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ENROLLED BILL MEMO H.R. 2884 -- VICTIMS OF TERRORISM RELIEF ACT OF

v Subject: 2001 SPONSORS -- REP. THOMAS (R ) CALIFORNIA AND 129 _COSPONSORS

| aAcmion Fw Con ACTION FYI

| vice presiDENT - v O  HAWKINS v o]
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BARTLETT E/ O HuGHEs v 0O
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GONZALES Ii/ 'O SPELLINGS o O

~ |HaGIN O O CLERKe O
| ~ OTHER o
. REMARKS:

PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY, X62702, NO LATER
THAN 5:00 PM, FRIDAY, JANUARY 18, 2002, WITH A COPY TO JIM JUKES X53458.

THANK YOU.

RESPONSE:

_ Harriet E. Miers
Assistant to the President
and Staff Secretary

Ext. 62702
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~ Attachment

 Other Provisions of HR. 2884
- Tax Relief to’Victims of September 1 lth and Anthrax’Attacks |

7 Payments by Charitable Organ1zat1ons Treated as Exempt Pament ~Under current
law generally, charitable organizations described in section 501(c)(3) of the Internal Revenue:

Code are exempt from taxation. In order to qualify for a 501(c)(3) tax exemption, an :
oorganization must be organized and operated for exempt purposes. The enrolled bill would allow
~ charitable organizations to make pro rata payments prospectively to families of victims of the'
‘September 11th terrorist attacks and anthrax attacks without making a specific assessment of
. need, if the payments are made in good faith, using a reasonable and objective formula that is.

_ con81stently appl1ed :

Exclus1on for Certaln Cancellatlons of Indebtedness. Under current law gross income
- generally includes income that is realized by a debtor from the discharge of indebtedness. The -
-enrolled bill would exclude from gross income any amount realized from the discharge of
indebtedness if the indebtedness is discharged by reason of the death of an individual as a result . -
- of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after = -
.. September 11, 2001, and before January 1, 2002. In addition, the eénrolled bill would provide
- that the 1nformat10n return filing requirements that otherwise apply to discharges of indebtedness

~ would not apply with respect to any discharge of indebtedness that is excluded from gross
income. This provision of the bill would apply to discharges 1 made on or after September 11,
2001, and before J anuary 1, 2002 :

. Other Tax Relief Prov151ons

The enrolled blll would provide other tax rellef 1nclud1ng relief to certaln victims of
B terronsm

ersonal Exemptlon Deductlon for Certain Dlsablhg Trusts. Current law prov1des a

$300 personal exemption for trusts that are required by their governing instruments to currently

. distribute all of their income. For other trusts, present law provides a § 100 personal exemption.
These exemptions are in lieu of the personal exemption that generally is provided for individuals.
‘The enrolled bill would allow certain disability trusts to claim as a personal exemption an -
amount based upon the personal exemption provided for individuals, rather than the $300 or__ ‘
$100 personal exemption provided under current law. This provision would apply to disability
trusts the beneficiaries of which have been determined by the Social Security Administration to-
" be disabled under the definition used for determining eligibility for Supplemental Security
Income. This provision of the enrolled bill would apply to taxable years of dlsablhty trusts
) endlng on or after September 11, 2001 ’ ' : : :



‘Taxation of Disaster Relief Payments. Under current law, there is generally no
exclusion from gross income for disaster relief payments. The enrolled bill would provide a
specific exclusion from income for "qualified disaster relief payments."” A "qualified dlsaster ’
~ would include a disaster which results from a terrorist or military actlon a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. - In addition,
the enrolled bill would clarify that compensation payments under the Air Transportation Safety
and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm
or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
~ from gross income. This provision of the enrolled b111 would apply to taxable years ending on or
7 ’aﬁer September 11,2001.

Income Tax Relief for Ind1v1dua1s Who Die as a Result of Terrorist Activity. Under
- current law, military and civilian employees of the United States who die as a result of wounds or

~ injury incurred outside the United States in a terroristic or military action are not subject to

 income tax for the year of death or for prior taxable years beginning with the taxable year prior
to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend

the current-law income tax relief to such personnel regardless of where the terroristic activity or-

‘military action occurred. This prov1s1on would be effective for taxable years endmg on or aﬁer

' September 11,2001.

) ‘Taxation of Dlsablhty Income Related to Terrorist Act1v1ty Under current law gross
income excludes disability income of U.S. civilian employees attributable to a terrorist attack

outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. Thls
. provision would be effective for taxable years ending on or after September 11, 2001.

