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Reference is u.d.e to Mr. SUrgiDer t s discussion w1:tl1 Mr. Gol.4stein 
on August 12 .. 1959" 8Il4 d.iaeus1on b~ *84%'11. Ba1sea and SOcolar 

the ~ Co'l'UlSel. til Offlee ami. llessrs. Staq' and WUSOJl ot the 
Audit Group oa ~ 13, 1959, 00 t1le S&le of ~u Government 

plaut equ1pae!lt. :I)wr~ the latter d1.SftS8ion it was agreed to sulait 
the case for Consi4erat1OD awl a4nee. 

!he eDd.o .... tUe of ~ papmJ CODe~, the S&le of ~t 
p,laRt pro)el"t,- e~~t iDsta1l.K 1. the k'Val ~1al lesen. Air
craft I1G:', ~ If:t7, 2I1S8OU'1. !he net ~ fra the sal. ot 

Gofti.at ~~ 'flU ~tee! ~mrI ~. dUe D4er a pro-
d:wrt1oa ~ nth 1fest~ B1eetJde CG~tloa is leaaiDg 
the ~ awl ~~. belt.- taa.t the ~ __ .......... 
have covered the ~ u lI1~ r.~1pt •• 

!he pla.B't anA pr~ i. leued b,- the BUeau ot ~tie8 
(BuAer) to Veat~ meetrie C~rat1oa ~r eOBtr~ BOa 
~~;;a. J~ I, 1~J ~ ~ .... ~ lKI:Ar)~ uted. 
lli=:eesaber 31, l~. !lle GoY_t __ t ~~t 1. ud ·b,- ~1n6-
house oa III reat-hee basi. 'UIdeZ' BdU :taeD.1U. ~ Bea. ;S26 
dated. flIa'eil ~, 1958 (]pCe 1). !:k18 ape~ ~ ~ 

lOT4 datee! J~ 19, 1~, lihid1 covere4 the ~ ad. inatal-
latioa of the e(II1~ aa y.n as the ... the ~]iIR8't. 

_~ hu bee ~ ~ a:t t818 :plant tmder 
vari.ou: ~ with the ...". tor seveN! 7881'8. !be pro4uetlcm 
contract: etfee't at the tiM ~ ~u GoYe.naea1i plaat eqa1paent 
vu so14, vas ICaa 56-~i aate4 ~er 28, 1956. 

IIelIOra:nda date4 June 23, 1958, (page 2) the BUeau ot Aero
nauties :bpreaeatative (l3:Q), btlau Cit,." ltis8OUl'1, a4v18ed:B1J.&er 
tha't the con'traetor YU ~ M. jet eDSi-~i_ line. 

woW4 rep>rt; III eoaa1Brabl.e ~ of ~u JJaCla!_ tools. ID 
tM.II8IIOra:ml1a, the MIl ~se4 tha't proceeds real1H4 troa the 
sale ot sv.p1ua JJaCh1M toea be cre41 tea 'to BODies 4u the eontrse'tor 
tmder cen'traet IiC& 58-053. 'fddela .. i ..... to cover the eost ot 
paeidDl a84 ere.tbg ~ equ1~ that !liPt be requested. lq 
de~ts agene:1 •• 4'ar111a the sereen1na proc.... ~ f'raI 
BnA~1H" (lat_ Jul7 29, 1958, (JI88e 3) a4vi .... that the procee4s lIUSt be 
eredi ted aiseellaneous reeeipts. 



