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the Senate of February 12 (legislative day of January 20), 1951

Mr. GEORGH; from _the Committee on Fiﬁance; subuﬁtted'thé* fbllowing
"REPORT
[To aceompany H. R, 1724) o

The Committee on Finance, to whom was referred the bill (H. R.
1724) to ﬁrovide for the renegotiation of contracts, and for other
purposes, having considered the same, report favorably thereon with
amendraents and recommend that the bill as amended do pasa.

GENERAL STATEMENT

Your committee held hearings on H. R. 1724, at which represen-
tatives of the Defense Department and representatives of business
and industry appeared. After studying the bill and hearing the
testimony of “witnesses, your committee made the following major
changes 1n the bill: - , o

1. %[‘he minimum amount subject to renegotiation in any fiscal year
of a contractor or subcontractor is increased from $100,000 to
$500,000. | ] s | T

2. The exemptions contained in the House bill with respect to con-
tracts and subcontracts for agricultural commodities and for the
Eroduct,s of mines, oil and gas wells, and miners! or natural deposits

ave been broadened to conform to the exemptions contained in the
renegotiation law in effect during World War II.

3. In the case of contracts and subcontracts with a common carrier
for transportation or with a public utility, your committee has pro-
vided a new mandatory exemption. o .

4. Your committee bill also exempts from renegotiation any con-
tract with a charitable, educational or scientific institution, etc.,
exempt under. section 101 (6) of the Internal Revenue Code, pro-
vided that the income from such contract or subcontract is not
unrelated business income under the income-tax law. '
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5. The committee bill has also. provided for a partial mandatory
exemption in the case of subcontracts for durable productivé equip-
ment, - . . . o S

6. Your committee bill, like the House bill, provides for a Renego-
tiation Board to be composed of five members, all to be appointed
by and with the advice and consent of the Senate. The House bill
required all five members to be appointed by the President. Your
committee bill provides for one to he appointed by the President to
serve as Chairman, one edch to' be appointéd by the Secretaries of
the Army, Navy, and Air Force, respectively, subject to the approval
of the Secretary of Defense, and one to be appointed by the Admin-
istrator of General Services. Under the House bill the compensation
of each member of the Board was fixed at $12,500.. Under your com-~
mittee bill the compensation of ithe Chairman is fixed at the rate of
$17,500 and of the other members at the rate of $15,000 per annum.

7. Under the House bill the President is given the authority to
designate additional departments. whose contracts shall be subject
to renegotiation.' ‘Under the House bill, any department: exercising
functions in connection with the national defense might be designated.
Your committee bill limits this power of the President to departments
exercising functions having a direct and immediate connection with
the national defense. While a literal wording of the bill would re-
guire all contracts with the departments specifically named or those

esignated by the President to be renegotiated, your committee con-
templates that the Board by a judicious use of its power to make
{)ermissiv'e exemptions of contracts by classes or types will properly
imit the area of renegotiation where the contracts are not intimately
related to the defense effort. - o T : :

8. Under the House bill the profit limitation provisions of the
Vinson-Trammel Act are made inapplicable to any contract or sub-
contract if any of the receipts or accruals therefrom are subject to
this act. Your committee bill similarly suspends the profit limitation
provisions of the Merchant Marine Act of 1936.

9. Under the House bill renegotiation could apply to amounts re-
ceived or accrued after January 1, 1951, where the performance to
which the receipts or accruals relate occurred prior to July 1, 1950.
“Your committee bill limits the applicability of renegotiation to receipts
and accruals attributable to perFormance after Junc 30, 1950. -

10. Under the House bill losses under renegotiable contracts for
1 year cannot be offset against excessive profits for subsequent years.
Your committee bill relieves this situation to the extent of permittin
losses incurred on renegotiable business in one fiscal year to be carrie
over as allowable costs in the renegotiation of the contractor’s next
fiscal year only. = '

11. It was not clear from the House bill whether sufficient incentive
was provided to the contractor or subcontractor to reduce his costs
and increase his productivity by efficiency in the use of facilities, ma-
terials, and manpower. Your committee bill makes it mandatory that
favorable recognition be given to the efficiency of the contractor or
subcontractor, with particular regard to attaininent of quality and
quantity production, reduction of costs, and economy in the use of
facilities, materials, and manpower. e ‘ ' '

12. Under the House bill interest on unpaid renegotiation indebted-
ness accrued at the rate of 6 percent per annum. Your committee bill
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‘reduces the rate of interest to be:charged' in such cases to 4 percent:
: per annum and limits to 3 years the period during which interest shall
‘acerue in certain cases where the contractor has filed a petition with,
-the Tax Court,« Interest payable to the contractor on overcollections
is likewise reduced from 6 to 4 percent. , N :

13. Your committee bill adds & new provision to make it clear that.
renegotiable contracts or subcontracts which have been assigned to
banking institutions as collateral for loans are not subject to with-
‘holding for the renegotiation liability of their assignors. -

DiscussioN oF MaJor Provisions
. 1. THE DOLLAR LIMITATION

Under the House bill, no contractor or subcontractor may be
renegotiated for any year unless more than $100,000 subject to the
bill has been received or accrued by him, or persons under common
control with him. The Renegotiation Act of World War II had a
limitation of $100,000, which was later increased to $500,000. At
the time the recommendation for:the $500,000 limit was made,,
information available indicated that if the limit were left at $100,000,
the workload of the renegotiation agencies would be approximately five
times greater and that the additional recoveries resulting to the
Government would be very small. With the reduction in value of the
dollar since 1944, this problem is now much more serious. Experience
under the. World War II law indicated the difficulty in securing men
with experience and judgment to. exercise renegotiation functions,
There is a greater shortage of such men today than in 1944. Further-
more, to make the limitation as low as under the House bill would
create a considerable hardship on small business. It is believed that
any excessive profits which might arise in cases under the $500,000
limit would not be great enough to warrant renegotiation because of
the excess-profits tax. It is also the opinion of your committee that
raising the limit to $500,000 will enable the renegotiators to concen-
trate on the larger cases. . _;

. Your committee bill continues the $25,000 limit contained in the
House bill in the case of subcontractors whose income is derived from
commissions and fees based upon renegotiation contracts and sub-
contracts. : , : ~ :

Your committee bill also continues the ‘““floor” provisions of the
House bill so that no determination of excess profits to be eliminated
may be in an amount greater than the amount by which the receipts
or accruals exceed the “floor”” of $500,000 or $25,000, as the case
may be. - ‘

Ifike the House bill, the committee bill provides that if the fiscal
year of a contractor or subcontractor is a fractional part of 12 months,
the $500,000 or $25,000 limit, as the case may be, shall be reduced
to the same fractional part thereof. Your committee bill, however,
provides a special rule for a fiscal year beginning in 1950 and ending
in 1951. Insuch a case, the $500,000 amount, or the $25,000 amount,
is required to be reduced to an amount which bears the same ratio
to $500,000 or $25,000 as the case may be, as the number of days in
such fiscal year after December 31, 1950 bears to 365. However, this
requirement for reduction of the limitation for a fiscal year beginning
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in 1950 and ending.in 1951 will hot apply where the:contractor or
subcontractor has agreed to have renegotiated under this bill amounts
received or accrued in such year prior to January 1,.1951, -~ = ..
Your committee bill eliminates the provision in the House bill that.
in computing the $500,000 and $25,000 limitations with respect to
companies under common control, such computation shall be made
without elimination of intercompany sales. .. . . '

2. AGRICULTURAL AND RAW MATERIAL EXEMPTIONS

Your committee has adopted. exemptions relating;to contracts and
subcontracts for agricultural commodities and for products of mines,
oil and gas wells, and other: mineral and .natural: deposits and timber,
which are identical with the exemptious contained in the renegotiation
statute in effect during World' War IL. - -~ - . .