Treatment of Purchase of Structured Settlements. A structured settlement arrangement
generally provides for periodic payments as damages in cases involving personal physical
injuries or physical sickness, or for amounts received under workmen's compensation acts for
personal injuries or sickness. Current law provides tax-favored treatment for structured
settlement arrangements. The enrolled bill would generally impose an excise tax on any person
who acquires certain payment rights under a structured settlement arrangement from a structured
settlement recipient for consideration, e.g., a discounted lump-sum payment. The amount of the
excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments
~ being acquired, over (2) the total amount actually paid to acquire them. However, the 40-percent

excise tax would be waived if it is found in advance by a court order that the transfer of payment
‘rights is in the structured settlement re01p1ent's best interest. This provision would generally be -
effective for acqu1s1tlon transactlons entered into 30 days or more followmg enactment of thls
b111 '




- Imp act on Social Security Trust Funds

Under current law, the income tax collected with respect to a portion of Social Security
benefits included in gross income is transferred to the Social Security trust fund. The enrolled
bill would require Treasury to annually estimate the impact of the enrolled bill on the income and
balances of the Social Security trust funds. If Treasury determines that the enrolled bill has a
negative impact on the income and balances of the trust funds, then Treasury would be required
to transfer from the general revenues of the Federal Government an amount sufficient to ensure
that the income and balances of the trust funds are not reduced. Such transfers would have to be
made at least quarterly. ‘
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WHITE HOUSE STAFFING MEMORANDUM

Date: 1-21-02 ACTION / CONCURRENCE / COMMENT DUE BY: 1-22-02 11:00 AM

Subject: VICTIMS OF TERRORISM TAX RELIEF ACT SIGNING - JANUARY 23, 2002

o ACTION  FYI ACTION  FYI
VICEPRESIDENT @ O HAWKINS | E( O
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BLAKEMAN O O  IRASTORZA O O
BOLTEN o [ JOHNSON o O
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DANIELS ¢ O e - d O
FLEISCHER ¥ 0O RiGE 2 O
GERSON o & RovE ¥ O
GONZALES 4| O spewunes  # O
HAGIN O 0O CLERK

OTHER O

REMARKS: '
" Please forward comments directly to Krista thacco x60170 no later than 11:00 a.m,,
Tuesday, January 22, 2002, with a cc to the Staff Secretary. Thank you.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary

~ Ext. 62702
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Attachment

Other‘ Prdvisions of H.R. 2884

Tax Relief to Victims of September 11th and Anthrax Attacks

Payments by Charitable Organizations Treated as Exempt Payments. Under current
law, generally, charitable organizations described in section 501(c)(3) of the Internal Revenue

Code are exempt from taxation. In order to qualify for a 501(c)(3) tax exemption, an

* organization must be organized and operated for exempt purposes. The enrolled bill would allow
charitable organizations to make pro rata payments prospectively to families of victims of the
September 11th terrorist attacks and anthrax attacks without making a specific assessment of
need, if the payments are made in good faith, using a reasonable and objective formula that is
consistently applied. : '

" Exclusion for Certain Cancellations of Indebtedness. Under current law, gross income
generally includes income that is realized by a debtor from the discharge of indebtedness. The
enrolled bill would exclude from gross income any amount realized from the discharge of
indebtedness if the indebtedness is discharged by reason of the death of an individual as a result
of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after
September 11, 2001, and before January 1, 2002. In addition, the enrolled bill would provide
that the information return filing requirements that otherwise apply to discharges of indebtedness
would not apply with respect to any discharge of indebtedness that is excluded from gross
income. This provision of the bill would apply to discharges made on or after September 11,
2001, and before January'1, 2002. ’

Other Tax Relief Provisions

The enrolled bill would provide other tax relief, including relief to certain victims of
terrorism. '

Personal Exemption Deduction for Certain Disability Trusts. Current law provides a
$300 personal exemption for trusts that are required by their governing instruments to currently
distribute all of their income. For other trusts, present law provides a $100 personal exemption.
These exemptions are in lieu of the personal exemption that generally is provided for individuals.
The enrolled bill would allow certain disability trusts to claim as a personal exemption an
~ amount based upon the personal exemption provided for individuals, rather than the $300 or
$100 personal exemption provided under current law. This provision would apply to disability
trusts the beneficiaries of which have been determined by the Social Security Administration to
be disabled under the definition used for determining eligibility for Supplemental Security
Income. This provision of the enrolled bill would apply to taxable years of disability trusts
ending on or after September 11, 2001.




Taxation of Disaster Relief Payments. Under current law, there is generally no

exclusion from gross income for disaster relief payments. The enrolled bill would provide a

~'specific exclusion from income for "qualified disaster relief payments." A "qualified disaster"
would include a disaster which results from a terrorist or military action, a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. In addition,
the enrolled bill would clarify that compensation payments under the Air Transportation Safety
‘and System Stabilization Act(P. L. 107-42) for eligible individuals who suffered physical harm
or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
from gross income. This provision of the enrolled bill would apply to taxable years ending on or
after September 11, 2001.. :

‘ Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under
current law, military and civilian employees of the United States who die as a result of wounds or
injury incurted outside the United States in a terroristic or military action are not subject to
income tax for the year of death or for prior taxable years beginning with the taxable year prior
to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend
the current-law income tax relief to such personnel regardless of where the terroristic activity or
military action occurred. This provision would be effective for taxable years ending on or after
September 11, 2001. o

_ Taxation of Disability Income Related to Terrorist Activity. Under current law, gross
‘income excludes disability income of U.S. civilian employees attributable to a terrorist attack
outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. This
provision would be effective for taxable years ending on or after September 11, 2001.