Atter the equix;ment was screued by de~t8 and qenc! •• , 
We.tinghouee was authIJr1zed to sell the surplus equillient. The sur
plu.. eq~paent which consisted oftiae machine tools and. 
production was sold at public auctions conducted. by Wellting-
LJ.UU, ... on 25, 1958, lebruary 18, 1959. (paps 4. and 5) 

l()tw1tl:u,~ instruction. isaue4 by BtlAer on July 29, 1958, 
that proceeds from the sale JIUIIt be credited to*seellaneoua re-
ceipt., the lnspeetor of laval Material (Il'iSMAf) Ch:1cS8o, on 'ebrwu"Y 4, 
1959, (paae 6) informed the Office of Naval Material (oac) that W •• ttng
house had advised that inetructiona on the application of procee48 from 
the first auction sale had not beu received. By letter dated March 24, 
1959, (:Pase 7) the BAll, the contractins officer ot Buler ~ 
that the net proceeds :t'rt::a the sale of surpl.ua Govel'Dllel1t-0w:ne4 equip" 
mut credited. to contract NOa. 56-1G46-i, the then curreni; contract 
tor the pr04uetion of engines. 

The :au then advised BuAer on __ ch 26, 1959, (pas88) that the 
seconcl auction sale been co~ on lebruat7 18, 1959, and re-
que.ted. a4vice as to the application of all ~ that would. ucrue 
as a rerot of disposal of GoverlDeDi; plat equi_t u" uader fuU-
i ties ~ent 5626. In reply datecl ifay 14, '1';9, (ptp 9) BtlAer 
sAri .......... P.I'oeeeds of sal •• of eontraetor inventory an to be 
credited to amounts dJJ.e tbe contraetGr tmdItr &pJl1ea.ble supply or 
seniae eoni;ract. All other proe .... JIWIt be UJ1O.itecl~ 1n M1seel-
1anemu !lece1pt_ account of the U. T'reastD'Y. Ae soon as a ute __ 
ination 1. mde as to the proper cluaification or the ~rty sold. 
on Pe"l"ttarY 1959, instruction. for di8p08it10J1 of the :s*oeee48 will 
be issued. It On 19, 1959, (pas. 10) the con'tract1q officer ot 
J3uAer again directed that the Det ~ be cred1'ted ~nat amounts 
due p1'OCiu.ciOB cont.ract liOas 56-1046-1, stated. 
"*' ..... nis direct10D is istrued pt:lrSW!t.l1ii to provisions of 
41, (b) ot the stibje*t contract." net ~ t:t'Qll the 
first sale a.aotmttng to $502,335.80 was "cted. troa b u.nd.er 
contract 56-1046-1, frail 11x1504 • The 
ne't proceeds from the seconci sale ~t1ns to $aOO,656.oo are be1Dg 
held tor ded.uction from future billiqs und41' the aase con'tract. 

See't1on 41(b) of the contract reten. to above (~ 11) :pemita 
the eontraeting oftiaer to decre_ the property turn1si.1.ed or to 

under the contract ana. make .quitele a4Jut.lllmt of the 
contract price. We bel1eve, h01t'eTU, that the tam ~en 
to _terial hmish. unc1er a product1on contract to pro-

an. item than to Gover:mumt equiplllitat. OUr 'Del.ief 
be confirmed by the provia1ou of ~Jb h. of sect10n 

'the provicles that "Upon cOllll'plet1on at this contract 
*' .... the contra.etor shall subm1 t '* .. .. inventory ache4ulea cover1ns all 
i teas Government-fUrnished. property !2! ..;..eoo ........... sUIiIfJ......... _d in the perfomance 



wu cou1deNd ·contraotOI" :lmren~~l"V" aQt:ltn'lr:r:u:!lII' 

vrum1j ... 1, 
Disposal 1, 

c18erlT state. that contractor inwntor;r 'llowJ.'!!l.m8nt 
propen7 acc:pd.red "07 ;md in po.session of a contractor 01' 81.1beontrMtOI" 
(including tloYeJ.'!!l.m8nt-twrn:1ahed. propen:r) under a COn'tl"Mt pursllzt 

terms of which t1tl. ~ in the GoYemaat, and. in UCH8 
I:tItDWlts tall perfOJ'Jl'WlC. under entire 

contl"Mt *' *' ft. If The tor :BuAer's deteud.l1ation that plant 
eqlil1plraem~ lta "contrMtor in~o~1f ev:ld •• e_ c~ ~ 

Cm!t~p~Ia1t:mg officer, Comt.sel tor Ind:utrial 
on a (page 
1959. 
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