Section 106 (a) (2) of the committee bill grants an exemption to
any contract or subcontract for an agricultural commodity in its raw
or natural state, or, if it'is not customarily sold or does not have an
established market in such state, in the first form or state in which it
is customarily sold'or in which it has an established market. The
definition of agricultural product is' broad and includes not omly
products resulting. from the cultivation of the soil but also natural
resins, saps and gums of trees; animals, fish, and the produce of live
animals such as wool, eggs, milk, and cream. Unlike the House bill,
your committee bill does not limit the exemption to contracts or sub-
contracts with the producer of the agricultural commodity but applies
it to all contracts and subcontracts for an agricultural commodity
within the scope of the exemption." .

Section 106 (a) (3) exempts from renegotiation any contract or
subcontract for the product of a mine, oil or gas well or other mineral
or natural deposit, or timber, which has not been processed, refined
or treated beyond the first form or state suitable for industrial use.
It is intended by this exemption to exempt all products which would
have been exempt under the identical exemption contained in the
renegotiation statute in effect during World War II. Thus, this
exemption applies to contracts or subcontracts for the sale of pig iron,
which is the first form or state of iron ore which is suitable for indus-
trial use. This is to be contrasted with the provision in the House
bill which makes the exemption inapplicable to iron ore if it has been
processed, refined or treated beyond the first commercially marketable
state as described in the House bill. Similarly, this exemption is
intended to apply, as in the case of the comparable exemption in
effect during World War 1I, to zinc ores which bave not been: pro-
cessed, refined, or treated beyond the form or state of zinc ores and
concentrates, anodes, bars, oxide, powder and slabs. As was the case
under the statute in effect during World War 1I, certain by-products
resulting from processes designed to produce an exempted product are
also exempt. Examples of this are by-products resulting from the
processing of natural gas, such as natural gasoline, butanes, propanes,
and residue gas. : ‘ I

In order to place an integrated producer who acquires any of the
products described in section 106 (a) (2) and (3) or produces them
initially and processes them up to and beyond the last exempted form
or state on a parity with & producer who sells at the last exempted
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form or state, 'the Board is.required in section 106 (b) to prescribe
such regulatious as may be necessary to give such integrated producer
a. cost allowance substantially equivalent to the amount which would
have been realized by such producer if he had sold the product at
its last exempted form or state. - = ' e

Since contracts with the acquirer of a product at its last exempted
form or state are entitled to the same exemption as contracts with the
producer of such product under your committee bill, there has heen
added to section 106 :(b) & provision, similar to that contained in the
renegotiation statute in effect during World War II, whereby, to the
extent that the profits realized by a contractor or subcontractor by
reason of the increment in value of his excess inventory of the products
described in section 106 (a) (2) and (3) in the form or state in which
contracts therefor are exempted under such paragraphs are applicable
to receipts and accruals subject to the provisions of the act, they shall
be excluded from consideration in determining excessive profits. The
test as to whether or net any contractor or subcontractor ahs an excess
inventory of such materials turns upon whether or not the contractor
or subcontractor has in inventory quantities of such materials in
excess of the amount reasonably necessary to fulfill existing contracts
or orders. The method of determining: the portion of the profits ap-
plicable to receipts and accruals subject to this act realized by reason
of the increment in value of an excess inventory and the method of
excluding such portion of such profits from renegotiation will be set
out in regulations prescribed by the Board.

The following example: will show how the amendment operates.
A has, through the purchase of long cotton, 600,000 pounds of cotton
on hand on & particular date, which has a book cost of 30 cents a
pound. On this date, A has future orders which will consume only
100,000 pounds of such cotton. A thus has a long position of 500,000
pounds of cotton. The next contract that A takes is for Government
goods and requires the use of 500,000 pounds of such cotton. .On the
day A takes the Government contract, the current market price of
such cotton is 35 cents a pound. In such a situation A has placed
himsslf in & position to realize an inventory profit of $256,000. This
inventory profit, if realized, is not a manufacturing profit but is in
the nature of an investment or speculative profit which could be
realized. It has no relationship to the profits to be derived from the
Government corntract, and, therefore, represents a profit from an
excess inventory, which is excluded from renegotiation under the
amendment. o

8. PUBLIC UTILITY EXEMPTION

The House bill did not provide for an expressed exemption from
renegotiation in the case of contracts with common carriers or public
utilities. Your committee has added a specific mandatory exemption
in such cases. : .

‘The committee amendment exempis any contract or subcontract
with a common carrier for transportation or with a public utility for
gas, electric energy, water, communications, or transportation, when
madde 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.public utility. which are substantially as favorable to the users
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and consumers as are the regulated rates, In the case of transporta-
tion, by common carrier by water, the exemption applies only to such
furnishing or sale by the common carrier which is subject to the juris-
diction of the Interstate Commerce Commission under part III of the
Interstate Commerce Commission Act, or subject to the jurisdiction
og 3thes Federal Maritime Board under the Intercoastal Shipping Act,
1933. - : : : : '

It is believed desirable to specifically exempt contracts of this type
since the vendor is subject to regulation by a public regulatory body,
and where the vendor is not regulated the rates are substantially as
favorable to users and consumers as are the regulated rates. This
exemption will avoid possible complication between Federal and State
or local authority in these fields as well as between different Federal
departments or agencies.

4. CHARITABLE AND EDUCATIONAL BXEMPTION

The House bill contains no exemption of contracts or subcontracts
entered into with charitable, educational, and scientific institutions
exempt from taxation on the income from their related activities
under section 101 (6) of the Internal Revenue Code. ‘

Your committee bill adds a mandatory exemption with respect to
such contracts. It provides that any contract or subcontract with an
organization exempt from taxation under section 101 (6) of the
Internal Revenue Code is to be exempt from renegotiation where the
income from such contract or subcontract does not constitute unrelated
business income within the meaning of section 422 of the Internal
Revenue Code. This exemption would particularly apply to contracts
or subcontracts entered into with educational institutions to conduct
research activities.

5. SUBCONTRACTS FOR DURABLE PRODUCTIVE EQUIPMENT

A new partial mandatory exemption has been added by your
committee bill in favor of subcontracts for machinery, tools, or other
so-called durable productive equipment which does not become a part
of an end product or of an article incorporated therein and which is
not acquired by the purchaser for the account of the Government.
The exemption is limited to equipment of this description which has
an average useful life of more than 5 years. It is provided that there
shall be subject to renegotiation only that part of the receipts or
accruals from subcontracts for such equipment which bears the same
ratio to the total of such receipts or accruals as 5 years bears to the
average useful life of such equipment. Average useful life is stated
to be as specified in Bulletin %\of the Bureau of Internal Revenue or,
if not therein specified, then as estimated by the Board. o

The cost of long-lived equipment which does not become property
of the Government is ordinarily reimbursed to the owner over a period
of years in the form of the depreciation charge for the use of the
equipment on Government work. Reimbursement is completed, there-
fore, only when the entire service life of the equipment is exhausted-in
such work. Where only a fraction of the life is so'consumed, reimburse-
ment through ordinary means is also partial. It is therefore considered
proper that renegotiation should apply only to that portion of the
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profit which-corrésponds to the portion of the service life of the equip-
ment- that is exhausted in the performance of renegotiable contracis
and subcontracts.’ - - - b T

The method adopted in your committee bill -to effectuste this
principle,is' to invoke an arbitrary assumption talculated to'work
substantial over-all justice and at the same'time to provide a workable
rule. The assumption made is that the first 5 years of the service life
of equipment originally acquired for defense production will be de-
voted entirely to such work, and that the remainder of the service life
will be devoted to ordinary commercial work, Proceeding upon this
assumption, the renegotiable portion of the sales of such equipment by
suppliers is stated to be the proportion which 5 years is of its normal
service life. Thus, for 10-year equipment, one-half of the receipts, or
accruals would be subject. to renegotiation; for 15-year equipment,
one- third ; for 20-year equipment, one-quarter; and so forth, To apply
this rule, Bulletin F issued by the Bureau of Internal Revenue' is
designated as the measure of normal service life of durable equipment:
Where Bulletin F' does not specify such life for particular equipment,
the Board is to estimate the same. L : A