Treatment of Purchase of Structured Settlements. A structured settlement arrangement
generally provides for periodic payments as damages in cases involving personal physical
injuries or physical sickness, or for amounts received under workmen's compensation acts for
personal injuries or sickness. Current law provides tax-favored treatment for structured
settlement arrangements. The enrolled bill would generally impose an excise tax on any person
who acquires certain payment rights under a structured settlement arrangement from a structured
settlement recipient for consideration, e.g., a discounted lump-sum payment. The amount of the
excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments
being acquired, over (2) the total amount actually paid to acquire them. However, the 40-percent
excise tax would be waived if it is found in advance by a court order that the transfer of payment

‘rights is in the structured settlement recipient's best interest. This provision would generally be

effective for acquisition transactions entered into 30 days or more following enactment of this
bill.




Impact on Social Security Trust Funds

Under current law, the income tax collected with respect to a portion of Social Security
benefits included in gross income is transferred to the Social Security trust fund. The enrolled
bill would require Treasury to annually estimate the impact of the enrolled bill on the income and -
‘balances of the Social Security trust funds. If Treasury determines that the enrolled bill has a
negative impact on the income and balances of the trust funds, then Treasury would be required
to transfer from the general revenues of the Federal Government an amount sufficient to ensure
that the income and balances of the trust funds are not reduced. - Such transfers would have to be
made at least quarterly. ’
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Attachment

Other Provisions of H.R. 2884

* Tax Reliefto Victims of September 11th and Anthrax Attacks

Payments by Charitable Organizations Treated as Exempt Payments. Under current

o law, generally, charitable organizations described in section 501(c)(3) of the Internal Revenue
‘Code are exempt from taxation. In order.to qualify for a 501(c)(3) tax exemption, an '

organization must be organized and operated for exempt purposes. The enrolled bill would allow

~ charitable organizations to make pro rata payments prospectively to families of victims of the
- September 1 1th terrorist attacks and anthrax attacks without making a specific assessment of
- need, if the payments are made in good falth us1ng a reasonable and obJectlve formula that is -

consistently applled

Exclusion for Certain Cancellations of Indebtedness. Under current law, gross income
generally includes income that is realized by a debtor from the discharge of indebtedness. The

_enrolled bill would exclude from gross income any amount realized from the discharge of

indebtedness if the indebtedness is discharged by reason of the death of an individual as a result
of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after .

September 11, 2001, and before January 1, 2002. In addition, the enrolled bill would provide

that the 1nformat10n return filing requirements that otherwise apply to discharges of 1ndebtedness
would not apply with respect to any discharge of indebtedness that is excluded from gross -
income. This provision of the bill would apply to d1scharges made on or after September 11,
2001, and before January 1, 2002. :

Other Tax Rellef Provisions

- The enrolled bill would prov1de other tax re11ef mcludmg re11ef to certam v1ct1ms of

- Personal Exemption Deduction for.CertainDisabilig Trusts. Current law providesa

~ $300 personal exemption for trusts that are required by their governing instruments to currently ‘

distribute all of their income. For other trusts, present law provides a $100 personal exemption.

: _ These exemptions are in lieu of the personal exemption that generally is provided for individuals.
~ The enrolled bill would allow certain disability trusts to claim as a personal exemption an
~amount based upon the personal exemption provided for individuals, rather than the $300 or

$100 personal exemption provided under current law. This provision would apply to disability

" trusts the beneficiaries of 'which have been determined by the Social Security Administration to -

be disabled under the definition used for determining eligibility for Supplemental Security

~Income. This provision of the enrolled bill would apply to taxable years of dlsablhty trusts
' 'endmg on or after September 11, 2001 '




Taxation of Disaster Relief Payments.  Under current law, there is generally no
exclusion from gross income for disaster relief payments. The enrolled bill would provide a
- specific exclusion from income for "qualified disaster relief payments." A "qualified disaster"
would include a disaster which results from a terrorist or military action, a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. In addition, -
the enrolled bill would clarify that compensation payments under the Air Transportation Safety
and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm -
or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
from gross income. This provision of the enrolled bill would apply to taxable years endmg on or
after September 11, 2001.

Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under
current law, military and civilian employees of the United States who die as a result of wounds or

injury incurred outside the United States in a terroristic or military action are not subject to
income tax for the year of death or for prior taxable years beginning with the taxable year prior
to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend
the current-law income tax relief to such personnel regardless of where the terroristic activity or
military action occurred. This provision would be effective for taxable years endmg on or after
September 11, 2001.

-Taxation of Disability Income Related to Terrorist Activity. Under current law, gross
- income excludes disability income of U.S. civilian employees attributable to a terrorist attack

outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. This
provision would be effective for taxable years ending on or after September 11, 2001.

