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Issue. Whose profit margin and ag-
gregate annual revenues should hospital
A consider in determining if it can in-
crease its prices?

Ruling. Institutional providers of
hezlth services include any hospital
owned or operated by any person. Eco-
nomic Stabilization Regulations, 6 CFR
Part 300, Appendix I, 36 F.R. 23584 (De-
cember 30, 1971). In applying the regu-
lations of the Economic Stabilization
Program, each separate and distinct in-
stitutional health care provider in a
community is considered on an individ-
ual basis. Therefore each individual hos-
pital that wishes to charge a price in ex-
cess of its base price must individually
meet the requirements of Economic Sta-
bilization Regulations, 6 CFR 300.18, 36
F.R. 23584 (December 30, 1971), as
amended, 37 F.R. 775 (January 19, 1972)
and 37 F.R. 7621 (April 18, 1972). Each
hospital must use its own allowable cost
increases to justify a price increase and
use its own profit margin, not the profit
margin of a larger entity (such as cor-
poration X in this example) that oper-
ates the hospital. Also, the aggregate an-
nual revenue requirements of § 300.18(¢c)
of the regulations apply to each individ-
ual hospital.

Therefore hospital A must consider its
own profit margin (3 percent) and its
own aggregate annual revenues ($1.5 mil-
lion) in determining if its proposed price
increase is allowable.

This ruling has been approved by the
General Counsel of the Price Commis-
sion.

Dated: June 5, 1972.

Lee H. HENKEL, Jr.,
Acting Chief Counsel,
Internal Revenue Service.

Approved: June 5, 1972,

SaMUEL R. PIERCE, JT.,
General Counsel,
Department of the Treasury.

[FR Doc.72-8786 Filed 6-9-72;8:48 am]

[Price Commission Ruling 1972-183]
PROFIT MARGIN DETERMINATIONS
Price Commission Ruling

Facts. Company A, 8 manufacturing
firm which uses a cost method of ac-
counting in preparing its financial state-
ments, generally writes down its inven-
tory valuation each year by approxi-
mately $100,000. This write down re-
flects losses due to spoilage, obsolescence
and other acceptable reasons. This year,
however, A proposes to write down its
inventory $400,000 due to extraordinary
reasons.

Issue. Is an inventory write down con-
sidered a general and recurring cost of
business operations which may be used
in determining A’s profit margin?

Ruling. Economic Stabilization Regu-
lation & 300.5, 6 CFR 300.5 (February 24,
1972), defines the term “Profit Margin”
as “the ratio that operating income (net
sales less cost of sales and less normal
and generally recurring costs of business
operations, determined before nonop-
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erating items, extraordinary items, and
income taxes) bears to net sales as re-
ported on the person’s financial state-
ment prepared in accordance with gen-
erally accepted accounting principles
consistently applied.” In accordance
with this regulation general accounting
theory is used instead of income tax ac-
counting, and each expense in order to
be allowable in calculating the profit
margin, must be general, recurring, op-
erational in nature and not extraor-
dinary. Further, its use in financial
statements in determining profit and
loss, must be consistent with general ac-
counting principles applied consistently.

On the above facts, an inventory write
down would comply with all the require-
ments, except that this vear the exces-
sive amount would make it extraor-
dinary. As such it cannot be used, this
year, in determining A's profit margin in
accordance with the regulations.

This ruling has been approved by the
General Counsel of the Price Comimis-
sion.

» Dated: June 5, 1972.

LeE H. HENKEL, Jr.,
Acting Chief Counsel,
Internal Revenue Scrvice.

Approved: June 5, 1972.

SAMUEL R. PIERCE, JT.,
General Counsel,
Department of the Treasury.

[FR Doc.72-8787 Filed 6-9-72;8:48 am]

Commission Ruling 1972-184; Cost of
Living Council Ruling 1972-54]

RETROACTIVE PAYMENTS

Price Commission Ruling and Cost of
Living Council Ruling

{Price

Facts. The Postal Service has a proce-
dure for adjusting the payments it
makes to contractors who carry malil in
order to compensate them for unex-
pected cost increases. X, a contractor,
applied and filed for such an in-
crease in May 1971, for its various routes.
The requests were neither granted nor
denied due to the transition problems
oceurring within the Post Office.

Issue. If the Post Office approves such
requests after August 15, 1971, will such
payments to X violate the Economic
Stabilization Act?

Ruling. X has performed services for
the Post Office during the period prior to
August 15, 1971. It is clear that the sub-
sequent freeze did not give an obligor
the right to renege on its past obliga-
tions due for services rendered prior to
August 15, 1971. X can collect increased
payments from the Post Office for serv-
ices performed during this period even
though such approval occurred after
August 15, 1971.

As for compensation for services ren-
dered by X during the August 15 to
November 13, 1971, period, X can also
coliect the increased payments for this
period. Under Phase 1, the ceiling price
for a service is the highest price at which
a seller furnished the service in a sub-
stantial number of transactions during

the base period. Economic Stabilization
Regulation No. 1, section 3a(l), 36 F.R.
16515 (August 21, 1971). A ‘“transac-
tion” under Phase I takes place when
the seller performs the service. Economic
Stabilization Circular No. 101.302(1).
Since X has performed services during
the pre-August 15, 1971, period at a
higher price, the ceiling price during the
freeze will be the higher price subse-
quently granted by the Post Office.

