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Mr. Georag, from the Committee on Finance, submitted the following

REPORT
[To accompany H. R. 5802]

The Committee on Finance, to whom was referred the bill (H. R.
5802) to amend certain provisions of law relative to the withdrawal of
brandy for fortification of wines and production of wines, brandy, and
fruit spirits so as to remove therefrom unnecessary restrictions,
having considered the same, reports favorably thereon with amend-
ments and recommends that the bill as amended do pass.

The amendments are as follows:

On page 2, line 6, strike out the period and insert in licu thereof a
semicolon and the following: ‘
and by inserting at the end of the first paragraph the following new sentence:

“I'he maximum penal sum of any bond required by this subchapter for any bonded
winery or bonded storeroom shall be $50,000.”

At the ond of the bill insort the following new subsection:

(h) Clause (2) of seotion 5 (f) of the Federal Alcohol Administration Aot (49 Stat,.
084) is amended to read as follows: ‘/(2) as will provide the consumer with adequate
information as to the identity and quality of the products advertised, the alcoholio
content thereof (except the statements of, or statements likely to be considered as
statoments of, alcoholic content of malt beverages and wines are prohibited), and
the person regponsible for the advertisement;”’,

The purpose of the proposed logislation, as outlined in the roport
of the House Ways and Means Committeo, is to extend the provisions
of tho Internal Revenue Code making certain exemptions with respect
to fruit brandies and fruit wines to the brandies o} wines made from
pawpaws, papayas, pinoup{)los, and cantaloups, There is o surplus of
these fruits and it ig felt that permitting the formentation or distilla-
tion of them undor the same conditions that are extended to other
fruit brandies and winoes will help consume this surplus. It should bo
pointed out that these fruit brandies and wines are not exempt from
the payment of tax imposed on similar or like wines and brandies.

8. Repts,, 77--2, vol, 2———11
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As a part of this report and for the information of the Senate thore
is appended hereto a fettor from the Acting Sccrotary of tho Treasury
to tho chairman of the Committeo on Ways and Means of the House,
under thoe date of May 2, 1941, dealing with bill I, R. 2502, which in
part would have accomplished the same objectives as the bill I R.
5802, reading as follows:

May 2, 1041,
Hon, Ronewr 1. Dovanrton,
Chairman, Committee on Ways and Means,
House of Representatives,

My Drar Mn, Cuammman: Further reference is inade to your lotter of March
5, 1041, requesting recommendations or comments in respect of a bill No, H, R,
2502 (77th Cong., 1st sess.), introduced on January 21, 1941, by Mr, Izac, and
referred to your committee. The declared purpose of the bill is to “extend the
provisions of section 32566 of the Revised Statutes to cantaloups.”

The statute referred to as section 3255 of the Revised Statutes is now codified
as secetion 2825 of the Internal Revenue Code. It authorizes the exemption of
distillers of brandy from the fruits named in the section from any of the provisions
of the internal-revenue laws relating to the manufacture of spirits except from the
provisions relating to the tax on spirits, The section also contains provisos per-
mitting the use as distilling material of certain named wines whieh have been
artilicially sweetened; the fruit pomace residuum thercof; and grape cheese pre-
pared in the manner set forth in the statute. Because of their method of opera-
tion, many of which are the direct result of seasonal conditions, the fruit brandy
distillers have been exempted from many of the routine and detailed requirements
of the internal-revenue laws relating to distilled spirits. The inclusion of eanta-
loups and ecantaloup wine in the list of fruits and wines which may be used as
distilling materials by fruit brandy distillers operating under the exemptions will
not adversely affect the administration of the internal-revenue laws,

This Department will interpose no objection to the passage of the bill, It is
believed, however, that the Foed and Drug Administration of the Federal Se-
curity Agoncy might bo desirous of expressing its views in. respect of the manu-
facture of wine and brandy from cantaloups,

The Departiment has been advised by the Bureau of the Budget that there is
no ohjection to the submission of this report to your committee.

Very truly yours,
. Joun L. SuLnivan,
Acting Secretary of the Treasury.

IFor the further information of the Senate there is appended hereto
and made a part of this report a letter from the Acting Sceeretary of tho
T'reasury to the chairman of the Senate Committeo on Finance, dated
January 6, 1942, with roference to the amendments as adopted by the
Senate committee, reading as follows:

TREASURY DEPARTMENT,
January 6, 1942,
Hon, Wavrren I, (isoras,
Chairman, Committee on Finance, Uniled States Senale,
Washington, D. C,

My Dianr M, Cuamman: Further reference is made to your letter of November
10, 1941, requesting a report on two proposals submitted by Mr, Harry A,
Caddow, secretary-manager of tho Wine Institute, to amend a bill numbered
H. R, 56802 (77th Cong., lst sess.), to amend ceitain provisions of law relative
to the withdrawal of brandy for fortification of wines and production of wines,
brandy, and fruit apirits so as Lo remove therofrom certain unnceessary restrictions,
You enclosed with your request a letter dated November 6, 1941, addressod to the
Honorable S8heridan Downey by Mr, Caddow, and the proposed amoendments,