As stated above, the exemption does not apply to sales made
directly to the Government or for Government account. As used in
the bill, the phrase ‘“‘acquired * * * for the account of ' the
Government’’ means acquired pursuant to an arrangement by the
Government and the purchaser of such equipment, whereby title to
such equipment will, or may, at the option of the Government, vest
in the Government. ,

8. RENEGOTIATION BOARD

Your committee bill provides that the primary responsibility for
renegotiation of contracts shall be vested in an independent establish-
ment in the executive branch of the Government, to be known as the
Renegotiation Board. The organizetion of the Renegotiation Board
provided by your committee bill differs from that provided by the
House bill in that only the Chairman of the Board is to be appointed
by the President and the other four inembers are to be appointed one
each by the respective Secretaries of the Army, the Navy, and the
Air Force, subject to the approval of the Secretary of Defonse, and
one by the Administrator o¥) General Services. Your committee bill,
like the House bill, requires all five members te be appointed by and
with the advice and consent of the Senate.” Under the House bill all
five members of the Board were to be appointed by the President by
and with the advice and consent of the Senate. The provision for
the appointmen’ of four members by officials of the four indicated
aﬁencxes recognizes the fact that such agencies initiate substantially
o v SLLSLATAAY

of the contracts subject to renegotiation. - - ; :
Your committee bill also differs from theé House Bill in that the
compensation for the Chairman is fixéd at $17,500 per:annum’ and
the compensation for the othér membersis fixed at $15,000 per annum.
The House bill provides that each merber shall receive conapensation
at the rate of $12,500 per annum. * Your cominittee feels: 'that the
members 6f the Board must be men 'of the highest qualifications, both
as to integrity and experienced businiess judgrnient, in"order to properly
discharge their responsibilities. Therefore, the compensation must be
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at a rate commensurate with other governmental officials having
similar responsibilities. ; -

The House bill also provided that no member of the Board might
engage in any other business, vocation, or employment. ‘This provision
has been eliminated from your committee bill in order that the selec-
tion of Board members shall not be unduly circumscribed.. It is
intended that Board members shall devote their full time to the
performance of their duties as such, and it is believed that the pro-
vision for Senate confirmation of Board appointments will afford
adequate :)V%)ortunity to insure that no outside interests of anwv
appointee interfere with the proper discharge of his responsibilities
as & Board member, :

7. DEBIGNATION OF ADDITIONAL DEPARTMENTS BY THE PRESIDENT

This subject is fully discussed in paragraph 7 of the general state-
ment,

8. BUSPENSION OF PROFIT LIMITATION PROVISIONS OF MERCHANT MARINE
i ACT

Subsection (d) of section 201 suspends the profit limitation provi-
sions of the act of March 27, 1934 (Vinson-Trammel Act) and of sec-
tion 505 (b) of the Merchant Marine Act, 1936, with respect to any
contract or T{x)bcontract if any of the receipts or accruals therefrom
are subject this act. The House bill suspends only the profit
limitation provisions of the Vinson-Trammel Act. '

9. CONTRACTS SUBJECT TO RENEGOTIATION

It is provided in subsection (b) of section 102 that even though a
contractor or subcontractor receives or accrues amounts on or after
January 1, 1951, such amounts shall not be subject to the provisions
of title I if such receipts or accruals are attributable to performance
prior to July 1, 1950.

Subsection (c) corresponds to section 102 (b) of the House bill but
represents a departure from the provisions of the House bill. It is
provided by subsection (c) that the Renegotiation Act of 1048 shall
not be applicable to any contract or subcontract to the extent of the
amounts received or accrued by a contractor or subcontractor on or
after the 1st day of January 1951 and atiributable to performance
after June 30, 1950. Thus, with one exception, the Renegotiation
Act of 1948 cannot apply to any amounts received or accrued by a
contractor -or subcontractor on or after January 1, 1951. The
exception is that the 1948 act would continue to apply to any amounts
received on or after January 1, 1951, if such amounts are attributable
to performance prior to July 1, 1950. s : v

ubsection- (¢) also provides that if a contractor having a fiscal
year beginning 1n 1950 and ending in 1951 has receipts or accruals
%rior to January 1, 1951, from contracts or subcontracts subject to the
enegotiation Act of 1948 and also has receipts or accruals after
December 31, 1950, to which the provisions of title I are applicable,
the contractor or subcontractor and the Board may agree that the
provisions of title I shall be applicable to all such receipts or accruals
and in the event of such an agreement the Renegotiation Act of 1948
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shall not apply to any of the. receipts or accruals for the fiscal: year,
This provides a means of avoiding the conduct of two renegotiation
proceedings with respect to one fiscal year. : - : »

10, ONE YBEAR CARRY-OVER OF LOSS.

Your committee bill contains a provision permitting the excess of
costs paid or incurred with respect to renegotiable contracts and
subcontracts in any fiscal year over the amount received or accrued
in such fiscal year to be carried over and applied as an item of cost in
the next succeeding fiscal year, subject to regulations of the Board.

It is deemed desirable to allow such losses to be reflected in the costs
for the succeedin%year,' particularly because such losses are frequently
incurred at the beginning of production under such contracts as a
result of tooling-up, starting-load, and other nonrecurrent charges.
This is particularly true with respect to new items not previously
manufactured by the contractor or subcontractor. It is not believed
that any major administrative difficulty will result from this amend-

ment.
11. RECOGNITION OF EFFICIENCY

Section 103 (e), which defines excessive profits, states the factors
which are required to be taken into consideration in every case in
determining the existence and amount of excessive profits. Among
these factors, in the House bill as in the renegotiation law in effect
during World War 11, is ‘“efficiency of contractor or subcontractor,
with particular regard to attainment of quantity and quality produc-
tion, reduction of costs, and economy in the use of materials, facilities,
and manpower.” o L o

Your committee believes that this statement of the efficiency factor
fails to require that favorable consideration be given thereto. It is
considered that a provision requiring favorable recognition of this
factor will promote efficient operations by furnishing a strong practical
incentive therefor. Accordingly, instead of requiring merely that
efficiency be ‘““taken into consideration’” in -determining excessive
profits, 1t is now provided that “favorable recognition must be given”
to this factor in making such determinations. The remaining F&ctors

set forth in the House bill remain unchanged.

12. INTEREST

The House bill provides that interest shall accrue on unpaid. rene-
gotiation indebtedness at the rate of 6 percent per annum. Your
committee bill provides that such interest shall accrue at the rate of
4 percent per anhum. - e
" In addition your committee has modified the interest provisions of
the House bili“in several other respects. It has provided that no
interest shall accrue after 3 years from the ‘date of filing a petition
with the Tax Court pursuant to section 108 of the bill in any case in
which there has not'been a final determination by the Tax Court with
res‘?ect,to-gp_ch petition within such 3-year period, . . .
~ Your committee bill 'also provides that, in'the évent tHat the Tax
Court, determines excessiye profits in a lesser amount than the amount
detéermined ' By ‘the Boatd, 'no interest shall accrue om the' lesser
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amount determined by the Tax Court, where prior to_the filing of the
petition with. the Tax Court, the contractor tendered in payment an
amount equal to or greater than the amount determined by the Tax
Court. Even though the Board has already issued an order, it would
of course have the right to accept such a tender made prior to the
filing of a petition with the Tax Court. ‘

- In addition to the foregoin% ]Frovisions with respect to the accrual
of interest, your committee bill provides that interest shall accrue
from the thirtieth day after the date of the order of the Board or
from the date fixed for repayment by agreement of the parties instead
of, as provided in the House bill, from the date fixed for repayment
by order of the Board or by agreement of the parties. o
" Finally, your committee bill provides that in the case of an over-
eollection of excess profits, any amounts refunded to the contractor
or subcontractor shall be refunded with interest thereon at the rate
of 4 percent per annum instead of 6 percent per annum.