This ruling has been approved by the
General Counsels of the Price Commis-
sion and Cost of Living Council.

Dated: June 6, 1972,

Lee H. HENKEL, Jr.,
Acting Chief Counsel,
Internal Revenue Service.
Approved: June 6, 1972,
SamvuEiL R. PIERCE, Jr.,
General Counsel,
Department of the Treasury.

[FR Doc.72-8788 Filed 6-9-72;8:48 am]

Office of the Secretary
[Treasury Department Order 221]

BUREAU OF ALCOHOL, TOBACCO,
AND FIREARMS

Establishment, Organization, and
Functions

By virtue of the guthority vested in me
as Secretary of the Treasury, including
the authority in Reorganization Plan No.
26 of 1950, it is ordered that:

1. The purpose of this order is to
transfer, as specified herein, the func-
tions, powers, and duties of the Internal
Revenue Service arising under laws re-
lating to alcohol, tobacco, firearms, and
explosives (including the Alcohol, To-
bacco, and Firearms Division of the In-
ternal Revenue Service), to the Bureau
of Alcohol, Tobacco, and Firearms (here-
inafter referred to as the Bureau) which
is hereby established. The Bureau shall
be headed by the Director, Bureau of
Alcohol, Tobacco, and Firearms (here-
inafter referred to as the Director). The
Director shall perform his duties under
the general direction of the Secretary of
the Treasury (hereinafter referred to as
the Secretary) and under the supervision
of the Assistant Secretary (Enforcement,
Tariff and Trade Affairs, and Opera-
tions) (hereinafter referred to as the As-
sistant Secretary).

2. The Director shall perform the
functions, exercise the powers, and carry
out the duties of the Secretary in the
administration and enforcement of the
following provisions of law:

(a) Chapters 51, 52, and 53 of the
Internal Revenue Code of 1954 and sec-
tions 7652 and 7653 of such Code insofar
as they relate to the commodities subject
to tax under such chapters;

(b) Chapters 61 to 80, inclusive, of
the Internal Revenue Code of 1954, inso-
far as they relate to activities adminis-
tered and enforced with respect to-chap-
ters 51, 52, and 53;

(¢) The Federal Alcohol Administra-
tion Act (27 U.S.C. Chapter 8,
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(d) 18 U.S.C. Chapter 44 (relating to
firearms) ;

(e) Title VII, Omnibus Crime Control
and Safe Streets Act of 1968 (18 U.s.C.
Appendix, sections 1201-1203);

) 18 U.S.C. 1262-1265; 1952;
(relating to liquor traffic);

(g) Act of August 9, 1939 49 U.s.C.
Chapter 11); insofar as it involves mat-
ters relating to violations of the Na-
tional Firearms Act;

(h) 18 U.S.C. Chapter 40 (relating to
explosives) ; and

(i) Section 414 of the Mutual Security
Act of 1954, as amended (22 U.S.C. 1934
relating to the control of the importa-
tion of arms, ammunition, and imple-
ments of war.

3. All functions, powers, and duties of
the Secretary which relate to the admin-
ijstration and enforcement of the laws
specified in paragraph 2 hereof are dele-
gated to the Director. Regulations for
the purposes of carrying out the func-
tions, powers, and duties delegated to the
Director may be issued by him with the
approval of the Secretary.

4. (a) All regulations prescribed, all
rules and instructions issued, and all
forms adopted for the administration and
enforcement of the laws specified in
paragraph 2 hereof, which are in effect
or in use on the effective date of this
order, shall continue in effect as regula-
tions, rules, instructions, and forms of
the Bureau until superseded or revised;

. (b) All existing activities relating to

the collection, processing, depositing, or
accounting for taxes (including penalties
and interest), fees, or other moneys
under the laws specified in paragraph 2
hereof, shall continue to be performed
by the Commissioner of Internal Revenue
to the extent not now performed by the
Alcohol, Tobacco, and Firearms Division
or the Assistant Regional Commission-
ers (Alcohol, Tobacco, and Firearms),
until the Director shall otherwise provide
with the approval of the Secretary,

(¢c) All existing activities relating to
the laws specified in paragraph 2 hereof
which are now performed by the Bureau
of Customs, shall continue to be per-
formed by such Bureau until the Director
shall otherwise provide with the approval
of the Secretary.

5. (a) The terms “Director, Alcohol,
Tobacco, and Firearms Division” and
«Commissioner of Internal Revenue”
wherever used in regulations, rules, in-
structions, and forms, issued or adopted
for the administration and enforcement
of the laws specified in paragraph 2
hereof, which are in effect or in use on
the effective date of this order, shall be
held to mean the Director.

(b) The terms ‘‘Assistant Regional
Commissioner” wherever used in such
regulations, rules, instructions, and
forms, shall be held to mean Regional
Director.

