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Rd Session 1 No. 1540

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

JULY 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
areas maintained by the Military or Naval Establishment, having
considered the same, report favorably thereon with amendments and
recommend that the joint resolution as anmeon(Ie( do palss.

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

'That section 1700 (a) (1) of the Interial Revenic Code, as amended, is anleIi(led
by inserting aftor the words "ncinbl)ers of the military or naval forces of tho United
States when in uniform" a comma and the words "mniembers of the military and
naval forces of any of the United Nations, when In uniform,"; and by ffilnsertilig
at the end thereof the following sentence: "Amnouints pald on and after October 1,
194 1, for admission to theat-ers an(d other activities operated by or un(ior the con-
trol of the War D)epartinent or the Navy l)eD)artnlent within posts, camps, re.¶er-
vations, and other areas mitaintained by the Military or Naval IE'staablishimnent, shall
l)e exelolpt fromt the tax inln)osd(i by this section: Provided, 'I'Tlat the net.t )rocee(1s
fromt said admission charges are used exclusively for tho welfare of thoe military or
naval forces of the Unitced States.

Anmeni(d the title to row(l
Joint resolutions, to animal s ion 1700 (at) (1) of the Internial Ulevenue Code to

extendll to theilienie erd Of tile artilel forces of theo Unitedi N atiolvi the exemiptioI
fromI the tax on adInisHiois in cases Whore adi1;issiOII is free, an[l to exe11ip)t from
titx thle amont 1)nid for 1lidniksioiii to theaters aII(d other activities operated l)y
tle War D)epitrtnent or the Nitvv l)Dejartioiet withinl p)o(sts, (Vilil)p, reservations,
111(1 ot her' arvas niitained(t 1w tie Nilitiiary or Nit\avl E.st abimnent.

'Th joijit, resohlilioll is1lihlle(ll)dy extolldilig to m1wllbierss of thle
ai ilne(l foIces of thie united Natioms the exception from the tax on
ad illissiolls inI (n5('5*" where admillissioll is fil', gralits to thleli the
)t iv ilgves given thl arnvdi forces of the(nuitoed States rvgatr(linig ad-
s111siol taxes uIlnder II li Initemrial Revenie Code. The 'I'roasiry
Dl)epmirtmlue t is; illnaccord wit'll the policyy of this am11end1mIelnIlt.
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'Plhe joint i'esoliiti0In pro vidol('(1that iiiouii t5 \n.d on n nl aft.(,(
O('tober 1, 1 94 1, for 11(d~isS;ions to 1,w alt'ersflland 0 ier fl(t' ivitieIISoJler
I t~ob'1iy oi' 1111(1 (' thiv( (on'riol of thle X\' ir DP1 (j3ritneit oP- tliI N avy
D)epaItInnIII t withI inII)0OS(5', cainps res I'vNfit joimis , In I (I ot III I, It eUv liasIIIn..I
Citilwd~by ti) Nifiiitti ry or N naval I'jstilllishlime t~Shiall ibe eXempt from
iiihe hiax iriposvd b~y sectLion 1 700 (at) (1) of tb (' htern1'l Ri1evonui'
("odce, U aiiieided, 1)P-ovidOe th~itt, the n101 n)ocvvds fr'om Said afllnIISSIon
chliniiges are( mwd'( eX(h'Ilsi vey fori'te wve are, of the miniiitary oP' 11a villl
forces of tile Uniitedl States.
Tb ec. purpose of the joint resolliit'ionl is to recst~ori' the oxemlltioll from

tihe coilvecLion by the Army a-nd Navy of at tax from members of the,
fui Lamy ad naval foirevs Onl amounts paid lby th eml for admission t'o
theatters 1111( ither acetivit'ies co(lidctedl with in the limits of arl-as
I11ilainailiedl by the Military or- Naval EsAtabi)i511.(itt. Such adiniis-
sions; were exemIlpt from tax (luring the first. Womld Watr anld ill tho
interveiuig" years unit'il terImniliuitv b~y sectiol .54 I of the ReveQilloe
Ac't, of 1 94 1

Mlotion..picture- entertalinmint, isi provid1ed Oil Arnmy post's, camI'lps,
andl sta Lions so ats to lessen the, t ndenvy for enlisted men01 to seek less
whole'somle entert.,inme1lnt, elsewhere. ,it is the policy of the W~ar
Ipartt min t, to provide this Service, wvitihou L seeOking funds from the
C'omigress, through the reccipt~s derived from thio making. of at small
admission charIIgo, inlOthehi!ft hlt, t-1e 1maximum111 of officienicy can1
thus 1)0 seeurod. Tim imposition of it tax would req nire anl Oflectivo
ad missionl cost inl Oxcess of that required tO mieet, thle oxpense of
op)1rat~ion and would result in public funds being oreatoel by roasonl of
it Warl Do)partmelnt, policy which Ii offeects at 1arge Saving of pul) 110 lynone~ys.