18. ASSIGNMENT OF CLAIMS

Your committee has added a new provision to protect banking
institutions against the issuance of withholding orders as a means of
collecting excessive profits of contractors or su%conbra:ctors who have
assigned .their contracts or subcontracts to such institutions as col-
lateral for loans. It is considered that this protection will facilitate
the execution of the national defense program by enabling banks,
trust companies, and other financing institutions to advance funds
needed by contractors and subcontractors without incurring the
liability that money due or to become due under the assigned contract
or subcontract may be withheld for the collection of the renegotiation
liabilities of their assignors. - .

Discussion or MiNor CHANGES MADE By THE SENATE FINANCE
ComMITTEE BILL

A. RECONSTRUCTION FINANCE CORPORATION INCLUDED IN THE
DEFINITION OF DEPARTMENTS

Under the House bill the Reconstruction Finance Corpors.tion was
not included in the definition of departments whose contracts, and
related subcontracts, are subject to renegotiation. Its contracts and
subcontracts were subject to renegotiation under the World War II
statute. The Reconstruction Kinance Corporation has reguested
through its Chairman that it be included in the 1951 statute as a
named Department for the reason that its synthetic rubber, tin, and
abacé operations are within the area of contracts for defense materials
which are properly subject to renegotiation. Your committee, there-
fore, has included this agency as a Department whose contracts, and
_related subcontracts, wxﬁ be covered.

B, PARTNERSHIP FISCAL YEAR

In this subsection, the definition of the term “fiscal year” has been
modified to mnake it clear that the Board shall not have the right to
determine the fiscal year of a partnership in all cases, but only in those
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cases where a readjustmeént of partnership'interests occurs. In other
words, where a partnership completes an entire fiscal year without any
change of membership or other readjustment of intérests, its fiscal
year 18, as.in the case of any other contractor or subcontractor, its
taxable year under chapter 1 of the Intérnal Revenue Code. It is
only where the composition of a partners,hl})l changes before the com-
pletion of a full fiscal year by reason of the death, withdrawal, or addi«
tion of a partneér, or other cause, that the Board is empowered to deter-
mine, for purposes of renegotiation, the fiscal year of the partnership
or partnerships involved. Difficulties encountered in the administra-
{,)ion of guii renegotiation law in effect during World War II w.uld thus
e avoided. o . o

C. MANDATORY CONSOLIDATION OF AFFILIATED GROUPS

Under the House bill, by agreement with any contractor or sub-
contractor, and pursuant to regulations promulgated by it, the Board
may in its discretion conduct renegotiations on a consolidated basis
in order properly to reflect excessive profits of two or more related
contractors or subcontractors. The Finance Committee has added
an amendment which requires the Board to conduct renegotiation on
a consolidated basis with a parent and its subsidiary corporations
which constitute an affiliated group for Federal income-tax purposes.

The Board is required to make this consolidation only where the
corporations involved request such consolidation and consent to such
regulations as the Board shall prescribe with respect to the deter-
mination and elimination of excessive profits of such group.

D. NET WORTH

Under your committee bill the Board, in determining excessive
profits, is required to-consider the factor of net worth, with particular
regard to the amount and source of public and private capital em-
?loyed. Under the House bill the Board was required under this
actor to consider only .the reasonableness of réeturn on net worth.
Your committee believes that the House bill is too restrictive, since
the reasonableness of return on net worth might not in many cases
be an adequate measure of fair profits. -

—

E. SUBCONTRACTS

Your committee bill restores the provision of the World War II
law specifically excluding from the term“subcontract’’ any purchase
order or agreement to furnish office supplies, ° '

¥, 8TAY OF COLLECTION

Under the House bill the filing of a petition with the Tax Court
operates as a stay of the execution of an order of the Board if, within
b days after the filing of the petition, the petitioner files with the
Tax Court a good and sufficient bond, approved by such court, in
such amount as may be fixed by the court. - Your committee extends
this' 5-day 'period to 10 days in order that the petitioner may have
adequate time to secure a bond.
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@, ACCOUNTING METHODS

Your committee made several technical changes in section 103 (j)
of the House bill setting forth the standards for allowance of costs
and expenses for renegotiation purposes. The word ‘books” is
changed to “records” because books may be only records of cost
allocations, etc., for various management or control purposes. The
last sentence of this subsection appears redunddnt and contradictory
and is, therefore, eliminated.

. H. EMPLOYMENT OF BOARD PERSONNEL

Under your committee bill the Board may employ personnel without
regard to the civil-service laws and regulations. This amendment is
deemed necessary in order that the Boz:d may secure qualified and
experienced personnel. The House bill required such employment
to be subject to the civil-service laws and regulations. Like the
House bill, the Finance Committee bill requires the compensation of
such personnel to be subject to the pay limitations of the Classification
Act of 1949. o ‘

I. TREATMENT OF RECOVERIES

Your committee bill' provides that all money recaptured shall be
covered into the Treasury as miscellaneous receipts. The House bill
provided that all money recovered in respect of amcunts paid to the
contractor from corporate or other revolving funds should be restored
to such funds. Your committee believes that all inoneys recaptured
- by rencgotiation should be covered into the Treasury.

J. PROSECUTION OF CLAIMS AGAINST THE UNITED STATES BY FORMER
S : PERSONNEL

The House hill provides that certain speciﬁed provisions of law
shall not prevent any person, by reason of service prior to January 1,
1954, in performance of duties required by the act, from acting as
counsel, agent, or attorney for prosecuting claims against the United
States after such person is no longer employed in a department or the
Board. Your committee bhill extends this provision to any person
employed in a named or designated department or the Board during
the period (or a part thereof) beginning July 1, 1950, and endin
December 31, 1953. A similar provision was included in the Worl
War II statute. This provision is necessary in order to secure experi-
enced professional personnel in the performance of duties connected
with the defense effort. ' ’ L

SECTION-BY-SECTION ANALYSiS OF THE BILL
. TITLE I—RENEGOTIATION OF C‘QNTR:AC,TS T
- SECTION 101. 'ng:émnuxoxf OF POLICY .

