel Aoct, as'amendéd (34 U.'S: Q. 496)
oréeotioh 506'(b) ‘of theiMerohant: Matihe Act| 1936, a8 -amended{ (48 U. 8..C..
1155 «(b))i... For example, If the, Retegotiation, Board makes Y dpterminatxor;l
nyrsy mnb to section 106 (a) (8) of- tl‘e Renegoeatlo Act, that, contr&c wit
sm&)yards for the conetrdétion of naval of merohant vesséls'do fiot Have “‘a dirett
immediaté sonnedtidii withithd: natiohal ‘defense)’’  hny- exdess! profits iinder
those o%)nﬂ:léts woul% nogs be retigvﬁmbl%émder ’lt)he» rovzsions ‘of . ttlzat aotd .How-
ever, sihce. those.contracts would-have heen sul jeo eneogtiation under that
act except for the Board’s deter ination under se,o %on 10 69 1?23) e proﬁt
limitation ™ rovimons of ‘the’ anﬁéh-'l‘rammél Ac nor segtion’ 505 (b) "of the
Merchant Marine Aot wotild bé applioable, 0 thein’ "It should'bé'noted’ that the
Board’s ‘déterminations under: seotxon 106-(a) (8): ard mot: subjeot to;review.:-:
While the Houge, com(mttg report; does; 1ot, clgarly ; r;dwau; the intent. of t 3
amendment made’ R, .4 04 wp tpmk f;hq { effect of the & mendment coul
be more far—reaching tfl v have beén antiéi ated in' that ‘‘¢ould a.Ubw"iL
exemption of a’'6lass of’ céniraots and subcontraéts whioh the/Corigress his héréto-
fore consideréd':should be-subjeot’ to' profit-limitationis:: Considennf; that Navy
is an arm. of: our. ‘national ; defenﬂe and that the. merchant .marjne, is freq ;Ifntly
referred to:as the ‘fourth arm of efeqse," gt may be that the Reﬁego iation
would consider that contracts suguec to the, roﬁt-luﬁxtaﬂon provisions of 'the
'Vinson-’[‘rammel At or' '8&ction’ 505’ (b) of' the Merchant’ Mnrine Act of 1936
have's directiand immediate’ éonneotibn with-the national defense. ~-On the other
hand; it /is:difficult Lo 'perceive. any: purpese to be served by the ‘added language
other thgn ; royide; t,l;e means by’ which such contracts may, be exempted from

all statutory limitdtions on' proﬁts L
“Accord n%ly, We recorithend’ tHat ‘the words' “or would' 'be:subject to this title

except-for the provisions of ‘section: 106" be deleted in.order that the Goveérnment
may continue-to have positive, -statutory.. prot.eotxon ainst the paymeat of
excessive profits under either the provisions of the, Reneg Liation Act, the- Vmswn-
Trnmmel Act, or scction 505 (b) of the Merohant Marine Aet. v

mcerely yours, '
' JOBEPH CAxpnnpg, ‘
Comptroller Gencral of the United Stales.

In view of these protests, the committee' deemed it advisable to
strike out section 2,

Your committee has addéd a ‘néw'ection 2 to' the'bill thch would
give's stanidard comtercial getvice the satiie treatmeént as'is now dc-
corded & standard commereial article. - It ‘wids ‘brought to the atten-
tion ‘of the Committee that thé standard commiércial article exemption
was limited to the sale of goods'and thus excluded contractors or sub-
contractors who performed processing seryices of a standard commercial
character upon goods belonging to other persons. Examples of this
are textile finishing, heat treating, and plating. This amendment is
given the same eﬁ'ectnve date as the standard -commercial article ex-
emption.
~ Section 3 of the bxll a8 amended b your oomm:ttee prowdes for
a mandatory exemptlon of ‘compétitive-bid constructlon ‘contracts.
A similar exemption was contained in subsection (1) (1) (B) of the
Renegotiation Act of 1043. As under the Renegotiation Act of 1943,
the exemption is to be limited ‘to contracts awarded in conformxty

with the. reqmremerig for procurement by ‘formal advértising now set
forth in the Armed ices Procurémeént Act of 1947. 'The exemp-
‘tion provided in' this section is made not applicable to m hous-
ing construction ﬁnanced with'a mortgage or mortgagee under
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the provisions of title VIII of the:National Housing Act, as now’or
hereafter amended. The committee was advised by the chairman of
the Senate Banking and Currency Committee that that committee in
framing legislation providing for military housing had relied upon the
fact that such contracts would be subject to the Renegotiation Act,
The Renegotiation Board has no objection to the exemption con-
tained in this section, . .