(¢) The terms “internal revenue of-
ficer” and “officer, employee, or agent
of the internal revenue” wherever used
in such regulations, rules, instructions,
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and forms, in any law specified in para-
graph 2 above, and in 18 US.C. 1114,
shall include all officers and employees
of the United States engaged in the ad-

||ministration and enforcement of the laws

administered by the Bureau, who are ap-
pointed or employed by, or pursuant to
the authority of, or who are subject to
the directions, instructions, or orders of,
the Secretary.

(d) The above terms, when used in
regulations, rules, instructions, and forms
of Government agencies other than the
Internal Revenue Service, which relate
to the administration and enforcement
of the laws specified in paragraph 2
hereof, shall be held to have the same
meaning as if used in regulations, rules,
instructions, and forms of the Bureau.

6. (a) There shall be transferred to the
Bureau all positions, personnel, records,
property, and unexpended balances of
appropriations, allocations, and other
funds of the Alcohol, Tobacco and Fire-
arms Division of the Internal Revenue
Service, including those of the Assistant
Regional Commissioners (Alcohol, To-
bacco and Firearms), Internal Revenue
Service. )

(b) In addition, there shall be trans-
ferred to the Bureau such other positions,
personnel, records, property, and unex-
pended balances of appropriations, allo-
cations, and other funds, as are deter-
mined by the Assistant Secretary for
Administration, in consultation with the
Assistant Secretary, the Director, and the
Commissioner of Internal Revenue, to be
necessary or appropriate to be trans-
ferred to carry out the purposes of this
order.

(¢) There shall be transferred to the
Chief Counsel of the Bureau such func-
tions, powers, and duties, and such posi-
tions, personnel, records, property, and
unexpended balances of appropriations,
aliocations, and other funds, of the Chief
Counsel of the Internal Revenue Service
as the General Counsel of the Depart-
ment shall direct.

7. All delegations inconsistent with
this order are revoked.

8. This order shall become effective
July 1, 1972.

Dated: June 6, 1972.

[sEAL] CHARLS E. WALKER,
Acting Secretary of the Treasury.

[FR Doc.72-8818 Filed 6-9-72;8:50 am}

produced peanuts (30 F.R. 9402), and
upon recommendation of the Peanut Ad-
ministrative Committee established pur-
suant to such agreement and other in-
formation, it is hereby found and deter-
mined that the expenses of said Commit-
tee and the rate of assessment applicable
to peanuts produced in 1972 and for the
crop year beginning July 1, 1872, shall be
as follows:

(a) Administrative expenses. The
budget of expenses for the Committee for
the crop year beginning July 1, 1972, shall
be in the total amount of $285,000, such
amount being reasonable and likely to
be incurred for the maintenance and
functioning of the Committee, and for
such purposes as the Secretary may, pur-
suant to the provisions of the marketing
agreement. determine to be appropriate.

(b) Indemnification expenses. Ex-
penses of the Committee for indemnifica-
tion payments, pursuant to the terms and
conditions of indemnification applicable
to 1972 crop peanuts, effective July 1,
1972, are estimated at, but may exceed
$3.5 million, such amount being reason-
able and likely to be incurred.

(¢) Rate of asscssment. Each handler
shall pay to the Peanut Administrative
Committee, in accordance with section 48
of the marketing agreement, an assess-
ment at the rate of $2.55 per net ton of
farmers stock peanuts received or ac-
quired other than those described in sec~
tion 31 (¢) and (d) ($0.30 for admin-
istrative expenses and $2.25 for indemni-
fication expenses).

(d) Indemmnification reserve. Monetary
additions to the indemnification reserve,
established in the 1965 crop year pur-
suant to section 48 of the marketing
agreement, shall continue. That portion
of the total assessment funds accrued
from the $2.25 rate and not expended in
providing indemnification on 1972 crop
peanuts shall be placed in such reserve
and shall be available to pay indemnifi-
cation expenses on subsequent crops.

The expenses and rate of assessment
‘are, under the agreement, on a crop
year basis and will automatically be ap-
plicable to all assessable peanuts from
the beginning of such crop year. The
handlers of peanuts who will be affected
hereby have signed the marketing agree-
ment authorizing approval of expenses
that may be incurred and the imposi-
tion of assessments, they are represented
on the Committee which has submitted

DEPARTMENT OF AGRICULTURE

Agricultural Marketing Service
[Marketing Agreement 146]
DOMESTICALLY PRODUCED PEANUTS

Budget of Expenses of Administrative
Committee and Rate of Assessment
for 1972 Crop Yeaor

Pursuant to Marketing Agreement 146,
regulating the quality of domestically
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the recommendation with respect to such
expenses and assessment for approval;
and handlers have had knowledge of the
foregoing in their recent industrywide
discussions and will be afforded maxi-
mum time to plan their operations ac-
cordingly.

Dated: June 7, 1972.

FrLoyp F. HEDLUND,
Director,
Fruit and Vegetable Division.

[FR Doc.72-8790 Filed 6-8-72;8: 50 am]
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