'Pli nec-etsity for tin propose d legisaicion is s;et' forth in tOm fo allowing
let r from thre WVar iDepartmemit':

11 (hinyl/oYL, *lfirchP '8, 1 9 /,1
TMle SPE~A REMI, ItOUBIIH5 1UPRE1'Hi50ENTArilvi-n1.

1) RAil M ift SP'EA KERa DI)irlig O1m( fi rt World War andi In thle Intorveinlg yearti
tli, Revoiniu Aout.j, tOwi nill ofct, oxonipted tho A rmiy IaI Naivy fr'on tile collect ion
of it tax~onl amonoiito paid (or 11(111limilol to thicat eir and othiei actltimVItlecond(Ic tedl
with in tho I 1lie tm of po011t, Cloilipt, rciairvatlonie, and other areas imaint aind~by tho
mmilit ary 01' mIavitl (bntabhfllehmntn. 'The baei for this,, (xeelpIion wie the (hct
that the proceeds- (1o111 nilChi aeti''Itl4ice111Mlidi (3X01leIiV~l to the IPenefit, of lI)PUOVnH
inl tho 11mil lit ry or naval liorv iecil of thre United stat es.

O)n October 7, 194 1,It clumiie to thw tattt 'i on of the Whar P)(paritviaW that, thim
(Ixomjt ion, evinbodie~ IlIPlsmojo 1 701 of the hilteirial IP'lvellme ( Xode (53 1 90)
Along With1 P ~x Oil jiI Iois inl favo r of Olvii ian agenic les, had1( beelltoIerie nt ed by
mev I i(?i) 5i I of I, e I1(v('1twi Aol of I )1H. Iin th belief that the terminlnitloti of tho
exvintlijion for th Ariii and Navy was an ILot of ii1aiv('m-toIlee, and not, onle of
imileit, onl the mrt, of I ho (Comgremm, lmtej) looking to the mectirinig of r'emed~ill legls"
lat ion were t alcen, WVith the Icoticurrence (-If tho Tlrease ry Dv)part mint ationtle was
n ot. tttkik (' oI n creaitse I lie ad In iisioni pr-lom to tho nillit vy, pieretii nel to thhe('li~t,
re I1dred to cert-he (i x, but, a carefiil roe'rrd hais been' kept of t he t ax liability.
I'FIhE' 1iiolI!It re(II II i'u to (dimeehlya teh 18 111)1)h111y In thle 0 vent, that the C( Ion rests
(Iml's not1 CII' fit, I o grit filln exelitIptIon, hallhvIIw m piijoundedl (rei fndqio d ell(
ol hivrw le woo Id 11i ave a ecrI ird to'I heUnlted SIiltt eS Army Motilon Pietirmno rvice
to mnefeel vI1iiige-;1t neu I for Ilwlifei eW Ii'livton('i .lU ifred l the ex pitnson of the

I'IlheU ~t io States A rimy M otioPlol ettiir(' Srvivec o) )(ritv1('4, wi thotit, benefit of ap-
lpropri at d ((1n11 C,oisofIf-iiitidsutuiII higasi th rouphtIlie(' eel 1)IN(-18rot n ad ~inii 1ioit

(tary esvabiieliilent. I I pilrpose is to ~tiltiaili mor(ale by'v)rov~iding ('ntertgtilulnlent.
onI lit,' pos iat it Jprle viwilhin Ohi'mnus of Iwlie vnagi' mlohlernoHO I to lessenl the
hIeideite1Y for Willt to ,s'ek h's-i wvhiolf'oin,,~ aiitsimt''it elsewherv, All IM)3tH aruC
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cilititled tto t his service wvit hout regard to whet her the p)ol)lattionl of lii(lividual
posit. is itlicieia to prjo\' ld wilf-Suistaiilinig operate ion. All receil)ts flow to a
eoitrol ftNn from which all

,

expenses tire paid. Such )rofits ats airc realized tire
shared in by po)sts With prohita)le tlivaters, and thleaI alnce is used for the pur-
eloise of '(j1ii m)ient for new8' theatters andl the rel)lacemene t of equipment iln cxistil
theatters. '1'Tio shiar'e of the lproli ts sellt, to p)0ot commandaiiers is llX('1 for t he (general!
Nvolfarei)f thle eniliste(l illeli, for l)iprl)055s Nvhilieli ot herwis' w(o1ul(l IeI'l'ssit ate thle
War, I )vpartien t's etillinu!)io (Conigress for e(qivaleit fulnl(s.