Skc. 4. Your committee has added a clarifying amendment to the
definition of durable productive equipiment contained in section 106
(¢) (2) of the Renegotiation Act of 1951, as amended, This amend-
ment is necessary to cure an inconsistency created by the recent
amendment which extended the partial mandatory exemption for
new durable productive equipment. to prime contracts. As the law
is presently worded, & manufacturer who sélls an'item of new durable
productive equipment directly to the Governmént receives the exemp-
tion whereas he is not allowed the exemption if he sells the same item
to another manufacturer who incorporates it in e'qlllxipment which is
sold to the Government. Your committee believes that the exemption
should be granted in both cases. This amendment is made efféctive
to coincide with the effective date of the amendment extending the
new durable productive equipment provision to prime contracts.

Your committee has added section 5 to the bill which directs the
Joint Committee on Internal Revenue Taxation to make a complete
study of the Renegotiation Act of 1951. The purpose of this study
is to determine whether there is any necéssity for extending the
Renegotiation Act beyond December 31, 1956, 'and if so, whether it
should be limited to specific areas of procurement. It is intended
that. the study should -include, among other things, the effectiveness
of renegotiation in protecting the Government against excessive prices
as well as excessive profits. The report of the Joint Committee on
Internal Revenue Taxation is required to be made to the Senate and
the House not later than May 31, 1956.

CHANGES IN EXISTING LAW

_In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in .existing law made by the bill are
shown as follows (existing law proposed to be omitted is enclosed in
black brackets; new matter is printed in italics; existing law in which
no change is proposed is shown in roman):

RENEGOTIATION ACT OF 1951
* . * . * * * *

SEC. 102. CONTRACTS S8UBJECT TO RENEGOTIATION. * ... . ... . .

(a) In GENERAL.--The provisions of this title shall be applicable. (1) to all
-contracts with the Departments specifically named in se¢tion '103;{a), and related
subcontracts, to the extent of the amounts receiyed or accruéd by a contractor
‘or subcontractor on or after the first day of Jahuaty 1951, whether.siich contracts
or subcontracts were made on, beforé, ot after suoh'firat day, and (2)'td all cotitracts
-with the Departments designated :by- the: President under section- 103 (a), and
related subcontracts, to the extent, of the:amounts received or acorued by a con-
tractor. or. subcontractor on or. after, the first day of the first month beginning
after the date of such designation, whether such’ contracts or subc¢ontracts were
"made oh,’ before; or after such firdt day; ‘biit the provisions of this title shall not
‘be applicable to receipts or acoruals attributable to performance, under contracts

‘or subconiracts, after December 31, [1954) 1966, - . o}
. . . Tk . . .
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SEC. 106, EXEMPTIONS, . - | - - . o o }
" (8) ManpATory Exemprions,—The provisions of this title shall not apply to—
(1) any contract 'by a Deépartment with any Territory, possession, or
State, ‘or ‘any agency or: pélitical subdivision thereof, or with any foreign
government or'ahy agendy: thereof; or o _ e
(2) 'any. contract or subcontract for an agricultural commodity in its raw
or natural state, or if the commodityis not customarily sold or has not an
established market inits raw or natiiral state, in the first form or state,
beyond the raw or natural state, in whi¢h it {s customarily sold or in which
it-has an: éstablished 'tarket, The term “agricultural commodity’ as used
hercin shall includé but shall not be limited to— 4
(A) commodities resiilting from the cultivation of the soil such as
graing of ‘all'kinds; fruits, nuts, vegetables, hay, straw, cotton, tobacco,