Treatment of Purchase of Structured Settlements. A structured settlement arrangement
generally provides for periodic payments as damages in cases involving personal physical
_injuries or physical sickness, or for amounts received under workmen's compensation acts for
personal injuries or sickness. Current law provides tax-favored treatment for structured
settlement arrangements. The enrolled bill would generally impose an excise tax on any person
who acquires certain payment rights under a structured settlement arrangement from a structured
settlement recipient for consideration, e.g., a discounted lump-sum payment. The amount of the
excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments
being acquired, over (2) the total amount actually paid to acquire them. However, the 40-percent
excise tax would be waived if it is found in advance by a court order that the transfer of payment
rights is in the structured settlement recipient's best interest. This provision would generally be
effective for acquisition transactions entered into 30 days or more following enactment of this
bill.
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Attachment

'Other Provisions of H.R. 2884

‘Tax Relief to Victims of September 11th and Anthrax Attacks

- Payments by Charitable Organizations Treated as Exempt Payments. Under current
law, generally, charitable organizations described in section 501 (c)(3) of the Internal Revenue

Code are exempt from taxation. In order to qualify for a 501(c)(3) tax exemption, an -
‘organization must be-organized and operated for exempt purposes. The enrolled bill would allow
charitable organizations to make pro rata payments prospectively to families of victims of the
September 11th terrorist attacks and anthrax attacks without making a specific assessment of
need, if the payments are made in good faith, usmg a reasonable and objective formula that i is
consistently applled : :

“Exclusion for Certain Cancellations of Indebtedness. Under current law, gross income
generally includes income that is realized by a debtor from the discharge of indebtedness. The
~enrolled bill would exclude from gross income any amount realized from the discharge of
~ indebtedness if the indebtedness is discharged by reason of the death of an individual as a result
of the September 1 1th terrorist attacks, or as a result of an anthrax attack occurring on or after
September 11, 2001, and before January 1, 2002. ' In addition, the enrolled bill would provide
that the information return filing requirements that otherwise apply to discharges of indebtedness
would not apply with respect to any discharge of indebtedness that is excluded from gross
income. This provision of the bill would apply to dlscharges made on or after September | l
2001, and before January 1, 2002 -

S Other Tax Relief Provisions

The enrolled bill would provide other tax rellef 1nclud1ng relief to certam victims of
- terrorism.. : o :

Personal Exemption Deduction for Certain Disability Trusts. Current law provides a
$300 personal exemption for trusts that are required by their governing instruments to currently
distribute all of their income. For other trusts, present law provides a $100 personal exemption.
These exemptions are in lieu of the personal exemption that generally is provided for individuals.
The enrolled bill would allow certain disability trusts to claim as a personal exemption an
- amount based upon the personal exemption provided for individuals, rather than the $300 or

$100 personal exemption provided under current law. This provision would apply to disability

trusts the beneficiaries of which have been determined by the Social Security Administration to

- be disabled under the definition used for determining eligibility for Supplemental Security

~ Income. This provision of the enrolled bill would apply to taxable years of dlsablllty trusts
ending on or after September 11, 2001. :




Taxation of Disaster Relief Payments. Under current law, there is generally no
- exclusion from gross income for disaster relief payments. The enrolled bill would provide a
specific exclusion from income for "qualified disaster relief payments." A "qualified disaster”
would include a disaster which results from a terrorist or military action, a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. In addition,
the enrolled bill would clarify that compensation payments under the Air Transportation Safety
and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm
or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
. from gross income. This provision of the enrolled bill would apply to taxable years ending on or '
-after September 11, 2001.

- Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under

‘current law, military and civilian employees of the United States who die as a result of wounds or
‘injury incurred outside the United States in a terroristic or military action are not subject to '
- income tax for the year of death or for prior taxable years beginning with the taxable year prior - .
to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend i
the current-law income tax relief to such personnel regardless of where the terroristic activity or

military action occurred. This prov1s1on would be effectlve for taxable years ending on or after ;
’ September 11, 2001. : , _ !

- Taxation of Disability Income Related to Terrorist Activity. Under current law, gross -
income excludes disability income of U.S. civilian employees attributable to a terrorist attack
outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. This
- provision would be effective for taxable years ending on or after September 11, 2001.

‘Treatment of Purchase of Structured Settlements. A structured settlement arrangement
generally provides for periodic payments as damages in cases involving personal physical
injuries or physical sickness, or for amounts received under workmen's compensation acts for
personal injuries or sickness. Current law provides tax-favored treatment for structured
settlement arrangements. The enrolled bill would generally impose an excise tax on any person
who acquires certain payment rights under a structured settlement arrangement from a structured -
settlement recipient for consideration, e.g., a discounted lump-sum payment. The amount of the
excise tax would be 40 percent of the excess of (1) the-undiscounted amount of the payments
being acquired, over (2) the total amount actually paid to acquire them. However, the 40-percent
- excise tax would be waived if it is found in advance by a court order that the transfer of payment
rights is in the structured settlement recipient's best interest. This provision would generally be
effective for acquisition transactions entered into 30 days or more following enactment of this
bill. :




Impact on Social Security Trust Funds .

Under current law the income tax collected with respect toa portron of Social Security
benefits included in gross income is transferred to the Social Security trust fund. The enrolled
bill would require Treasury to annually estimate the impact of the enrolled bill on the income and
. balances of the Social Security trust funds. - If Treasury determines that the enrolled bill has a

negative impact on the income and balances of the trust funds, then Treasury would be required

to transfer from the general revenues of the Federal Government an amount sufficient to ensure
 that the income and balances of the trust funds are not reduced Such transfers would have to be
‘made at least quarterly e



. DEPARTMENT OF THE TREASURY
‘ 1 WASHINGTON, D.C.