Ilrior to Sept ember 1, 10-10; the miajorit y of the theater bi ildlings onl Army
wests wcre financed ill whole or iln part from funds of the J S. A rmny Motion
`iivtiire Service. Since that (lateo ill theater buildings have been provided from
\il)lprlo)riate(l fuln(ls. While the buildings are termed ''theaters"' they nre ill
reality lost miditoritiis, being lusc(l throughout the daty, and oil occasionIs ill the
evelling, for purely Imilitary puri)oses, such as t l(e p)roject ion of training anld
edlivatioltlanl lotioll )ict umres, lectures and( other gvatherinig. They btevoiie
theater ill thle evening. Thie cquil)nienllt rql lia-(6l incident to tile ulso of thle
building as a theater is supplied from fhnds of "lie Army Motion Picture Service.
Ill exp)anllidig froml its peacet illme circuit of 92 theaters to its present 430 Oheaiteris,
at total of $1,37t1,000 hIts b~een expende(l for e(luil)pment. 1 O Coimp)let(e tih l)lo-
graini incident to t le expan1sion from 43)0 to thle event nal 700 planned theaters,
th I . S, Armiy Motion Picture Service will be requiire-d to expend for e(liuil)pment
$1,250,000 for whiichi it l)resently lhas but $,595,000. If the funds which have beel
ilmol)olnd(Ie(l to cover tlie tax liability were available for thle l)lirposo of l)iriasging
yl)iii0nt, thle Armyv Niot ion Picture Service would he but it small aiiiount short

Of th^e funds require(I for equmll)iiient for planned theaters. If this miioney Is freed
for thlie l)IIrliftse of q(u il)iiipelt, thle A rmiiy Mlotion Pict iirv Service would then
he illna)osition to eoliisole, inmaki ng a re(l ction) ill tlh n(liad mission charge to in military
personnel,

if Illotionl-picture etert aliniientwere provided withIi funds appropriated by
('ongress t hero would of course lie no Charge for admission, and consequnen tly
II0 basis for the collection of at tax. 'The requirements for eutIipiiien t, whiell, s
shownl, is vitally lied(lel for tile visuIal imil itary training of ilie soldlier, wVould
lihve involved ll iniit ial olattly of $2, 500,00() of al)l)ropriated funds and aipproxi-
ImatelV $r),000,000 pe)'r year for ope rat ion exp)eIIses. It hI believed that th1e
(CiigreSS will agre t11hat it is neither logical(I r equitable that a I oICy of the
W ari ID)eptIartiiieii, w hiIchli prO(dltces u cIc ia la rge saving in I)mlie ftilldIs shoiou1(1
oper-te to create public fulnldsy; a ta\x onl ilmuellbnr"i ,of ltli ,Military E'st ablislinienlt
ilnIcii Icld to their a t.tteilamlice ait IImotiOn piet ii.;e provide(ld as aii ai1( t o lt iaiii-

niimiice iif good I mmoralle,
'Ihi, delaty whiih ha11.s occurred ill securing advice as to whet her reinedial legislu-

do()ll wnouId be Ill accor(I w i t.11 tIleP rograil of t he I'resi(ic mit ldIl(lIn seenrii n g ( he
views of iiitv'reste(dI (lovernimilenut dIe Ipartmiueiints, whil1eIu1v oI(l)le, has betmt} 111(1cli011
Inre )rolonge(I th11miI coli(l possibly have l)eII foresvell at tile outset.

'[he icis Ineloso I a (Iriflt of at j oint r('soltttioII ''exciil)til ug fromItax thlie IImounIIIt.
paid for fidmiissiois to tilhat ern Andl other activitie.s operated by tlie War D)epart-
lno it or tIhe Navy D)e iartmonmen twittn1wtpsts,t icamp5s., Irsvtions ad other areas
ini;in t al nedI by the nilitiary or uiavatil establdisliment15. 4

PIassatge Of the requestelld legislatioInwill iillre to tIhe benvelt. of thle inilitary
and iitvavl forces of t lie l11iite(d Staties, It. will in evolve Ito direct vo('llpditlro (of
publicH fu(nd(s blutt iat1li, 1 NV'Il result ili at saviig thereof ais heeimilmefort explained.

('lbe 1)1i'otot' of the 1111uvanll of tIhe 1miudgo t ilvises tOlat t lie pro o'se I lestla1tion1
itS the(! coliu'reliv)(e of the Sveretamy of tiltl T[remlus atd(l thlit it 1is in ae(ort v.ithl
the plntogrumi- Of thlIe l'resideIIt,

R(v)'ivot fully,
1IImNY L. STINIAON,

er8ctrliry of Wa(r.
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