sugarocane, and sugar beets; o
?B natural resins, saps, and gums of trees; _
O) 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 creamjor .. o o gt e
(3) any-contract:or subcontract for the product of a mine, oil or gas well,
or othér mineéral or natural deposit, or timber, which has not been"processed,
refined, or treated beyond the first form 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, electrio energy, water, communioations, or
transportation, when made in gfthgr case at rates not in excess of: 'ubl‘isi\ed
rates or oharges filed withy fixed; approved, or regulated by a public regu-
tatory body, State, Federaf;"or local, or at rates not in éxcess of unregulated
rates of suoﬁ‘a‘publio utility which are substantially as favorable to users
and consumers as are regulated rates, In the case of the furnishing or sale
‘of -transportation ‘by 'common’ carrier. bE water, this paragraph shall apply
only. ' tosuich furnis té’g'jpr?'sﬂlé"whi(}h‘ "sinbfefct” to’ the: jurisdiction, of the
Interstate Commerce Cominissidn'under Part IIT-of the Interstate Commerce
Act- or subject:t6 the jurisdictioni of the Federal Maritime Board nder the
Intercoastal ‘Shipping ‘Act, 1933; and-to such furnishing or sale in any case
in which'the Board finds that the regulatory aspects of rates for such furnish-
ing 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 Board, that excessive profits
(6) any contract or subcontract with an organization exempt from taxation
under- sectioh 1101:(6) of :the Intérnal Revenue Code, but only:if the income
from such’contract or subcontract is not includible under section 422 of such
code in computiig the urrelated business fiet income of such organization; or
(6) any contract which the Board determines does not have a direot and
immediate corinection with the national defense, - Thé Board shall prescribe
regulations designating those ¢lasses and types of contracts whioh shall be
exempt under this paragraph; and the Board shall, in: accordance with
‘regulations préscribed by 'it, exempt any individual contract notfalling
within any ‘such class or-type if it.determines that such contract does not
have a direct and immediate connection with the:national deferise. In
designating those classes:and types of contracts which' shall be exempt and
in exemptirig'any /individtal: contract under this paragraph/ the Board shall
consider as not having a direct’ or immediate connection with national defense
any contract for_the furnishing of materials or services to be used by the
United States, a: Department.or agendy-thereof, ifithe manufacturé and sale
of synthetic rubbers to ‘a private person.or to private persons which'are to
be used for hondefeiise purposes, If -the use by such:private person or
rsons shall be ‘partly for deféinsé and partly for noridefense purposes, the
oard shall consider as not_havihg a direct or’immediate connection with
national defénse that portion of the contract which is determined not'torhave
been used for:national defense purposes; - The method used in making such
determination shall be subjéct to approval by the ‘Board. Notwithstand-
ingsection 108 'of ‘this title, regulations prescribed by the Board under
this:paragraph;and any determination of the Board that a contract is or
i8 not exempt under this paragraph;: shall'not be reviewed or redetermined

by thé Tax Court or by any ‘other:court or agenoy; or. e
- (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 (8), of this subsection; or - : : . ‘
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(8) any contract or subcontract for the making or furnighing’of:a standard
' commercial artidle’or a slandard commercial service,unless; the Board makes a
specific.finding. that'competitive .conditions affecting the sale,of such article
:-or such sérvice arp.such as-will not reasonably prevent.excessive profits,. This
paragraph shall apply to any:such contract:or subeontract:only:if (1) the
contradtor or subcontractor files; at such time-and in such. form and detail
as the Board shall by regulatidns: prescribe,-such information and data as
may be required by the, Board under its regiilations for the purpose of enabling
- it, to, reach a!deocision:withirespect to the making of-a a:;pe«:iﬁc.j finding-under
- this' paragraph; and (2) within:a period of gix months.after the date of filing
of such information and data, the:Board fails to make a spceific finding that
. competitive ‘conditions affecting. the sale: of ,guch;artiole .oy stich service ars
such a8 will, not:reasonablyfﬁrevent, excessive; profits,tor;(8) within such six-
month perjod, the Board makes a specifj¢ finding that:competitiye.conditions
affecting the sale of such; article-or: such service are suchras will reasonably
‘prevent’ excessiveé profits.:.(Any. confractor or subcorntractor may waive the
exemption,provided in this:paragraph; with respect to receipts or.acoruals in
any fiscal year by including a statement to such effect in the financial state-
ment filed by such. conttactor:or subcontractor for such fiscal year pursuant
to section 1056 (e) :(1). . Any specific fiiding of the Board under this paragraph
shall not be réviewed or redetermined by any. court or agency other than by
. the Tax Court of the United States in a proceeding for a redetermination of
the amount. of excessive profits'determined by an order.of the:Board, For

the purpose of this: paragraph—; ..., e e e g
' (A): the term. ‘‘article’” -includes, any.-matgrial, part,, component,

assembly, machinery;‘équ(ifment; or-other personal property; ...,

(B) the term:‘“standard-commercialiartiole’- means an article—

- (1) whioch, in the normal course of business, is customarily. manu-
factured for stock,.and is:customarily maintained in stock by the
manifacturer or-any dealerj distributor, or other commercial agency

. for the marketing of:such. article;:or . :..., .. .. Coe
- (2) which js:manufactured and sold by.more than two.persons

- for general civilian industrial or commercial use, or which is identical
- in every material:respect with an article so manufactured and sold;
(C) the.term “identical in. every material respect’’ means of the same
kind, manufactured of the same or substitute materials, and having the
same-industrial or comnmercial use or uses, without necesssrily being of

identical specifications; [and}: = | E S o

(D) the term ‘‘service’’ means -any processing or other operalion per-
Jormed by chemical, electrical, physical, or mechanical methods directly on
malerials: owned by another person; , L ,

(E) the term “standard commercial service’’ means a service which is
customarily performed by more than lwo persons for civilian indusirial or
commercz;;zl requirements, or-is reasonably comparable with a service so
performed; - , B T ¥ N ‘

