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Dear Mr. Hudnut:

On March 11, 1974, you transmitited to us a letter from
Mr. Trueman T. Rembusch, Chairman, Trade Practice Committee, Theatre
Owners of Indizna. Mr. Rembusch's letter referred to our February 14,
1874, report to vou. You requested comments or information we may have
on Mr. Rembusch's letter.

On March 28, 1974, we met with Mr. Rembusch and discussed complaints
filed with the nggggé;mgggggggﬁﬁggg;ggm£;R§}%concerning alleged violc-
tiong of the-June 13, through August 12, 1973, Special Price Freeze. One
complaint concerned Warner Brothers Distributing Corporation, and the
other concerned Iwentieth Century-Fox Film Corporation. We also discussed
a complaint possibly filed concerning Pazamount Pictures znd its pricing
of the movie, "The Godfather." TT——
QiR Rl

The complaint against Warner Brothers us filed with the Indianap~
olis, IRS disgric office snd transferred to the Cincinncii IRS district
office. The complaint against Twventicih Century-Fox was filed with the
Des Moines IRS distric: office., The possible complaint against Paramount
Pictures was reportedly filed with the Los Angeles IRS district office.

On February 15, 1974, IRS forwarded to the Cost of Living Council
(CLC} information on its investigation of the alleged violation by
Warner I'rothers. IRS asked CLC to determine whether motion picture
‘distributors were subject to the Special Price Freeze and whether each
motion picture theater was considzred a separate class of purchaser. On
April 5, 1974, CLC ruled affirmatively on both questions and subsec-
quently transmitted this ruling to IRS,

On April 18, 1974, IRS issued a remedial order to Warner Brothers
for an alleged violation of the Special Price Freeze regulations. An
IRS official said that on April 28, 1974, Warner Brothers had requested
a conference for rebutting the remedial order.
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After contact between Warner Brothers' attorneys and an IRS conferce,
the couferee concluded that the Government would be in an untenable posi-
tion to sustain the violation, He based his decision on an August 11,
1972, CLC determination that the application and enforcement of price
contrels on motion plicture rentals is not feasilble, due te the highly
complex indusiry pricing practices. Although the conferee recommended
revocation of the remedial order without prejudice, the IRS national
office asked that the decision be delayed until the case was heard by a
case rvesclution panel. The pancl's purpose was to resolve cases not
easily resolv-d by district ccenferees. This panel was composed of a rep-
resentative from the CLC Generzl Counsel, the CLC Office of Operations,
the Departicent of Justice, and an IRS analyst. After the conferee pre-
sented the case before the panel, the panel ruled on May 22, 1974, that
the conferee's recommended IRS dicposition be upheld due to "insuffi-
cient docuncutation.' Accordingly, the remedisl order has been revoked.

With respect to the complaint against Tventieth Century-Fox, IKS
told us that its Des Moines district office had not developed sufficient
information when the Harner Brothers case was being pursued to show
whether theve was a violation of the Special Price Freeze, Originally,
IRS said that the Des Moines district ofiice would be directed to quickly
pursve the Twerti 'h Co..tury~Fox ense 1f Warner Brviharc won its crse,
IRS told ws thot 40 hed chosen to purque only one of these tv corpl
in an e¢ffort iﬂ auiecily redeece it cenpliance cace i!VCQCL Y ooooavse
Econwie St=bi v fion Prepesn authoricvy had lapsed on April 230, 187
and w1n4~ Gown acci &

fal

e 30, 1974, Howewer, on

et the Des Foines 1InS dis-
inuna worl on the ceinlaint

, merovondud Lo us, LIRS
investigation. Also,

s 2 in viev of the resolu-~
dlon pilcture industry cases.

IRS alaso saild that the exbibitors who fecl they may have incurred
unjustified price increwses heve exhauvsted their asdwinistrative remedies.
However, the Econouwic Stabilization Act of 1970 provides that any person
suffering legal wroag because of any act or practice arising out of the
Econonmic Stchilization Act of 1970, or any order or regulation issucd
under the act, mzy bring an acticn in a district court of the United

tates for apprepriate relief, including an action for declaratory
judgment, writ of injunction, und/or damages.

In Mr. Rembusch's letter to you and in our discussions with
Mr. Rembusch, he referred to complaints which mﬂy have been filed with
IRS alleging a vioclation in pricing the movie, "The Godfather." An IRS
national office official contacted the Los Angeles IRS district office on
May 8, 1974, to inquire about these complaints. The official said there
had been numercus complaints fron consumers, not theater owners,
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concarning ticket prices charped by theater chains exhibiting "The
Godfather.” He alss told us that as a result of an IRS investigation
and an IRS Chief Covncol ruling, the higher ticket prices for that nmovie
did not violate the price control regulati. s,

_On April 1, 1974, vou requested that we furnish yeu a copy of the
March 7, 1972, Ietter from the Motion Picture Association of America to
CLC reparding a CLC interpretoiion of price controls on motion picturcs,
We have provided Ir. Rembusch vith a copy of this letter and are also
enclosing a copy for your recoxds.

Sincerely yours,

Jles Ao
C ALl (7 _/~ Tt &
Victor L. Lowe

D:rector

Enclosure
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