17tH CONGRESS } SENATE | Rerorr
2d Session No. 1540

AMENDING SECTION 1700 (a) (1) OF THE INTERNAL
REVENUE CODE

Juory 9, 1942,—Ordered to be printed

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

REPORT

[To accompany H. J. Res, 318]

The Committee on Finance, to whom was referred the joint resolu-
tion (H. J. Res. 318) to amend section 1700 (a) (1) of the Internal
Revenue Code by exempting from tax the amount paid for admissions
to theaters and other activities operated by the War Department or
the Navy Department within posts, camps, reservations, and other
arcas maintained by the Military or Naval Establishment, having
considered the same, report favorably thereon with amendments and
recommend that the joint resolution as amended do pass.

After the enacting clause on page 1 strike out lines 3 through 7 and
on page 2 strike out lines 1 through 7 and insert the following:

That section 1700 (a) (1) of the Internal Revenue Code, as amended, is amended
by inserting after the words “members of the military or naval forces of the United
States when in uniformm” a comma and the words “members of the military and
naval forces of any of the United Nations, when in uniform,”; and by inserting
al the end thereof the following sentence: “Amounts paid on and after October 1,
1041, for admisgion to theaters and other activities operated by or under the con-
trol of the War Department or the Navy Department within posts, camps, reser-
vations, and other areas maintained by the Military or Naval ,I'Jstfahlishmcnt. shall
be exompt from the tax imposed by this section: Provided, 'I'hat the net proceeds
from said admission charges are used exclusively for tho welfare of the military or
naval forces of the United States,

Amend the title to read:

Joint resolution, to amend zection 1700 (a) (1) of the Internal Revenue Code to
extend to the membera of the armed forces of tho United Nations the exemption
from the tax on admissions in cases whore admission is free, and to exempt from
tax the amount paid for admissions to theaters and other activities operated by
the War Department or the Navy Department within posts, eamps, reservations,

Al

and other areas maintained by the Military or Naval Establishment,

The joint resolution as amended by extending to members of the
armed forces of the United Nations the exemption from the tax on
admisgions in cases where admission s freo, grants to them the
privileges given the armed forees of the United States regarding ad-
mission taxes under the Internal Revenue Code. The Treasury
Department is in accord with the policy of this amendment,.
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The joint rvesolution provided that amounts \mi(l on and after
October 1, 1941, for admissions to theaters and other activities oper-
ated by or under the control of the War Deprrtment or the Navy
Department within posts, camps, reservations, and other areas main-
tanined by the Military or Naval lstablishment shall bo exempt from
the tax imposed by seection 1700 (a) (1) of the Tnternal Revenue
Code, as amended, provided that the not proceeds from said admission
charges are used exclusively for the wvl}um of the military or naval
forces of the United States.

The purpose of the joint resolution is to restore the exemption from
the collection by the Army and Nuavy of a tax from members of the
military and naval forces on amounts paid by them for admission to
theaters and other activities condueted within the limits of arens
maintained by the Military or Naval Istablishment. Such admis-
sions were exempt from tax during the first World War and in the
intervening years until terminated by section 541 of the Revenue
Act of 1041,

Motion-picture entertainment is provided on Army posts, camps,
and stations 8o as to lessen the tendeney for enlisted mon to seek less
wholesome entertainmont elsewhere. It is the policy of the War
Dopartment to provide this servico, without secking funds from the
Congress, through the receipts dorived from the making of a small
admission charge, in the bnfiaf that the maximum of eflicioncy can
thus be secured, The imposition of a tax would require an cffectlivo
admission cost in oxcess of that required to meet the oxpoense of
operntion and would result in public funds being erontoed by roason of
a War Dopartment policy which offects a largo saving of public moneys.

Tho necessity for the proposed legislation is sot forth in the following
letter from the War Doepartment:

Wanr Depanrvyvent,
Washington, March 28, 1942,
T'ho Spraker, Housn or REprEsENTATIVES,

Dean M, Seeasen: During the first World War and in the intervoning years
the Revonue Aots then in offect oxompted the Arimy and Navy from the ecollection
of n tax on amounts paid for admixsion to thenters and othar netivities conduoted
within thoe limits of ponts, enmps, reservations, and other areas maintained by the
nmilitary or naval cstablishmoents,  'T'he basis for this oxemption was the fact
that the proceeds from sueh activities Inured exclusively to the benefit of persons
in the ml\itury or naval sorvices of the United States,