GENERAL COUNSEL

The Honorable Mitchell E. Daniels, Jr.
Director, Office of Management and Budget
Executive Office of the President -
Washington, D.C. 20503 -

Dear Mr Damels

Tlns responds to your request for the views of this Department on entolled bill H R 2884 the:
‘V1ct1ms of Terrorism Tax Relief Act 0f2001.” .

This legislation will amend the Intemal Revenue Code of 1986 to provide tax relief for victims
of terrorist attacks against the United States. It provides $360 million of income, estate, and
" .other tax relicf to victims of the September 11 terrorist attacks, the Oklaboma City bombing in
1995, and the recent anthrax bio-terrorism attacks. The same relie{ provisions had been
included in I-I R. 3529, the economic stimulus bill that passed the House on December 20.

The Deparnnent of the Treasury supports thc enrolled bxll and recommends that the Presxden‘c
v 51gn it into law :

Smcerclv,

MU@/

David D. Aufhauser
‘General Counsel
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Atfachment

" Other Provisions of H.R, 2884

Tax Relief to Victims of September 11th and Anthrax Attacks

‘Payments by Charitable Organizations Treated as Exempt Payments. Under current
law, generally, charitable organizations described in section 501(c)(3) of the Internal Revenue
Code are exempt from taxation. In order to qualify for a 501(c)(3) tax exemption, an R
‘organization must be organized and operated for exempt purposes. The enrolled bill would allow
charitable organizations to make pro rata payments prospectively to families of victims of the
~ September 11th terrorist attacks and anthrax attacks without making a specific assessment of
- need, if the payments are made in good faith, using a reasonable and obJectlve forrnula thatis -

con51stent1y applied. :

- Exclusion for Certain Cancellations of Indebtedness. Under current law, gross income
generally includes income that is realized by a debtor from the discharge of indebtedness. The
enrolled bill would exclude from gross income any amount realized from the discharge of
indebtedness if the indebtedness is discharged by reason of the death of an individual as a result -
of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after
September 11, 2001, and before January 1,2002. In addition, the enrolled bill would provide
that the information return filing requirements that otherwise apply to discharges of indebtedness
would not apply with respect to any discharge of indebtedness that is excluded from gross
~ income. This provision of the bill would apply to dlscharges made on or after September 11,

2001, and before January 1, 2002.

,' Other Tax Relief Prov151ons

The enrolled bill would prov1de other tax rehef 1nclud1ng rehef to certam victims of
terrorism. -

‘ ‘Personal Exemption Deductlon for Certain D1sab111tv Trusts. -Current law prov1des a
~ $300 personal exemption for trusts that are required by their governing instruments to currently
distribute all of their income. For other trusts, present law provides a $100 personal exemption.
These exemptions are in lieu of the personal exemption that generally is provided for individuals.
The enrolled bill would allow certain disability trusts to claim as a personal exemption an
amount based upon the personal exemption provided for individuals, rather than the $300 or -
$100 personal exemption provided under current law. This provision would apply to disability
trusts the beneficiaries of which have been determined by the Social Security Administration to
be disabled under the definition used for determining eligibility for Supplemental Security ’
Income. This provision of the enrolled bill would apply to taxable years of disability trusts

N endmg on or after September 11,2001.




- Taxation of Disaster Relief Payments. Under current law, there is generally no
- exclusion from gross income for disaster relief payments. The enrolled bill would provide a
specific exclusion from income for "qualified disaster relief payments.” A "qualified disaster"
would include a disaster which results from a terrorist or military action, a Presidentially declared -
_ disaster, or a disaster which results from an accident involving a common carrier. In addition,
the enrolled bill would clarify that compensation payments under the Air Transportation Safety
and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm
‘or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
from gross income. This provision of the enrolled bill would apply to taxable years ending on or
“after September 11, 2001. '

~ Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under
“current law, military and civilian employees of the United States who die as a result of wounds or
injury incurred outside the United States in a terroristic or military action are not subject to.
income tax for the year of death or for prior taxable years beginning with the taxable year prior
“to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend
the current-law income tax relief to such personnel regardless of where the terroristic activity or
~ military action occurred. This prov1s10n would be effective for taxable years ending on or after
September 11, 2001.

Taxation of Dlsablhtv Income Related to. Terronst Activity. Under current law, gross
income excludes disability income of U.S. civilian employees attributable to a terrorist attack
_outside the United States. The enrolled bill would expand the current law exclusion to include |
disability income received by any individual attributable to a terroristic or military action. This
provision would be effective for taxable years ending on or after September 11, 2001.

Treatment of Purchase of Structured Settlements. A structured settlement arrangement
* generally provides for periodic payments as damages in cases involving personal physical
injuries or physical sickness, or for amounts received under workmen's compensation acts for
_personal injuries or sickness. Current law provides tax-favored treatment for structured
settlement arrangements.  The enrolled bill would generally impose an excise tax on any person
who acquires certain payment rights under a structured settlement arrangement from a structured
settlement recipient for consideration; e.g., a discounted lump-sum payment. The amount of the
. excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments
being acquired, over (2) the total amount actually paid to acquire them. However, the 40-percent
excise tax would be waived if it is found in advance by a court order that the transfer of payment
rights is in the structured settlement recipient's best interest. This provision would generally be -
“effective for acquisition transactions entered into 30 days or more following enactment of this
bill.