This section tgkes cognizahée of the extensive funds that have been

provided for the-execution. of the national defense program, and de-

clares iti to be:the considered. policy of the Congress, in the interests
of the national defense and the general welfare of the Nation, that
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excessive ‘profits from contricts made with the United States, and
from related subcontracts, be eliminated as provided in.the bill. .
SECTION 102, COVERAGE OF THE ACT: :
" The provisions of title I are made applicable. to.all contracts, with
the departments specifically pamed in the bill, and related subcon-
tracts, to the extent the amounts received or accrued:by a contractor
on or after January.l, 1051, irrespective of whether such contracts
were made on, before, or after January 1, 1951, provided such receipts
and accruals are not attributable to performance. under sich contracts
or subcontructs prior to July 1,1980, - .. .. ..
The provisions of title I are also made ap‘i)licable to all contracts
with the departments designated by the President pursuant to author-
ity granted in the bill, and related subcontracts, to the extent of the
amounte received or sccrued by a contractor or subcontractor on. or
after the first day of fhe first month beginning after the ate of such
designation. Here again the provisions of this title shall a-pfly regard-
less of the date of the affected contracts or subcontracts so long as the
amounts -received or accrued after the first day of .the first month
following the date of designation are not attributable to: performance
under such contracts or subeontracts prior.to July 1, 1950. . ,
~ The provisiond of this.title are made ‘inapphcai)le ‘to. receipts or
accruals attributable to performance, under contracts or subcontracts,
after December 31, 1953. Amounte received or accrued after Decern-
ber 31, 1953, will be subject to the title only if such rece(if)ts or accruals
aré attributdble to performance prior to: that-date, and renegotiation
shall not- apply; to amounts:received or accrued on or prior to Decem-
ber:31,.1958, if such receipts or accruals are attributable to perform-
ance:subsequent to that date.... . - . .
" It is provided in-subsection (o) that the Renegotiation Act of 1948
shall not -he applicable to' any contract.or subcontract to the extent
of the anlounts received or accrued -by & contractor or subcontractor
on’or after January.1, 1951, and attributable to performance after
June:30,°1950. 0 oo Toreo sl L T e g T
.::Subsection (c) &lse: provides: that, if a contiactor having a ﬁscal
yéar: beginning in 1950 dnd ending in:1951.has receipts or accruals
prior to January 1, 1951, from contracts or subcontraots subject to the
Renégotiation: Act of - 1048 and. also has, ,rece;'gta or acgruals after.
Decembet 31, 1950, to whinh :the provisionsiof title I are applicable,
the contractor: on subcortrictor and: the Board; may. agree that. the
provisions of title I shall be applicable: to:all:such receipta or accruals
and inithe event:of such:an agreément. the ~Benof§tmthm Aot of 1948
shall 'hot. apply to' any of: the Feceipts or accruals for; the; scalyear
{ It is‘ptovided im:subséction (d) that:the profitlimitation provisions
of ithe act 'of March:27, 11934 (Vihson-Ttammell- Aet)’ and section
505 (b) of the Merchant Marine Act, 1936, shall not a p1£ to any
contract or subeantract if, any of the receipts or accruals, therefrom
are gubject to this title.
ETESR AT IR SN SRR TR EPETS S PR oY TLyoira
St e o0 ol SDCTION 108 DEFINITRONS - -« .l o0y
anidy ot ol e e e i 6oty el e piol D et i iglig)
- &or. the purposes.of this title,, @ﬁw*«em' {De aytment’” is defined
mear the Jepartments. of, Defonsd, Army, Nayy, Aif Force; and
8. Repts., 82-1, vol, 1——59
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Commerce, the Géneral Services Administration; the:Atomic Energy.
Commission,. the Reconstruction Finance Corporation, and such-othep
aguncies of the Government exercising functions having a direct and
immediate connection with the national defense as the President shall
designate. . . ) . . )
""The definition ‘of “excessive profits” contained in'the bill states
that, in determining excessive profits, favorable recognition must-be
given to the efficiency of the contractor or subcontractor, with par-
ticular régard to attasinment of quantity and quality production;reduc~
tion of costs, and eéonomy-in the use of materials, facilities, and man
power, - This definition also sets forth certain fastors to ‘be taken into
consideration in cqnnection with determining excessive profits. These
Factors are: Reasonableness of costs and profits, with particular regard
to volume of production; normal earnings; and comparison of war-and
peacetime products; the net worth, ‘with' particular: regard: to  the
amournt and source of public and private capitdl employed; extent of
risk assumed, including the fisk incident to-reasdnablej{pricing;p'olicies;
nature and extent of contribution to the defense‘effort, including inven-
tive and developmental contribution and cooperation with the Govern-
ment and other cohitractors in supplying technical assistance; character
of business, including source and ‘nature of ‘materinls,’ complexity. of
manufacturing technique; character and extent of subcontracting, and
rate of turn-over; and 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. C S PP R
“Profits derived from contracts and subcontracts’’: subject: to this
title are defined to mean the excess of the amount received or accrued
thereunder over the costs paid ‘or incurred with respect thereto and
determined to be allocable thereto. All items estimated. to be allow-
able as deductions and exclusions under:chapter 1 of:.the Internal
Revenue Code (excluding taxes measured: by income) -are; to' the
extent allocable to such contracts and subcontracts, allowed as items
of cost, but no amount is allowed as an.item of cost by reason of the
application of a carry-back. There is allowed as an item of cost &
carry-over of a loss on renegotiable business in the preceding year.
Such costs generally are to be determined in accordance with- the
method of accounting regularly employed by the contractor or sub-
contractor in keeping its records. Federal income taxes:are not allow-
able as items of cost. However, afterithe excessive profits have been
determined, éredit is allowed- for any Federal income 'and. excess-
profits taxes paid with respect thereto, = - - ool
In addition to the foregoing, this section contains definitions: of
the following terms: “Secretary,”. ‘“Board;” ‘‘subcontract,’’. ‘“fiscal
year,” ‘_‘renegotiate,” “renegotiation,” “received or accrued,” “paid
or irt}g}lrred,’ “person,” “materials,” and ‘*‘agency of the Govern-
ment, : ~ Lo R PN

[ B A T o)

SECTION 104, RENEGOTIATION CLAUSH IN CONTRACTS e
st s e e e

This section requires the Secretary of each department to whose
contracts the provisions of this:title are applicable to insert in each
contract .a provision whereby the cantrgctor agrees to the elimination
‘of excessive profits-through renegotiation, and fo’ cértain prcedures
relating to the repaymeht%f'éuch'éx'dessi've‘ profits, anid ‘agrees:to insert
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a similar provision in each subcontract entered into by such contrac-
tor, : The section provides specifically that the proyvisions of this title
will apply to a contract or subcontract within the purview of . thig
title, whether or not such contract or subcontract contains a renegotia-
tion clause. o R e P

' SECTION 106, RENEGOTIATION PROCEEDINGS .-

Renegotiation proceedings are commenced by the mailing of notice
to that effect, by registered mail, to the contractor or subcontractor.
The Board then endeavors to make an agreement with the contractor
or subcontractor with respect. to. the elimination of excessive profits,
if any. :If no agreement is concluded, .the Board issues an org,er,_de,—
termining the amount, if any, of such excessive profits, giving notice
thereof by registered mail to the contractor or subcontractor,. Unless
& timely petition is -filed with the Tax Court of the United States, such
order is final and conclusive and not subject to review or redetermina-
tion by any court or other agency. e
'+ Provision is made that renegotiation shall be conducted with respect
to: the aggregate of the amounts received. or accrued by a contractor
or subcontractor under subject contracts or subcontracts during his
fiscal year or such other period as may be fixed by mutual agreement,
and not separately with respect to-amounts received or accrued under
separate contracts or subcontracts.: However, at.the request of .the
contractor or subcontractor, the Board may renegotiate amounts re-
ceived or accrued under any one or more :separate contracts or sub-
contracts. The Board is also guthorized in its discretion, by agree-
ment with a contractor or subcontractor, to conduct renegotiation on
a consolidated basis in order properly to reflect excessive profits -of
two or more related contractors or-subcontractors. -. The Board must
conduct renegotiation on a consolidated basis with a parent and its
subsidiary corporations which constitute an affilisted group under the
Internal Revenue Code if-all of the corporations request such consgl-
idation and- consent to the regulations prescribed by the Board. . In
any case where a determination of excessive profits is made by order,
the Board is required, at the request of the contractor or subcontrac-
tor, to furnish a statement of the amount of such determination, of
the facts used as a basis therefor, and of its reasons for such determi-
nation; but such statement may rot be used in the Tax Court of the
United States as proof of the facts or conclusions stated therein. :

The amount of excessive profits having been determined, whether
by agreement or order, the Board is required. in:subsection (b) to
suthorize and direct the Secretaries or:any one 'of them to eliminate
such excessive profits by:reduding the amounts othérwise payable to
the contractor; by withholding from amounts otherwise due to-the
contractor; by directing any person:-having a contract:with:any agency
of the Government, or any subcontractor thereunder; to.withhold for
thé account of the United States from any amounts otherwise dué from
such person or subcontractor to the contractor or subcontractor having
‘excestive profité to be’eliminated; by recovery from thé contractor or
subcontractor or from any person or subcontractor; directed to with-

(old ‘as’ above stated; 'th(gu‘g’h‘ payment, repayment; credit, or suit; or
by ‘any ‘combination ‘of thess:methods deemed: desirable. -Interest at
the raté of 4 percent i8 pidyabld on unpaid:excessive profits from the
thirtieth day after the date of the order of the Board orifrom the date
fixed for repayment by agreement.
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Actions in the appropriate courts of ¢he United States may. be
brought to recover excessive profits determined and not withheld or
otherwise eliminated. :

The surety under a contract or subcontract is not liable for the res
payment of any excessive profits thereon. L

