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Grumman Aircraft Engineering Corp. v. Renegotiation Board, 52 T. C. 152
(1969)

The U. S. Tax Court’s jurisdiction in renegotiation cases is limited to a de novo
determination  of  excessive  profits,  and  it  cannot  review  the  proceedings  or
determinations of the Renegotiation Board.

Summary

In Grumman Aircraft Engineering Corp. v. Renegotiation Board, the U. S. Tax Court
clarified its jurisdiction in renegotiation cases under 50 U. S. C. App. section 1218.
The court granted the respondent’s motion to strike allegations from the petitioner’s
complaint,  asserting  that  the  Tax  Court  lacks  the  authority  to  review  the
Renegotiation  Board’s  proceedings  or  to  determine  tax  credits.  The  court
emphasized that its role is to conduct a de novo hearing to determine excessive
profits,  unaffected  by  the  Board’s  prior  actions  or  determinations.  This  ruling
underscores the limited scope of the Tax Court’s jurisdiction in renegotiation cases
and its focus solely on the merits of the case before it.

Facts

Grumman Aircraft Engineering Corporation filed a petition with the U. S. Tax Court
challenging  a  determination  by  the  Renegotiation  Board  that  it  had  realized
excessive profits of $7,500,000 in 1965. The petition included allegations that the
Board acted arbitrarily and erred in adjusting its determination for state tax credits.
The Renegotiation Board moved to strike these allegations, arguing that the Tax
Court  lacked jurisdiction  to  review the  Board’s  proceedings  and determine tax
credits.

Procedural History

The Renegotiation Board determined that Grumman had excessive profits in 1965.
Grumman filed a petition with the U. S. Tax Court under 50 U. S. C. App. section
1218 to challenge this determination. The Board then filed a motion to strike certain
allegations from Grumman’s  petition.  The Tax Court  heard oral  arguments  and
reviewed written briefs before issuing its decision on the motion.

Issue(s)

1. Whether the U. S.  Tax Court has jurisdiction to review the proceedings and
determinations of the Renegotiation Board in a renegotiation case.
2.  Whether  the  U.  S.  Tax  Court  has  jurisdiction  to  determine tax  credits  in  a
renegotiation case.

Holding

1. No, because the Tax Court’s jurisdiction under 50 U. S. C. App. section 1218 is
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limited to a de novo determination of  excessive profits  and does not extend to
reviewing the Board’s proceedings.
2. No, because the Tax Court’s jurisdiction is limited to determining the amount of
excessive profits and does not include resolving disputes over tax credits.

Court’s Reasoning

The court reasoned that under 50 U. S. C. App. section 1218, its jurisdiction in
renegotiation cases is to conduct a de novo hearing to determine excessive profits,
not to review the Renegotiation Board’s proceedings. The court emphasized that the
Board’s determination of excessive profits is not presumptively correct, as it is based
on  the  exercise  of  discretion  rather  than  fixed  statutory  standards.  The  court
rejected the petitioner’s argument that the shifting burden-of-proof rule from tax
cases applied, stating that the manner in which the Board reached its determination
is irrelevant in the Tax Court’s de novo proceeding. The court also clarified that its
jurisdiction does not extend to determining tax credits, which are to be handled by
the Secretary after the Tax Court’s order. The court cited previous cases where it
had consistently taken this position, such as Mente & Co. , Peter Thompson, and
Douglas Aircraft Co.

Practical Implications

This decision has significant implications for practitioners in renegotiation cases
before the U. S. Tax Court. It establishes that the court will not consider allegations
regarding the Renegotiation Board’s proceedings or determinations, focusing solely
on the merits of the case as presented in the de novo hearing. Practitioners must
tailor  their  arguments  and evidence  to  this  standard,  avoiding  reliance  on  the
Board’s prior actions. The ruling also clarifies that the Tax Court cannot resolve
disputes over tax credits,  which must  be addressed by the Secretary after  the
court’s  order.  This  may  require  practitioners  to  pursue  separate  avenues  for
resolving tax credit issues. The decision reinforces the limited scope of the Tax
Court’s  jurisdiction in renegotiation cases,  guiding how similar cases should be
analyzed and litigated.