Impact on Social Security Trust Funds

Under current law, the income tax collected with respect to a portion of Social Secuﬁty
benefits included in gross income is transferred to the Social Security trust fund. The enrolled
bill would require Treasury to annually estimate the impact of the enrolled bill on the income and
balances of the Social Security trust funds. If Treasury determines that the enrolled bill has a
negative impact on the income and balances of the trust funds, then Treasury would be required

“to transfer from the general revenues of the Federal Government an amount sufficient to ensure
that the income and balances of the trust funds are not reduced.” Such transfers would have to be
made at least quarterly. - L ' ' : -
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Attachment

Other Provisions of H.R. 2884

- Tax Rehef to Victims of September 11th and Anthrax Attacks

ments by Charitable Organizations Treated as Exempt Payments. Under current
law, generally, charitable organizations described in section 501(c)(3) of the Internal Revenue

“Code are exempt from taxation. In order to quahfy for-a 501(c)(3) tax exemption, an -

organization must be organized and operated for exempt purposes. - The enrolled bill would allow

charitable organizations to make pro rata payments-prospectively to families of victims of the ‘
September 11th terrorist attacks and anthrax attacks without making a specific assessment of
need, if the payments are made in good faith, using a reasonable and objective formula that is

‘ cons1stent1y applied..

Exclusion for Certain Cancellations of Indebtedness. Under cuirrent law, gross income

_generally includes income that is realized by a debtor from the discharge of indebtedness. Thev

enrolled bill would exclude from gross income any amount realized from the discharge of -

_ indebtedness if the indebtedness is discharged by reason of the death of an individual as a result -

of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after

‘September 11, 2001, and before January 1, 2002. In addition, the enrolled bill would provide

that the information return filing requirements that otherwise apply to discharges of indebtedness
would not apply with respect to any discharge of indebtedness that is excluded from gross = -
income. This provision of the bill would apply to dlscharges made on or after September 11,
2001 and before January 1, 2002. :

Other Tax Relief Provisions

The enrolled bill would prov1de other tax rehef 1nclud1ng rehef to certain v1ct1ms of
terrorlsm : : '

Personal Exemption Deduction for Certain Disability Trusts. Current law providesa |
$300 personal exemption for trusts that are required by their governing instruments to currently -

distribute all of their income. For other trusts, present law providesa $100 personal exemption.

These exemptions are in lieu of the personal exemption that generally is provided for 1nd1v1duals

- The enrolled bill would allow certain disability trusts to claim as a personal exemption an -

amount based upon the personal exemption provided for individuals, rather than the $300 or
$100 personal exemption provided under current law. This provision would apply to disability
trusts the beneficiaries of which have been determined by the Social Security Administration to

. be disabled under the definition used for determining eligibility for Supplemental Secunty
. Income. This provision of the enrolled bill would apply to taxable years of dlsab111ty trusts
ending on or after September 11, 2001 _




‘Taxation of Disaster Relief Payments. Under current law, there is generally no
exclusion from gross income for disaster relief payments. The enrolled bill would provide a
specific exclusion from income for "qualified disaster relief payments." A "qualified disaster"
would include a disaster which results from a terrorist or military action, a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. In addition,
the enrolled bill would clarify that compensation payments under the Air Transportation Safety -
and System Stabilization Act (P: L. 107-42) for eligible individuals who suffered physical harm f
* or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable

from gross income. This provision of the enrolled bill would apply to taxable years endmg on or
after September 11, 2001.

Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under

_ current law, military and civilian employees of the United States who die as a result of wounds or
" injury incurred outside the United States in a terroristic or military action are not subject to
income tax for the year of death or for prior taxable years beginning with the taxable year prior

to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend
the current-law income tax relief to such personnel regardless of where the terroristic activity or |
military action occurred. This pr0v1s1on would be effectlve for taxable years ending on or after
September 11, 2001 '

Taxation of Disability Income Related to Terrorist Activity. Under current law, gross
income excludes disability income of U.S. civilian employees attributable to a terrorist attack .
outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. This
provision would be effective for taxable years ending on or after September 11, 2001. -

Treatment of Purchase of Structured Settlements. ‘A structured settlement arrangement

- generally provides for periodic payments as damages in cases involving personal physical
‘injuries or physical sickness, or for amounts received under workmen's compensation acts for
personal injuries or sickness. Current law provides tax-favored treatment for structured -
settlement arrangements. The enrolled bill would generally impose an excise tax on any person
who acquires certain payment ri ghts under a structured settlement arrangement from a structured ‘
‘settlement recipient for consideration, e.g., a discounted lump-sum payment. ‘The amount of the
excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments = -
- being acquired, over (2) the total amount actually paid to acquire them. - However, the 40-percent
excise tax would be waived if it is found in advance by a court order that the transfer of payment
rights is in the structured settlement recipient's best interest. This provision would generally be
‘effective for acqu151t10n transactlons entered into 30 days or more followmg enactment of this
bill. :




Impact on Social Security Trust Funds

Under current law, the income tax collected with respect to a portion of Social Security
benefits included in gross income is transferred to the Social Security trust fund. The enrolled -
bill would require Treasury to annually estimate the impact of the enrolled bill on the income and