Subsection (b) (5) provides that nothing in this subsection shall be
constryed to authorize any agency of the Government, except as pro-
vided in the Assi ent of Claims Act of 1940, as now or heresf{ter
amended, to withhold from an assignee any moneys due or to become
due under any contract with a department where such moneys have
been assigned pursuant to such act; or to authorize any agency of the
Government to direct the withholding pursuant to subsection (b) glg
(c) of this section from an assignee bank (as defined in section 104 (a
of the Internal Revenue Code) or from an assignee Federal: lending
agency of any moneys due or to become due under any subcontract
}v erel such inoneys have been assigned to such an assignee as collatersi

or & loan, _ , L ‘ : ;

All persons are indemnified by the Government against claims on
amounts withheld and paid to the United States. All moneys. re-
covered by way of repayment or suit are to be covered into the Treas-
ury as miscellanecus receipts. : -

Credit is to be allowed the contractor or subcontractor for Federal
income and excess-profits taxes as provided in section 3806 of the
Internal Revenue Code. " S

Subsection (c) prohibits the commencement of any proceeding to
determine the amount of excessive profits for any fiscal year.more
than 1 year after the financial statement required from the contractor
or subcontractor for such year is filed with the Board, and requires
the completion of said proceeding, by agreement or order, within 2
years after commencement. If the proceedin%is not commenced and
completed within said respective periods, all liabilities of the contractor
or subcontractor for excess’ve profits received or accrued during such
fiscal year are thereupon discharged, except that such 2-year period
may be extended by mutual agreement and such 2-year limitation does
not apply to review by the Board of an order made within such 2 years
pursuant to any delegation of authority from the Board. C

The Board is given authority in subsection (d) to make final or
other agreements with a contractor or subcontractor for the elimina-~
tion of excessive profits and for the discharge of any liability for ex-
cessive profits under title I. Any such-.agreement is conclusive
according to its terms and, in the absencesoigtfraud,. malfeasance, or
a willful misrepresentation of a material fact, shall not be reopened or
modified by the. Government and shall not-be modified or. set agide in
any suit, action, or proceeding, The Board may, however, modify
any agreement or order for the purpose of extending the time for pay-
‘ment of sums due thereunder. . TN N

Subsection (e) requires every person holding . contracts. or sub-
contracts subject to the provisions of title I to file with the Board,.on
or before the first day.of the fourth calendar month follgwing the close
of his fiscal year; in such form  and-:detail as. the. Board may by
regulations prescribe, a financial statement, setting forth such informas
tion asithe Board may by regulations prescribe, . Any sdditjonsl
information, records, or data specified, by the Board are also required
to be filed by: every such,person at such time or, timee.and-in such; form
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and detail as the Board may by regulations prescribs.. The willful
failure or refusal to furnish any wuch statement or other material, or
the filing of any such statement or other material known to be false or
misleading in any material respect, is punishable, upon conviction
thereof, by & fine of not more than $10,000 or imprisonment for not
more .than 1 year, or both. , . :

_ Subsection .(e) also ‘confers upon the Board the right to audit the
books or records of any contractor or subcontractor subject to title I.
For this purpose, in the intcrest of economy and to avoid duplicate
inspections and audits, it is provided that the services of the Bureau
of Internal Revenue shall, upon request of the Board and the approval
of the Secretary of the Treasury, be made availableé to the extent deter-
mined by the Secretary of the Treas:gy. N
. -In the case of subcontracts desoribed in sec¢tion 103 (f), (3); if the
aggregite of amounts subject to the provisions of title I received or
accrued from such subcontracts during: s fiscal year- by any sub-
contractor, and all persons under control of or controlling or under
common oontrol with him, is not more ‘than $25,000, subsection (f)
provides that such rec¢eipts or ‘accruals :shall not be renegotiated
under-this title. . If the aggregate of amounts subject to the provisions
of title I received or accrued goma.ll other contracts and subcontracts
during a fiscal year by any contractor or.subcontractor, and all persons
under control of or controlling or under common :control with such
contractor or subcontractor, is not more than $500,000, the. bill pro-
vides that such receipts or accruals shall not be renegotiated under
this title. In either case, no determination of excessive profits to
be eliminated. for such year may be in an amount greater than the
amount by which such aggregate exceeds $25,000 or $500,000, as the
case may be, Lo . b :

- Provision is made that, if the fiscal year of a ¢ontractor. or subcon-
tractor is & fractional ﬁmrt.ofj 12 months, the $500,000 amount and
the $25,000 amount shall be reduced by the same fractional part
thereof for the purposes of subsection (f),: Provision is made for the
proration of the $500,000 amount and the $25,000 amount in the case
of a fiscal year beginning in: 1050 and ending in- 1951 unless the
oggtfa)obor and the Board make an agreement pursuant to section
1 c L ] B M N ’ ' 4 % .. : . ' . V
, : : SECTION 106. BXEMPTIONS

‘This section exempts from renegotiation— .. " . ..
.~1. Contracts by a department with any. Territory, possession, or
State, or any agency or political :subdivision thereof, or with any
foreign government or any agency thereof, . ... . .- ...
.. 2. Contracts and subcontracts for an agricultural commodity in its
raw or natural state or, in the case.of a commodity not. customarily
sold or not having an established market in its rdw.or, patural state,
in.the first form’ or state beyond. the raw or natural state in which it
h“‘mest’ablmd,m”ket' RG]l g g e e
,.'The :definition of an_agricultural product is broad and includes
uot only products resulting from the cultivation of the soil but also

includes. natural resing, saps, and gums of trees; animals, fish, and
e produce of live animals, such as woal, eggs, milk, and cream. . .-
. 3,,Contracts and subcontracts for the ‘product of a. mine, oil or
&8 well, or. other mineral or natural deposit, or’ timber, which has
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not been processed, refined, or treated beyond the first form or state
suitable for industrial use, . - Co S
- 4, Contracts and subcontracts with common carriers for trans-
portation or with. public utilities for gas, electric energy, water, com-
munications, or transportation, when made in either case at rates not
in excess of published rates or charges filed with, ﬁxed,va,pf)rov’ad,‘ or
regulated by public regulatory body, either State, Federal, or local,
This exemption is limited in the case of the furnishing or sale of trans-
portation by common carrier by water to those which are subject to
the jurisdiction of the Interstate Commerce Commission under part
III of the Interstate Commerce Act or are subject to the jurisdiction
of the Federal Maritime Board under the Intercoastal Shipping Act,
1933. . . A '4 , ,A‘ ,» : "’ . -A l" . “:.‘
‘5. Contracts and subcontracts with an organization exempt from
taxation under section 101 (6) of the Internal Revenue Code, pro-
vided that theincome does not constitute ‘‘unrelated business income”
within the meaning of section 422 of the Internal Revenue Code. "~
" 6. Any subcontract directly or indirectly under a contract or sub-
contract of-the kind described in 1, 2,°3; 4,'and 5, above. = =+ 7~
7. A partial exemption is provided:for durable productive equip-
ment. : It is provided that only that part of the receipts or accruals
from subcontracts for durable productive equipment which bears' the
same ratio to the-total receipts or accruals therefrom as: 5 years bears
to the average useful life of such equipment shall be subject to rene:
gotiation. ‘“‘Durable productive ‘equipment’” is' defined 'to mean max
chinery, tools, or other equipment which does not become 4 part of
an end product or of an article incorporated therein and which has
average useful life of more than'5'years. This"partial exemption
does not apply to the sale of such equipment to the Government by
prime contract, nor does it'apply to subcontracts where the purchaser
of such durable productive equipment has acquired it for the account
of the Government.. -~ =~ .. .. . S T
- To insure the equitable treatment of contractors or subcontractors
who produce or acquire minerals,-oil or gas, or timber, and who process)
refine, or treat such products beyond the first form or state suitable
for industrial use, or ‘who produce or acquire agricultural products
and 11:1'00&33:3, refing, or treat them beyond the first form or state'in
which they are customarily sold or in which they have an established
market, the Board is required. to prescribe such regulations as may be
necessary to give the contractor or subcontractor & cost allowance
for products ‘produced or ‘acquired by him substantially equivalent
to the amouht which' would have been realized by him if he had sold
such products in their first form or state. - -2 " o0 o
~ ‘There is’ excluded fro‘m_ki'éhé‘gbti;ition_‘.tlia;t'~gdrtgoxi_'qf a contractor
or sub¢ontraétor’s profits which'are attribiiteble to the ingrement:in
value of such contractor or subcontractor’s excess inventory. . Excess
_inventory means inventory of products‘described in 2 and 3, abovs,
acquired by the cantragtor or subcontractor in. their exempt 3tate
which'is in éxcess of the inventory reasonably necéssiry to Tulfll the
contrattor or subcontractor’s éxisting'contracts or orders. ¢ .7 7
' Fhis section 'also ‘authorizes the Board; in its' discretion; to’exempt
from rénegotiation dontracts or subcontracts'which fall _ﬁift,hincé’ﬁt,&?ﬂ
Betified categoride either individually or by generalclasses o¢ types.
These categories'with one'excdption’ were’contilied ii' the'Renegotias
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tion Act in effect durmg World Wa,r II The category added by tlns
b111 is: a.sfollows‘ RTRE TS

