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‘_ Attachment

Other Provisione of HL.R. 2884

: Tax Rehef to Victims.of September 1 lth and Anthrax Attacks

Payments by Charltable Orgamzatlons Treated as Exempt Pay@ent 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 fa1th us1ng a reasonable and objective formula that is

R con51stent1y apphed

_ Exclusmn for Certain Cancellations of Indebtedness. Under current law, gross income
- generally includes inicome 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.

fOther Tax »Relief Provisions

- The enrolled bill would provide other tax rehef 1nclud1ng rehef to certain victims of
' ‘terrorrsm

Personal Exemptron Deduction for Certarn Disability Trust 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
endrng 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 .
aﬁer 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 prov151on would be effective for taxable years ending on or after

September 11, 2001. oo

~

Taxation of Dlsablllty Income Related to Terrorist Act1v1gg 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 1nd1v1dual attributable to a terroristic or military action. - This
prov151on would be effective for taxable years endmg 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 transactrons entered 1nto 30 days or more following enactment of this -
bill. : : :



Impact on Social Securityk .Trust F nnds .

Under current law, the income tax collected with respect to a portion of Social Secunty»

: 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 requ1red
‘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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’ Attac}hment :

' Other Prov151ons of H R 2884

Tax Re11ef to’ Vlctlms of September 11th and Anthrax Attack

, aments by.Chan‘table Orgamzatlons Treated as vExempt Paments. 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 1 1th terrorist attacks and anthrax attacks without making a specific assessment of -

need, if the payments are made in good fa1th usmg a reasonable and Ob_]eCtIVC formula that is

- , con51stently apphed

Exclusion for Certain Cancellations of Indebtedness. Under current law, gross ineome

_ 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 '

“terrorism.

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 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 b111 would prov1de other tax re11ef 1nclud1ng rehef to certam v1ct1ms of

 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 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 Security
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 clanfy 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 onor .

after September 11, 2001. ; :

" Income Tax Rehef for Individuals Who Die.as a Result of Terrorist Act1V1g[ 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 effectlve for taxable years ending on or after -
'September 11,2001.

Taxation of Dlsablllty Income Related to Terronst Act1v1g 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 1nto 30 days or more follow1ng enactment of this
b111 : :



.~ Impact on Social Security Trust Fdnds '

“Under current law the income tax collected with respect to a portion of Social Secunty
‘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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o “Tax Relief to Victims of September 11th and Anthrax Attacks

‘Attachment =

Other Provisions of H.R. 2884

Payr_nenté by Charitable Organiz_ationS Treated as Exempt Payments. Underi 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(0)(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 dlscharges made on or after September 11,
2001, and before January 1, 2002 '

* Other Tax Rehef Prov131ons -

' The enrolled bill would provide other tax rehef 1nclud1ng relief to certam 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. o

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

o 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"

S 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 b1ll would apply to taxable years ending on or

‘ .after September 11,2001.

Income Tax Relief for Ind1v1duals Who D1e as-a Result of Terronst Act1v1ty 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 after

S September 11, 2001.

axat1on of D1sab111gg Income Related to Terronst 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. Th1s '
provision would be effective for taxable years ending ¢ on or aﬁer 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 prov1des 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 -
C effectlve for acqu1s1t10n transactions entered into 30 days or more followmg enactment of this" g




* 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 hasa
- 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 B

Other Provisions of H R 2884’ :

- Tax Rehef to Victims of September 1 1th and Anthrax Attacks

Payments by Chantable Organizations Treated as Exempt Payr_nent 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 fa1th usmg a reasonable and obJectlve formula that is
consistently apphed

Exclusion for Certam 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 enrolled 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 dlscharges made on or after September 11,
2001, and before January 1, 2002 » : :

. ‘Other Tax Rehef Prov131ons-

The enrolled bill would prov1de other tax rehef 1nclud1ng rehef 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 allow certain disability trusts to claim as a personal exemptlon an
- amount based upon the personal exemptlon provided for individuals, rather than the $300 or |
- $100 personal exemptlon 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 b111 would apply to taxable years of d15ab111ty trusts

: endmg on or after September 11, 2001 :



- brll

Taxation of D1saster Rellef Pavments Under current law, there i 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 endlng on or
after September 11, 2001.

_ ' IncomefTax 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 effectlve for. taxable years endmg on or aﬁer
September 1 l 2001 :

Taxation of Drsablllty Income Related to Terronst 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. 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 acqu1s1t10n transactlons entered mto 30 days or more followmg enactment of th1s




we

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 -

- O_t‘herv Provisions of LR, 2884
Tax Reliefto Victims of Sep tember 11th and Anthrax Attacks

Payments by Charitable Organizations Treated as Exempt Payments. Under corrent
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 obJectlve formula that is
~ consistently applied. - S o

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 f
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 1 1

‘ -"_2001 -and before Januaryl 2002.

.Other Tax Rehef Prov151ons ' o

The enrolled bill would prov1de other tax relief, 1nclud1ng relief to certam v1ct1ms of o
. terrorlsm ’

: Personal Exemptlon Deductlon for Certain Dlsablllty 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 enrolied bill would allow certain disability trusts to claim as a personal éxemption 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 Supplemerital Security
_Income. This provision of the enrolled bill would apply to taxable years of disability trusts

: endmg on or after September I1, 2001 :




Taxation of Dlsaster Rehef 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 Transportatlon Safety
- and System Stabilization Act (P. L. 107-42) for eligible individuals who suffered physical harm .