On October 7, 1041, it came to the attentlon of the War Department that this
exemption, cmbodied in seation 1701 of the Internal Revenue Code (53 Stat. 100)
nlong with exoemptions in fnvor of clvillan agencles, had been terminated by
section H41 of the Revenue Act of 1941 In the bellef that the termination of the
exemption for the Army and Navy was an anet of inadvertonce, and not one of
intent on the part of the Congress, steps looking to the recuring of remedial legis-
Intion were taken,  With the concurrence of the T'reasury Department action was
not taken to tnereasn the admisston prien to the military personnel to the oxtent
req sired to cover the tax, but a careful record has bheenw kept of the tax lHability,
The amount requirved to disehrrge this Hability, In the event that the Congress
does not see (W to grant an exemption, has been hnpounded from funds which
otherwise wonld have aeerued to the United States Army Motlon Ploture Service
Lo meet the urgeit need for the new theaters required by the expansion of the
Army,

The Unlted States Army Motlon Pietare Sorviee operntes, without benefit of ap-
proprinted funds, onn »u,-ll’-mmtulnhu} basin through the receipts from ndmissions to
thoaters matntained on Army posts for the entertalnment of members of the mill-
tary establishment,  1ts purpose is to sustadn morale by providing entertainment
on the post at a priee within the means of tho avernge soldler so as to leasen the
tendeney for him to reck leso wholesoine mimusement elsowhere,  All poats are
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entitled to this service without regard to whether the population of individual
posts is suflicient to provido self-sustaining operation.  All reeeipts flow to a
control fund from which all expenses are paid,  Such profits ag are vealized are
shared ivc by posts with pmﬁlu‘)lu theaters, and the balance is used for the pur-
chase of squipment for new theaters and the replacement of equipment, in existin

thenters. 'l'}m share of the profits sent to post commanders is used for the genera
welfare of the enlisted men, for purposes which otherwise would necessitate the
War Department’s calling on Congress for equivalent funds,

Irior to September 1, 1940, the majority of the theater buildings on Army
yosts were financed in whole or in part from funds of the U, 8. Army Motion
Yotnre Service,  Since that date all theater buildings have been provided from
approprinted funds,  While the buildings are termed “theaters” they are in
reality post auditorinms, being used throughout the day, and on oceasions in the
evening, for purely military purposes, such as the projection of training and
cdueational motion pictures, lectures and other goetherings., They become
theaters in the evening.  The equipment requiced ineident to the use of the
building ns a theater is supplied from funds of $he Army Motion Picture Serviee.
In expanding from its peacetime cireuit of 92 theaters to its present 430 theaters,
a total of $1,376,000 has been expended for equipment.  To complete the pro-
gram ineident to the expansion from 430 to the cventual 700 planned theaters,
the U, 3. Army Motion Picture Service will be required to expend for equipment
$1,250,000 for which it presently has but $595,000. 1f the funds which have been
impounded to cover the tax lability wero available for the purpose of purchasing
equiptont, the Armf' Motion Picture Service would be but a small amount, short
of the tunds required for equipment for planned theaters.  If this money is freed
for the purchase of cequipment, the Army Motion Picture Service would then
be i a position to consider making a reduction in the admission charge to military
personnel.

If motion-picture entertainment were provided with funds approprinted by
(ongress there would of course be no charge for admission, and consequently
no basis for the collection of a tax.  ‘i’he requirements for equipment, which, as
shown, iy vitally needed for the visual military training of the soldier, would
have involved an initial outlay of $2,500,000 of appropriated funds and approxi-
mately $5,000,000 per year for operation expenses. It is believed that the
Congress will agree that it is neither logical nor equitable that o poliey of the
War Department which produces such a large saving in publio funds should
operate Lo ereate publie funds by a tax on members of the Military Fstablishment
incidental to theiv attendance at motion pictures provided ag an aid to the main-
tenance of good morale,

The delay which has oceurred in securing adviee ag to whether remedial legisia-
tion would be in accord with the program of the President and in securing the
views of interested Government departments, while unavoldable, has been mneh
more prolonged than could possibly have been foreseen at the outset,

Thero is inclosed a draft of a joint resolution “exempting from tax the amount
puid for admisgions to theaters and other aotivities opernted by the War Depart-
ment or the Navy Department within posts, eamps, reservations and other areas
maintained by the militury or naval establishments.”

Passage of the reguestod legislation will inure (o the benefit of the military
and naval forees of the United States, 1t will involve no diveet expenditure of
publio funds but, rather will result in a raving thereof as hereinbeforo explained,
Fhe Direotor of the Burean of the Budget advizes that the proposed legistation
has the conourrence of the Seeretary of the Treasary and that it s in aceord v.ith
the prograin of the Mresident,

Respeetfully,
Husky L. Srimson,
Seerelary of War.
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