The bill would amend seetions 3045, 3031 (a), 3030 (a) (2), 3032 (o), 3038 (o),
2826, and 3038 (n) of the Internal Revenue Code by adding “pawpaw wines,
lm}myu wines, pineapplo wines, cantaloup wines’’ and “Pm\'paw brandy, papaya
brandy, pineapple brandy, eantaloup brandy” to the language of tho scctions
cnumerated, in the manner deseribed in paragraphs (a) to (g), inclusive, of the
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single section comiwlsing the bill, These paragraphs, cxcept (})amgraph (b)
would, if enacted into law, authorize the manufacture at bonded wineries o
PAWpAW, PRpaya, pinea{)ple, and cantaloup wine and the fortifiention of such
wines, respcetively, with pawpaw, Yupnya, pineapple, and cantaloup brandy,
The authorization by Congress of the manufacture of wine from any fruit or
material, or tho authorization to fortify such wine, will have no hearing or effeet
upon the collection of the revenue. However, the Food and Drug Administration,
Federal Sceurity Ageney, would be vitally interested in the establishment of
standards for winos and the fortifioation thereof, and it is suggested that the
pro!)osed amendments be reforred to it for an expression of its views, :

Paragraph (b), to amend the provisions of scotion 3031 (a) of the Internal
Revenue Code, would hgve the effect of extending to wine producers the same
privileges in respeot of the withdrawal, under bond, of pawpaw, papava, pine-
apple, and cantaloup brandy, and wine spirits, for the fortification therewith of
pawpaw, rapuya, pineapple, and -cantaloup wines as they now znjoy in respect
of the withdrawal of wine spirits and brandy for the fortification of other wincs,

Mr. Caddow’s first proposed amendment is to strike the language of paragraph
(b) and substitute therofor the language contaiued on pages 1 and 2 and the top
portion of page 3 of his enclosure with his letter to Senator Downey. The
language of this proposal is identical with the language which appears in line 25
on page 4, all of pages 5 and 6, and in lines 1 to 6 on page 7 of the draft of H. R,
5802 which you submitted to me, It appears from Mr. Caddow’s letter that
when H. R. 5802 was amended in the House Ways and Means Comumitteo the
wrong paragraph of the bill was inadvertently stricken therefrom. Paragraph
(b), which was permitted to remain in the bill, would amend section 3031 (a) of
the Internal Revenue Code only by the addition of the names of the wines and
brandics referred to above. The paragraph which was stricken through inad-
vertence, and now sought to be restored, would have accomplished the same
purpose as paragraph (b) and in addition would have (1) stricken from the
section the requirement that the wine producer’s bond should be sufficient “to
fully cover at all times” the payment of internal revenue tax due to be paid by
him, and (2) added a specific injunction to the effect that ‘“‘the maximum penal
sum of any bond required by this subchapter for any bonded winery or bonded
storeroom shall be $50,000,”

The Treasury Department is of opinion that winemakers’ bonds in maximum
{)cnal sums of $50,000 will be suflficient, and that the incorporation of a $50,000
yond limit in the law will not create a hazard to the revenue.

Mr. Caddow's second proposed amendment is that a new paragraph, num-
hered (h), be added to the bill to amend the second clause of subseotion (f) of sec-
tion 6 of the Federal Alcohol Administration Act, approved August 29, 1935
(U. 8. C,, Supp. V, title 27, sec. 205 gf) (2)). The preliminary portions of section b
and subsection (f), and clause (2) of the subsection read as follows:

“SEc. b. It shall be unlawful for any person engaged in business as'a distiller,
brewer, rectifier, blender, or other producer, or as an importer or wholesaler, of
distilled spirits, wine, or malt beverages, or as a bottler, or warchouseman and
hottler, of distilled spirits, directly or indireotly or through an affiliate:

* * * * * * *

“(f) Advertising: Tq publish or disseminate or cause to be published or dis-
seminated by radio broadcast, or in any newspaper, periodical or other publication
or by any sign or outdoor advertisement or any other printed or grap‘zia matter,
any advertisement of distilled spirits, wine, or malt beverages, if such advertise-
ment is in, or is calculated to induco sales in, interstate or foreign commerce, or
is disseminated by mall, unless such advertisement is in conformity with such
regulations, to be Prescribed by the Administrator, * * * (2) as'will provide
the consumer with adequate information as to the identity and quality of the
products advertised, tho aleoholic content thereof (except that statements of, or
statements likely to be considered as statements of, alcoholic content of malt
beverages [*] are prohibited and except that, in case of wines, statements of alcoholio
contend shall be required only for wines containing more than 14 per centum of alcohol
by volh_u?c]), and the person respongible for the advertissment; * % 377 [flalics
supplied,

r. Caddow's Eroposnl to amend is that at the point in the sccond clause
indicated in the abovo quotation by an astorisk in brackets there shall be added
the words “‘and wines”, and that the language in italics in the above quotation of
the clauso be eliminated, Theso two amendments accomplish one purpose, i. e.,
the prohibition of statoments of the alcoholic content of wines in ‘any advertise-
ment by radio, newspaper, periodical or other publication or by any sign or
outdoor advertisement or any other printed or graphic matter.,
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This Department is of the opinion that this proposed amendment.will have a
good effect because it will exclude from the advertising media mentioned the
reforences to the alecoholic content of the product advertised. It is entirely con-
sistont with the position the Department has taken in respect of the advertising
of fortificd wines. 'T'here the Departinont’s position has been that the advertisers
of wines shall not use the word “‘fortified”’ in connection with their advertisements
because the word ‘fortified’”’ indicates the strongthening of a normal wine by the
addition of distilled spirits. Indeed, the effect produced by the departmental ban
on the use of the word “fortified” in connection with the advertising of wines is to
some extent nulllfied by the statements of alecoholic content of wines as required
by the law,

This Department will offer no objection to the amendment of H. R. 5802 in the
manner suggested, nor to the passage of the bill if so amended.

- In view of your recent request for expedition, it has not been possible to secure
the usual Budget clearance on this report.
Very truly yours,
Joun L. SuLLivaN,
Acting Secretary of the Treasury,
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