6 T.C. 1236 (1946)

The one-year statute of limitations for commencing renegotiation proceedings under
Section 403(c)(6) of the Sixth Supplemental National Defense Appropriation Act
applies to both individual contract renegotiations and ‘overall’ fiscal year
renegotiations; a mere request for estimated contract amounts to facilitate
assignment to a renegotiating agency does not constitute commencement of
renegotiation.

Summary

J.H. Sessions & Son contested a unilateral determination by the Secretary of War
that $90,000 of its 1942 profits were excessive under the Renegotiation Act. The
central issue was whether the renegotiation commenced within one year of the close
of the fiscal year, as required by statute. The Tax Court held that the statute of
limitations applied to overall renegotiations and that a preliminary letter requesting
contract estimates for agency assignment did not constitute commencement of
renegotiation. Therefore, renegotiation was barred for contracts completed in 1942
but permissible for those not completed.

Facts

J.H. Sessions & Son, a Connecticut corporation, manufactured stampings and
hardware. The Secretary of War sought to renegotiate the company’s 1942
contracts. On March 3, 1943, the Price Adjustment Board sent a letter requesting
estimates of the total dollar amount of Sessions’ contracts with various government
agencies and subcontracts to assign the company to the proper renegotiating
department. Sessions responded on May 27, 1943, with the requested information.
The company was later assigned to the Office of the Quartermaster General. In
August 1944, the Philadelphia Signal Corps Price Adjustment Section requested
financial data from Sessions, which led to the unilateral determination of excessive
profits.

Procedural History

The Secretary of War made a unilateral determination that J.H. Sessions & Son had
excessive profits subject to renegotiation. Sessions contested this determination in
the Tax Court, arguing that the renegotiation was commenced after the one-year
statute of limitations had expired.

Issue(s)

1. Whether the one-year statute of limitations in Section 403(c)(6) of the Sixth
Supplemental National Defense Appropriation Act applies to ‘overall’ or fiscal year
renegotiations.

2. Whether the Price Adjustment Board’s letter of March 3, 1943, requesting
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contract estimates, constituted commencement of renegotiation proceedings within
the meaning of Section 403(c)(6).

Holding

1. Yes, because the statute’s language and legislative history indicate that the
limitation applies generally to all renegotiations, regardless of whether they are
conducted on an individual contract basis or an overall fiscal year basis.

2. No, because the letter’s purpose was merely to gather information for assignment
to a renegotiating agency, not to initiate the renegotiation process itself.

Court’s Reasoning

The court reasoned that Section 403(c)(6)’s language provides a general limitation
on when renegotiation can commence: “No renegotiation of the contract price
pursuant to any provision therefor, or otherwise, shall be commenced by the
Secretary more than one year after the close of the fiscal year of the contractor or
subcontractor within which completion or termination of the contract or
subcontract, as determined by the Secretary, occurs.” The court found no evidence
in the statute’s legislative history to suggest that this limitation was intended to
apply only to individual contract renegotiations. The court emphasized that a fair,
unequivocal, and unmistakable notice is required to commence renegotiation. The
March 3, 1943 letter was not such a notice because it only requested estimates for
assignment purposes and stated that the information would be received without
prejudice. As the court stated, “It was carefully written and its purpose is obvious. It
sought some very limited information for assignment purposes only. It asked not for
facts, but for estimates only.” The actual renegotiation, involving the determination
of excessive profits, commenced in August 1944, outside the statutory period.

Practical Implications

This case clarifies the application of the statute of limitations in renegotiation cases,
emphasizing that a clear and unambiguous notice to the contractor is required to
commence proceedings. Legal practitioners should analyze the communications
between the government and the contractor to determine when the renegotiation
actually began. This case also highlights the importance of adhering to statutory
deadlines and properly documenting all communications during the renegotiation
process. It serves as a reminder that preliminary information requests do not
automatically trigger the commencement of renegotiation. Later cases would likely
cite this for the principle that government communications must clearly signal the
start of the renegotiation process to be considered timely.
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