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COMPTROLLER GEYNERAL OF THE UNITED STATLS :
WASHINGTON, D.C, 11l 4{
‘June 5, 1973

™he Honorable Y, ¥, McCorulok
Publdie Printor ' '
U.B8. Government Printing Office ..

Deax Mr., M:Cormiok:

Refurauce is xads to your letter of Apiril 17, 1973, with enclosures,
requesting & decision as to wvhether the price for item (IX)(1) of the
coitract covering Frogram No. 159-8, a requirements type contract for
tha production of Naval Training Marmals with the Corley Printing
Coopany, may be increasel to cover recent ,rice increases in papsr.

Under thes authority of the Economic Btabilization Act of 1970
(P. L. 92-379, 84 8tat. 799}, as amanded, Executive Order 11615, dated
Aagust 15, 1971, was issued for the purpose of stabilizing prices, rents,
vages and palaries in order to stabilize the econumy, reduce inflatinn
and minimiro unemployment, In implementinz the policies of Executive
Order 11615, the Government Primting Office (GPO) attached %o the =oli-
citation, upon vhich ths subject sontract 1s based, the followirg provisions:

WTICE OF MAXTMUM PERMISSIBLY. ESCAIATION
IN WAGE AKRD PRXCE STANDARDS

Pidders are advised of standards established under Executivwe
Oxders 11615, 11627, end 11640 sstting muxinum permissible
percentages of vscalation in wage rates and price increases,
Buch standaxds call for wauge rate increases of no more than

5.5 percent per annym unless apecific 2xcaptions have bean
granted by the Pay Board. The price standard established by

the Price Conmission has the objective of holding ecoromy-wide
price increases to 2,5 percent per anmus (3 percent per annum
in the case of small business firms), Yo acaieve this target,
firms are alloved tc increase prices to reflect allowable costs
fucurrcd since ths lest price increase or since Jamuary 1, 1971,
vhichever vas later, and such coats as fixus are continuing to
inour, adjusted to reflect productivity gains. These price !
increases may not result in profit margins ¢n sales vhich exceed
the firm's profit margins for the higheet 2 of the last 3 fiscal
yaars ending before August 15, 1971. Average prductivity gains
ary estimated to be 3 percent »x higher for thy economy annually
for 1972 and 1973.
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PRICE CERTIFICATION: By submiasfon of this bid (offer) biddar
(Offeror) certifiies that he is in compliance and will continue
to comply with the requiremunts of Exacutive Order 11640,

January 26, 1972, for the duration thereof and further certi-
fies that tha prices hid (offered) herein conform to thr require-
wents of Executiva Order 11640, or shall ba reduced accordingly
At the tinme of any billings that are -;de during the effective
paricd of the Exacutive Order,

(a) Prior to the payment of fuvoices under this contract, tha
Contractor rhsll place on, or attach to, each invoice submitted
ths folloving certification: .
I hercby certify that amounts invoiced harein do aot
exceed the louer of (1) the contract price, or ({i1)
maxisum levels established in accordance with Execuvtive
Order 11640, Jawuary 26, 1972,

(b) The Contractor agrees to i{nsert the substance of this clausa,
including this paragruph (b), in all subcontracts for supplies
or sarvices {asued under this contract,

Tou state that Corley does not assert that its bid vas not as intended,
but rather it relied upon ths "Price Certification' and the "Notice of
Haximum Permiesible Escalation In Wags and Price Standarda" clauses,
quoted above, ns protecting 4t from caterial cout increases during ths
tern of the requirements cortyact which vas from August 1, 1972, to
July 31, 1973. Ycu point out that apparently Corley Aid not enter into
sny subcontract arrangements fur the purchase of paper for this contract.,
The vecord indicates that the ontract in question <ontains no price
vredeterminntion clauses for matorial cost increases, '

Corlay's attornay in his letter of March 16, 1973, to you, states
that in bidding upon and accepting this contract, Corley accepted and
relied upon Lhém contract clauses and relied upon the Govermment's
enforcement of these atandards vith respect to the suppliers of raw
materials required for the perforruance of the contractj that in axceusn
of 30 poreent of the cost of production under the subject contract is
the cost of papor; that at the tirw of entry into this coantract, the
price o! the requived paper was $10.90 per cwt.}; and thet the zost o!
piper has increaced to 315,30 per cwt., or 40.37 percent.

Corley's attornay contends that the Covernwment, efther through
approval of price increasen or failure to compel price vollbacks or both,
bas permitted the paper suppliers to increase their prices to unreagonsble
and excessive levals and that at the ssmo tims, the Covernment has imposed
price xest~aints upcn Corley and that Corley was induced to entar fiato the
subject contract in relisnce upon the Government's enforcement of the
vrice rastraints, Corley has xequested that the contract price of itewm
(IR,;(1) e increaned from $1.375 per thousand to $1.930 per thousand to
cover the increass in the cost of tha paper.
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It 45 well settied that the Government, as a oottracter, is not
rerponsitile For the consequances ox effects of its acts as a sovereijm
in ths obaency of an express centrust provision vheraby it has agreed
t0 ssnume responsibility for ity acts va a moverelgn. Bes The Sunswizk
%m. v, United States, 109 Ct. C1. 932 (1948); Joseph H, Beuttas, et al, v,
ta
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d Stutes, 1IX Ct. Cl. 532 (1946); and B-17567h, May 30, 1972,

Accordingly, ard sinos thy Government did not sjres by contract to
asgume such respounsibility, there is 10 legal authority for granting Cosley
aD increass in the coutract price by ¥=asom of an increase in the cost of
perforaunce resulting from tho sovareiyn acts @f the Government,

Bixncerely sours,

Pawl Q. DemhT{no

Yor the Camptroller Gensral
of the United Btates
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