‘balances of the Social Security trust funds. If Treasury determines that the enrolled bill has a
_negative impact on the income and balances of the trust funds, then Treasury would be required
to transfer from the general revenues of the Federal Government an amount sufficient to ensure
that the income and balances of the trust funds are not reduced. ‘Such transfers would have to be
made at least quarterly. ‘ S ' ‘
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- Attachment

- "Other Provisions of H.R. 2884

| Tax Relief to Victims of September 11th and Anthrax Attacks

Payments by Charitable Organizations Treated as Exempt Payments. Under current
law, generally, charitable organizations described in section 501(c)(3) of the Internal Revenue
~ Code are exempt from taxation. In order to qualify for a 501(c)(3) tax exemption, an
- organization must be organized and operated for exempt purposes. The enrolled bill would allow
charitable organizations to make pro rata payments prospectively to families of victims of the
‘September 1 1th terrorist attacks and anthrax attacks without making a specific assessment of
need, if the payments are made in good falth using a reasonable and obJectlve formula that is
consistently apphed :

-Exclusion for Certain Cancellations of Indebtedness Under current law, gross income
generally includes income that is realized by a debtor from the discharge of indebtedness. The
enrolled bill would exclude from gross income any amount realized from the discharge of =
* indebtedness if the indebtedness is discharged by reason of the death of an individual as a result
of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after
September 11, 2001, and before January 1, 2002." In addition, the enrolled bill would provide

~ that the information return filing requirements that otherwise apply to discharges of indebtedness

~ would not apply with respect to any discharge of indebtedness that is excluded from gross
‘income. This provision of the bill would apply to discharges made on or after September 11,
2001, and before January 1, 2002.

: Other Tax Relief Previsions ’

_The enrolled bill would provide other tax rehef including relief to certain victims of
terrorlsm : : :

Personal Exemption Deduction for Certain Disability Trusts. Current law provides a
$300 personal exemption for trusts that are required by their governing instruments to currently
-distribute all of their income. For other trusts, present law provides a $100 personal exemption.
These-exemptions are in lieu of the personal exemption that generally is provided for individuals.
" The enrolled bill would aliow certain disability trusts to claim as a personal exemption an
amount based upon the personal exemption provided for individuals, rather than the $300 or

. * $100 personal exemption provided under current law. This provision would apply to disability

trusts the beneficiaries of which have been determined by the Social Security Administration to "
be disabled under the definition used for determining eligibility for Supplemental Security
Income. This provision of the enrolled bill would apply to taxable years of dlsablhty trusts
ending on or after September 11, 2001 :



" Taxation of Disaster Relief Payments. Under current law, there is generally no-
exclusion from gross income for disaster relief payments. The enrolled bill would provide a
specific exclusion from income for "qualified disaster relief payments." A "qualified disaster"
would include a disaster which results from a terrorist or military action, a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. In addition,
the enrolled bill would clarify that compensation payments under the Air Transportation Safety
and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm
or death as a result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
from gross income. This provision of the enrolled b111 would apply to taxable years ending on or
after September 11, 2001.

Income Tax Relief for Ind1v1dua1s Who D1e as a Result of Terrorist Actlvrtv Under ,
current law, military and civilian employees of the United States who die as a result of wounds or
injury incurred outside the United States in a terroristic or military action are not subject to
income tax for the year of death or for prior taxable years beginning with the taxable year prior
to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend
the current-law income tax relief to such personnel regardless of where the terroristic activity or
military action occurred. This prov1sron would be-effective for taxable years endrng on or after
September 11, 2001.

Taxation of Disabilitv Income Related to Terrorist Activity. Under current law, gross
income excludes disability income of U.S. civilian employees attributable to a terrorist attack
outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. This
‘provision would be effective for taxable years ending on or after September 11, 2001.

* Treatment of Purchase of Structured Settlements. A structured settlement arrangement
generally provides for periodic payments as damages in cases involving personal physical
injuries or physical sickness, or for amounts received under workmen's compensation acts for
personal injuries or sickness. Current law provides tax-favored treatment for structured
~ settlement arrangements. The enrolled bill would generally impose an excise tax on any person

~who acquires certain payment rights under a structured settle_ment arrangement from a structured’
settlement recipient for consideration, e.g., a discounted lump-sum payment. The amount of the

excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments
‘being acquired, over (2) the total amount actually paid to acquire them. However, the 40-percent.
excise tax would be waived if it is found in advance by a court order that the transfer of payment
rights is in the structured settlement recipient's best interest. This provision would generally be

effective for acquisition transactlons entered into 30 days or more following enactment of this -
bill. ; :




Impact on Social S_ecuﬁtv Trust Funds

~ Under current law, the income tax collected with respect to a portion of Social Security
benefits included in gross income is transferred to the Social Security trust fund. The enrolled :
bill would require Treasury to annually estimate the impact of the enrolled bill on the income and -
" balances of the Social Security trust funds. If Treasury determines that the enrolled bill has a
negative impact on the income and balances of the trust funds, then Treasury would be required |
" to transfer from the general revenues of the Federal Government an amount sufficient to ensure
“that the income and balances of the trust funds are not reduced. Such transfers would have to be
“made at least quarterly. e '
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Attachment

Other Provisions of H.R. 2884

Tax Relief to Victims of September 11th and Anthrax Attacks -

Payments by Charitable Organizations Treated as Exempt Pament Under current
law, generally, charitable organizations described in section 501(c)(3) of the Internal Revenue -

- Code are exempt from taxation. In order to qualify for a 501 (c)(3) tax exemption, an .
organization must be organized and operated for exempt purposes. The enrolled bill would allow
charitable organizations to make pro rata payments prospectively to families of victims of the
September 11th terrorist attacks and anthrax attacks without making a specific assessment of -
need, if the payments are made in good faith us1ng a reasonable and objective formula that is
consistently applied.