. (F) the term ‘'reasonably comparable” means of the same or a similar
kind, performed with the saame or similar malerials, and having the same or
-a simalaf resull; without necessaril}/ involving idenlical operations; and

L(D)J (@) the term “persons’” does not include any person under
eontrol.of, or controlling, or under common control with any other per-
soh considered for the purposes of subparagraph (B) (2) of this [para-
graph.} paragraph; or S s 4 ,

(9) any contract, awarded as a resull of compelitive bidding, for the construc-
tion of -any building, structure, improvement, or facilily, other than a coniract
Jor the conslruction of houaing financed with a morigage or morigages insured
under the protisions of title V111 of the National Housing Act, as now or here-

after amended, - . :
- (b) .Cost Arrowanoe.—In the case of a contractor or subcontractor ‘who
-produces or acquires the product of a mine, ofl ‘or gas. well, or other mineral or
natural deposit, or ‘timber, and processes; refines, .b‘ri‘trea‘f,e;such .o product to
-and beyond the first form or state suitable for industrial.use; or who produces or
‘acquires an agrioultural product and processes, refines, or:treats such a product
to and beyond:the first form or state. in' which it is customarily sold or in which
it has an established market, the. Board shall presocribe such regulations as may
.be necessary to'give such contractor or subcontractor a cost allowance substantially
-equifvalent to the amount which would-have been-reslized by duch-oontractor or
subcontractor if he bad sold such product st such first form or state. . Notwith-
standing any other provisions of this title, there shall be excluded from considera-
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tion in determining whether or not a contractor or subcontractor has recelved or
acorued excessive profits that portion of the profits, derived fromii:receipts and
acoruals stibject to the provisions of this title, attributable to  the“ifcrement in
value of the excess inventory. For the purposes of this subsection the term
“excess inventory’ means inventory of produects, hereinbefore déscribed in this
subsection;acquired by the contractor or subcontractor in the form or at the
state in which “contracts for siich 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 fulfill existing contraots or orders.
That portion of the profits, derived from recelpts and accruals subject to the
provisions of this title, attributable to the increment in value of the excess inven-
tory, and the method of excluding such portion of profits from consideration in
determining whether or not the contractor or subcontractor has received or
accrued excessive profits, shall be determined in accordance with regulations

prescribed by the Board.
(¢) PArTiAL ManpATORY EXEMPTION FOR DURABLE PropucTive Equip-

MENT,— b e e -

(1) In gENeRAL—The provisions of this title shall not apply to recelpts

or accruals (other than rents) from contracts or subcontracts for new durable

productive equipment, except (A) to that part of such receipts or accruals

which bears thie same ratio to the total of stich receipts or accruals as five

years bears to the average useful life of siich equipment as set forth in Bulletin

F of the Bureau of Internal Revenue (1942 edition) or, if an average useful

life i3 not so set forth, thén as estimated by the Board and (B) to receipts

and accruals from contracts for new durable productive equipment in cases

in which the Board finds that the new durable productive equipment covered

by such contracts cannot be adapted, converted, or retooled for commercial

use.

L(2) DerintTioN.—For the purpose of this subsection, the term “durable

productive equipment’” means machinery, tools, or other equipment which

does niot ‘become.a part of an end produet, or of an article incorporated
therein; and which has an average useful-life of more than five years,]

(2 I.')Eptmﬂo:v.——élf‘or the purpose of lhis subsection, the term ‘‘durable
productive equipment’ means machinery, tools, or other productive equipment
which has an average useful life of more than five years. -

(d) Permissive ExemrrioNs.—The Board is authorized, in its discretion, 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 contxja;c'é
price’ is_established, such as certain classes of (A) agreeritents for personal
services or for the purchase of real property, perishable goods, or commodities
the minimum price for the sale of which has been fixed by a publis regulatory
hody, (B)'léases and license agreements, and (C) agreements where the period
:}f) ';r)frigrmance under such contract or subcontract will not be in excess of

irty days. e . .

(3) any oontract or ‘subcontract or performance thereunder during a
specified period or periods if, in'the opinion of the Board, the provisions of the
contract are otherwise adequate to prevent excessive profits;

(4) any contract or subcontract the renegotiation of which would jeopard-
ize secrecy required in the'public interest; ; . ' L e s

(6) any subcontract or group of subt:onfrqcts not otherwise exempt from
the provisions of this section, if, in the opinion of the Board, it is not adminis-
tratively feasible in the case of such subcontract or in the casé of such grou
of subcontracts to determine and segregate the profits attributable to suc
subcontract or group of subcontracts from the profits attributable to activities
not subject to renegotiation. -

The Board may so exempt contracts and subcontracts both individually and by

general classes or types,
. * s » . * *

O