"Any -'‘dontréet or subcontraét thé reﬁegdtiatxdﬁ (of whioh would Jeopardize
seoreoy required in ithe' public intetrest.

“In wddition‘to the fofegoing ‘the: Boaﬁd would h&ve ‘the, authon
tinder this'section to exempt frof, rendgotiation, i its discretion, suc
contihcts 48" the following: ‘Conltracts to .be ‘performed ‘in’ 4. forei
country’ contracts and su cont;racts dnder which, in the’ opuhon of the
Board, the profits can be deteriitined with' roisonsble’ certainty’ When
the' contract pr1ce is established ; cbntracts the rbvisibns of which aré
otherwise adequate’ to’ prévent’ éxcessive. proﬁ s; and’ ‘contracts’ with
.respect to which' it is not adrk’xmxs!tmtlvely ‘féasible’to determine and
segregatd the'' renegotiablé profits from ‘the' proﬁts attnbutable to
actxvmes not sub;ect to x‘ehegotlatxon ‘ o

frinet ol ~=>’)-.
* o.
L

SEC'I‘ION 1d7 RENEGOTIA'I‘ION BOARD

N IS D R N i

'Sectlon 107 of the blll cont;a,ms p’rovxsxons relatmg to bhe creatlon,
rganizatmn, ‘and opei&tion of>the Renegotiation'Board.

The Renegotiation Board is created under subseptlon (a)-as, an
indepenident establishment in the'exedutive branch asf the'Government
and- is ‘to''be:composed ‘of five members: to' ‘be’ appointed’ by and with
the advice and’ consent, .of ‘the Senate.”: ' One mémber, who ‘shall be
the Chairman, shall be’ ap}éwemted by thé Président! one member each
shall‘be appointed by the cretaries of the Arniy; the Navy, ahd the
-Air! Force, réspéctively, subject to’ the approval- df the Secretary of
Defense}and 6he: menmiber shall be appointed by the Administfator of
General Services. The Chairman is to reeeive compensation at: the
rate of $17,500 per annum. The other members shall receive com-
pensation at the rate of” $15;000 per anniiim,- ‘The Board is to have a
sea,l which shall be udlcmlly noticed.

‘Subsedtion’ (b) pi‘owdes that threé members of the Boa,rd sha]l
constltute & quorum,

‘Subseetions (b) éind’ (c) providé b.uthonty for the Board to’ estabhsh
offices, employ’ personnel, ahd ‘utilize servxces of ofﬁcers and employeeé
of other agencies of the. Governmetip,! -

' Stibséction (d) authorizes'the Bodrd to’ delegate in whole or in’ part
any funetiod, ({)?mier, ot duaty fthei' than its powex; to ‘promulgaté

gulations ‘and-fiales. The delégation”p ower s’ limitéd in’ that 'no
functxon, power, or’ d’ut& shall’ be ‘déleg ated ‘of" r‘edelegabed’to any
erson engaged on béhalf of ‘any def artment in the makmg ‘of contracts
¥r‘ procufemen f !of ‘supplies or 'se ices 'or eriga d in, tHe superwsion
ch activity.. Furthes "'?f pny delegatee must bé: dn'ectly respofit

“to the' Boai‘& ‘or' to x‘sdn faking such'delegation’or fedele-

g tloﬁ“‘ ‘The"Board'is, td kb o dotottn ation ‘thut delegants' and
redble” anitd havé béeﬁ‘x‘hade stibject 't sueh: limiitations, -1 T o
8y éct ori_ )'huth'ong 8 thy! a]gém“o tﬁergdiprd to' dmd 'thé
I) i pne didign’ Meftibe thé&‘été“’a where'a ﬁimxo;n

ntmré t@gﬂ niertib ) dée iFddte (e ehief th eo - Tif addition
he"Board is authonza&"b itjon' or’ otli%i'w té détermiing the
‘Bhirdbter 6f vases’ t6'be o st {tidliy 41 by the Boatd: tHi¥bugh
an officer or officers of, or utilized by, the Board; (2) by agericiéd‘of
the Government to which the Board has delegated power to conduct
cases; (3) by divisions of the Board; and (4) by the Board itself. The
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Board is authorized to review any determination 'in any case: not
initially conducted by it either on its own motion or (in its discretion)
at the request of any contractor or subcontractor ag gmeved thereby
Such determination becomes the determination of the Board -unl

(1) the Board initiates on its own motion a review within 90 dp,ys
from the date of the determination or (2), at the request of the con-
tractor or subcontractor made within 9 days from._ the date of the-
determination, the Board initiates a review within 90 days from the
date of the request. If such determmat,mn was made by an order.with
respect to which notice was given by registered. mail (as reqmred by
sec. 105 (a)) the Board is required to give notice by registered mail tg
the contractor ¢r subcontractor of its declslon not to review the case,
If the Board reviews the determination, it is recim uired to issue and
enter an order under section 105 (a) determining. the amount (if any)
of excessive profits and forthwith give notice thereof bi reglstered
mail to the contractor or subcontractor. The amount of the excessive
profits determined upon review may be less than, e &ual to, or greater
than the amount determined by the officer ‘or officers, division: of
the Board, or other agency of tbe Government whose action
is reviewed.

Subsection (f) of sectlon 107 rgquu‘es the Board to accept and
perform such ren?igomqtaon powers, duties, and functions.as may,be
delegated to it under-any. other law requiring or permitting repegotia-
tion and permits the Board to redelegate, within limits specified by
it, the powers, duties, or functions deﬁegated to it. .. This subsection
also aunthorizes the Secretary of Defense’ to delegate to the Board; in
wholos or in_part, the powers, functions, and dutaes oonferred upon hlm
by any other renegotmtlon W, .

SECTION .108, REVIEW BY THE TAX comvr T

- This section provides that any contractor or sqbcont;actor aggueved
by an order of the Board determmmg the amount of excessive profita
received.or accrued by him may, within the timelimitations prescribed
in the section, file a petition vn  the Tax. Court for a redetermination
thereof; that the court shall then have exclusive Jmci;lsdictxon, by, ordor,
to ﬁnally determine the amount, if any, of such excessive profits
received or accrued by the contractor or sybcontractor; and that sqqh
determination shall not be reviewed or redetermined by any court
or agancy. The court.may dptermxpe as the, amoynt of excassive

ofits an amount either less than, equal to, or gr a.tpr than that
getermmed by the Board. The proceedmg beforg tﬁe Tax Court is
to be a proceeding de.novo,. .