Exclusion for Certain Cancellations of Indebtedness. Under current law, gross income -
generally includes income that is realized by a debtor from the discharge of indebtedness. The
enrolled bill would exclude from gross income any amount realized from the discharge of

-indebtedness if the indebtedness is discharged by reason of the death of an individual as a result
of the September 11th terrorist attacks, or as a result of an anthrax attack occurring on or after
September 11, 2001, and before January 1,.2002. In addition, the enrolled bill would provide

- that the information return filing requirements that otherwise apply to discharges of indebtedness

" would not apply with respect to any discharge of indebtedness that is excluded from gross
income. This provision of the bill would apply to discharges made on or after September 11,
_ 2001 and before January 1, 2002..

Other Tax Relief Provisions

The enrolled bill would prov1de other tax rehef 1nclud1ng rehef to certain: v1ct1ms of - |
. terrorism. :

 Personal Exemption Deduction for Certain Disability Trusts. Current law provides a

~ - $300 personal exemption for trusts that are required by their governing instruments to currently
-distribute all of their income. For other trusts, present law provides a $100 personal exemption.
These exemptions are in lieu of the personal exemption that generally is provided for individuals."
The enrolled bill would allow certain disability trusts to claim as a personal exemption an '
amount based upon the personal exemption provided for individuals, rather than the $300 or
$100 personal exemption provided under current law. This provision would apply to disability
trusts the beneficiaries of which have been determined by the Social Security Administration to
be disabled under the definition used for determining eligibility for Supplemental Security
Income. This provision of the enrolled bill would apply to taxable years of disability trusts
ending on or after September 11, 2001. :




Taxation of Disaster Relief Pavments Under current law there is generally no

exclus10n from gross income for disaster relief payments. The enrolled bill would provide a

~ specific exclusion from income for "qualified disaster relief payments." A "qualified disaster"
‘would include a disaster which results from a terrorist or military action, a Presidentially declared
disaster, or a disaster which results from an accident involving a common carrier. In addition,

- the enrolled bill would clarify that compensation payments under the Air Transportatlon Safety

- and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm -

" ordeathasa result of the terrorist-related aircraft crashes of September 11, 2001, are excludable
from gross income. This provision of the emolled bill would apply to taxable years ending on or
after September 11, 2001 ' : -

‘ Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under
current law, military and civilian employees of the United States who die as a result of wounds or
~ injury incurred outside the United States in a terroristic or military action are not subject to

" income tax for the year of death or for prior taxable years beginning with the taxable year prior

to the taxable year in which the wounds or injury were incurred. The enrolled bill would extend -
the current-law income tax relief to such personnel regardless of where the terroristic activity or
military action occurred. This provision would be effective for taxable years endlng on or after
September 11, 2001. :

 Taxation of Disability Income Related to Terrorist Activity. Under current law, gross
income excludes disability income of U.S. civilian employees attributable to a terrorist attack
outside the United States. The enrolled bill would expand the current law exclusion to include
disability income received by any individual attributable to a terroristic or military action. This
provision would be effective for taxable years ending on or after September 11, 2001.

ST Treatment of Purchase of Structured Settlements. A structured settlement arrangement-.
- generally provides for periodic payments as damages in cases involving personal physical

~ injuries or physical sickness, or for amounts received under workmen's compensation acts for -

personal injuries or sickness. Current law provides tax-favored treatment for structured
settlement arrangements. The enrolled bill would generally impose an excise tax on any person -

- who acquires certain payment rights under a structured settlement arrangement from a structured.
settlement recipient for consideration, e.g., a-discounted lump-sum payment. The amount of the
excise tax would be 40 percent of the excess of (1) the undiscounted amount of the payments
being acquired, over (2) the total amount actually paid to acquire t_herh. However, the 40-percent

" excise tax would be waived if it is found in advance by a court order that the transfer of payment
rights is in the structured settlement recipient's best interest. This provision would generally be

~ effective for acquisition transactlons entered into 30 days or more followmg enactment of this

b111




| impact,on Social Security Trust Funds

‘ " Under current law, the income tax collected with respect to a portion of Social Security
benefits included in gross income is transferred to the Social Security trust fund. The enrolled

‘bill would require Treasury to annually estimate the impact of the enrolled bill on the income and‘ -

" balances of the Social Security trust funds. Iif Treasury determines that the enrolled bill has a
negative impact on the income and balances of the trust funds, then Treasury would be required
to transfer from the general revenues of the Federal Government an amount sufficient to ensure
that the income and balances of the trust funds are not reduced. Such transfers would have to be
' ,made at Jeast quarterly. :
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