In addition to certam provmmns relatx to adm.tmptmt.l,vq matters
connected with .the pmceqd;ng,s in the Tax ) seotxog”ql,so
provides that the i -of @&, pet.xtaon in, the Ta,x ur aha
to stay the e.xecut.;qn of the order of the Board, if a,- u&q

- hond w the approval of the Tax Court. .
tates has collef-ted ,emounts, under an order . of the oar .

n the amount determined by the court, the excess shall be e unded

to the contractor with interest thereon at the rate of 4 percent, per

énpum,




BENEGOTIATION. ACT . OF 188Y 21

.,-‘;‘z‘ smon 109, nunns AND:!!!!!GU’LAPI‘IONS e Yy

'I'he Board m grp,ntad, suthonty to mo.ke such mles, regulatlons. a.nd'
ordqrs a8 1t deems, neoess&ry or. appropnate to ca.rry out this - tmle.

(AR

[
SECTION 110 comnmncm wn‘n REGULAT.IONS,, m'c;

' This sebtioft provxdes that o exso SHall bé hé [d Tiable'for d

or penalties for dny’ act res ulti%lg 'ftom his co iﬁ%ee w('le;; a*n
regulation, or oi'der of tﬁe ‘.Boa,rd evan tho‘ugh the order is thereaft

declared invali d ) .

snc'r‘roN m Arpmcmtoﬁ di" AbhﬁNIS’i‘kATIV‘ﬁ Pﬁocmnunm Ao

Thls seétion provides that the fmidtlbﬁs [ erdised uider this tntle
shall Bé exeluded from: the operation of the'A mhinistiative Procedure’
Act, excepb d4¢'to the re niferients  of ‘section '3 ‘théreof. Section 3
of thiat det, telates’ to publis tiilés and regulamons and to makmg
momation avaﬂa.blé to t.he pu lie e

. BECTION 11h umgommrwﬁs ( R

Sectnonf 112 aubhonzes the appropmt.xon of funds suﬁimeﬁt td carry
out' this title, .- It..aldo  provides: that funds made.available to.carry.
out the title may; with the apptoval'of the' Buibau of the Budget, be.
transferred among the agencies- out ‘the: title and that the
funds so transferred shall remain availdble for such peuod as.may be -
provlded m the a,cts inakmg the. funds ava.llabla.

:i’ ‘ o /

";: ‘.

SEC’I‘ION 113 PBOBEOUTION‘ Of!’ GLAIB‘S A.GA.INST THE UNI’I‘BD BTATES
o BY FORMEB PEBBONNEL R g

3 Thls sectlon prowdeq that cerj.am, speuﬁed prowsnons of law ah@ll
not prevent an person by reason of service in & department or the.
Board during the pe (or part. theroof) begummg uly 1; 1950, 8nd
ending Decomber 31 1953 from actin usp y- a.geqt, or attorney
for: prosecuting any, alm agamst, the ﬁ t,s,t. after such person
is no longer employed in an agency ot the Bosrd, if the subject matter.
of the claim does not involve a.ny su db]ect matter dxreotly connected
w1t.h whlch such person was employed U B p

| TITLE 1;——M1soicLLAN*E6U$ PROVISIONS |
SECTION 201, FUNCTIONS UNDER ¥ won‘m Wut tt amNmad‘nﬂroﬁ Ab‘r’

Subsectlon (a,) s.bolmhea t,he'War Cont.mées Pmée stnient Board
created by the Renegotiation Act in effect in World War II.:

Subsection ‘(b) trsnsfers!/to’ the Renegotiation Board: created by this
bill'all'of the }gowers ,/funietions; and duties:of the:War Contracts Price
Adjustment Board:notis peciﬁéaﬂy transfermd to unother s.gency ot
tha Governiment by this! titdei - DON0 @0 METHD Y ot

Subsection (¢) amends the Renegotmtxon Act in effect dux*m World
War: II' by adding) tWo “seliténces' to: the''end of:sqactibn;: (8)" (4<) (D)
of that act. The first such sentence provides a:deadline for the filixig
of renegotiation rebate claims arising as a result of the recomputation
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of the amortization deduction allowed in World War'II. The second
such senterice provi es that a claim shall be deemed to have been filed
wheén received by the' War Contracts Price Adjustment, Board or the
Administrator of General Services even though it is not accompinied
by a statement of the Commissioner of Internal Revenue showmg the
amortization deduction allowed'for: the renegotiated geax

Subsection (d). transfers.to. the Administrator of General Seryices
all of the powers, functlons, and duties of the War Contraots Price
Adjustment. Board relating to the ,payment, of renegotiation rebates.

‘Subsection (¢) Tequires énch’'Secretary of ‘a department’ naqu in
the Renegotiation Act in effect during World War II'to complete’ the
elimination of exeessive profits under all existing repegotiation agree-
ments dnd orders resulting from rénegotiations conducted’ initially
b ~his department, and to.complete any uncowpleted administration

.such agreements and orders., ,The subsection govxdes that such
records as may be required for. this purpose shall be retained .by the
departments for,so. long as they may .be needed, but that all records
of the War ontracbs Price Adjustment Board, whether in the custody
of the Board or in the custody of the several depa.rtments ‘shall become
the records of the Renegotiation Board,, .

. Subsection (f) transfers to the dministrator of General Services
from' the :War Contracts Price Adjustment Board ‘the fesponsibility
for certifying for.payment refunds.under the Renegotiation Act:i in
effecb durmg World -War Il 'in the- followmg types cla,nns. g
»'. 1. Renegotiation rebate claims; coe Do
. 2.- Excess inventory claims; an ’ o
3. Refunds of excessive proﬁts resultmg from redetermmatlon
of the Tax Court in lesser amounts. Interest at the rate of 4 per-
gent per annum is provided on such refunds. ..

Subsectlon (g) provides that existing policies, procedures etc of

tbe War Contracts Pmce Adjustment Board, or, issued under delega-
tions of authority from it, shall contmue in full force a.nd eﬂ’ect unless
dpecrﬁcally superseded.
- Subsection ‘(h)" ¢ontains a saving: provmon to" prowde agamst tho
ifnpairment of regulations or orders issued by the War Oontrgcbs
Price Adjustment Board, and to protect agamst the lapse of htlgatmn
oonducted in its name, -

- ‘Subsection - ‘(i) provides ‘that the World War II Reéne otlatloh Act;
continues in full force and effect. *‘While ‘the work' of the ‘War- Con-
tracts Price Adjustment, Board i 1s virtually completed, there remain
three principal ‘activities which réquire the exercise of airthority vested
in.it under the Renegotiation Act:

1 The payment of renegotlatl:on rebatés and ‘other refunds~‘
. The; éb cbxon -of - moneys due under renegotmtlon agree-
ments and orders; and AT

. - .8; The conduct of :my unoompleted renegot)a ulOnB.
Subsectron (;‘) provides for the extension of .the tcrms “Secretany"
or “Secretaries” and. (‘Department’’ or ‘‘Departments’’ to successorsin
function of these ofﬁcers or oﬂices speclﬁcally namedm the Renego-;
t.mtnon Act.'’ G
. Subsection (k) provndes tha.t sectxon 201 aha to,ke effecti 60 days
a.fter the enactme :t date of.this act.
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SBECTION 202, PERIOD OF LIMITATIONS FOR RENEGOTIATION ACT OF 1948

This section provides a statute of limitations for proceedings under
the Renegotiation Act of 1948, That act does not now contain any
such limitation,

SECTION 203. AMENDMENT OF SECTION 3806 OF THE INTERNAL
REVENUE CODXE

Section 3806 of the Internal Revenue Code provides, in general, that
the amount of excessive profits to be eliminated shall be credited by the
amount of Federal income and excess profits taxes paid with respect
to such excessive profits. 'This section of the bill amends section 3806
of the code to make the appropriate references to the Renegotiation Act
of 1948 and the Renegotiation Act of 1951,

SECTION 204. SEPARABILITY PROVISION

This section provides that, if any provision of this act or the applica-
tion of any provision to any person or circumstance is held invalid,
the validity of the remainder of the act and of the application of its
provisions to other persons and circumstances shall not be affected

thereby.
@]