~or death as a result of the terronst-related aircraft crashes of September 11, 2001, are excludable
from gross income. This provision of the enrolled blll would apply to taxable years end1ng on-or
, 'aﬁer September 11, 2001. : :

- Income Tax Relief for Ind1v1duals Who D1e as a Result of Terronst Act1v1ty Under
v 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 end1ng on or aﬁer :
» September 11, 2001. - :

Taxation of D1sab1l1ty Income Related to Terrorist Act1v1gz Under current law, gross

income excludes disability income of U.S. _c1v111an 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 actlon Th1s :
‘ prov1s1on would be effectlve for taxable years end1ng on or after September 11, 2001.

_ Treatment of Purchase of Structured Settlements. A structured settlement arrangement
E 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 prov1des tax-favored treatment for structured

‘settlement arrangements. The enrolled bill would generally impose an excise tax on any person ' - o

who acquires certain payment rights under a structured settlement arrangement from a structured
settlement récipient 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

E 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 1nto 30 days ormore following’ enactment of this
blll : : :




: 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 requlred
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 atleast quarterly. " : :
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Attachment

Other Provisions of HR. 2884,

. Tax Reli ef to Victims of September 1 1th and Anthrax Attacks

Payments by Charitable Organlzatlons 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 organ1zat1ons to make pro rata payments prospect1ve1y 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 fa1th us1ng areasonable and obJect1ve 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 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

R OtherTax Rellef Prov151ons ‘

The enrolled bill would prov1de other tax re11ef including re11ef to certam v1ct1ms 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 ge_nerally 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 d1sab111ty trusts

_ end1ng 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 1, 2001 ' :

_ Income Tax Relief for Individuals Who Die as a Result of Terrorist Activity. Under
current law, m111tary 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 prov131on would be effective for taxable years ending on or after
- September 11, 2001. » : :

axatlon 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, €.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 irito 30 days or more followmg enactment of thlS s
bill. : - ' -



" Impact on Social Security Trust Funds -

5

v 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 frust 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 havetobe
made at least quarterly. - '



H.R. 2884

One ﬁundrzd o%zhznth (Zungrzzz
of the
Rnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Wednesday,
the third day of January, two thousand and one

An Act

To amend the Internal Revenue Code of 1986 to provide tax relief for victims
of the terrorist attacks against the United States, and for other purposes.

Be it enacted -by the Senate and House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE; ETC. : g

(a) SHORT TITLE.—This Act may be cited as the “Victims of
Terrorism Tax Relief Act of 2001”.

(b) AMENDMENT OF 1986 CODE.—Except as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section
or other provision of the Internal Revenue Code of 1986.

(¢c) TABLE OF CONTENTS -——The table of contents for this Act
is as follows:

-Sec. 1. Short title; etc.

TITLE [—VICTIMS OF TERRORISM TAX RELIEF

Subtitle A—Relief Provisions for>Victims of Terr_orist Attacks

. Income taxes of victims of terrorist attacks.

. Exclusion of certain death benefits.

. Estate tax reduction.

. Payments by charitable organizations treated as exempt payments.
. Exclusion of certain cancellations of indebtedness.

Subtitle B—Other Relief Provisions

. 111.. Exclusion for disaster relief payments.

. 112, Authority to postpone certain deadlines and required actions.

. 113. Application of certain provisions to terroristic or military actions.
. 114. Clarification of due date for airline excise tax deposits.

. 115. Treatment of certain structured settlement payments.

. 116. Personal exemption deduction for certain disability trusts.

TITLE II—DISCLOSURE OF TAX INFORMATION IN TERRORISM AND
NATIONAL SECURITY INVESTIGATIONS

. 201. Disclosure of tax information in terrorism and national security investiga-
tions.

TITLE III—NO IMPACT ON SOCIAL SECURITY TRUST FUNDS

. 301. No impact on social security trust funds.
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that the income and' balances of such trust funds are not
reduced as a result of the enactment of this Act.
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Record Type: Record

- To:

cé: . v
Subject FACT SHEET PRESIDENT BUSH SIGNS LEGISLATION TO HELP VICTIMS OF TERRORISM

THE WHITE HOUSE
Office of the Press Secretary

'FOR IMMEDIATE RELEASE | | January 23, 2002

PreS|dent Bush Signs Leglslatlon to Help V|ct|ms of Terrorism

TODAY’S PRESIDENTIAL ACTION

> President Bush today signed the Victims of Terrorism Tax Relief Act bipartisan legislation that

- provides significant income and estate tax relief to the families of victims of terrorism.

> The legislation will help the victims of September 11, the Oklahoma City bombing and the recent.
anthrax attacks. . o

BACKGROUND ON THE VICTIMS OF TERRORISM TAX RELIEF ACT

> Two days after the terrorist attacks of September 11, a bipartisan group of Ieglslafors led by House
Ways and Means Committee Chairman Bill Thomas introduced H.R. 2884 to prov;de real tax relief to help
the victims’ families to recover.

> President Bush signaled early support for the legislation, and the Bush Admlmstratlon worked W|th
Members of Congress from both parties to develop afinal bill.

> As signed into law by the President today, the Victims of Terrorism Tax Relief Act provides real tax

~ relief to the families of those who died in the September 11 attacks, the Oklahoma City bombing and the

anthrax attacks.
> Among the many provisions designed to help the families of victims, the new law will

> Provide Real Tax R'elief to Victims’ Fam'ilies: The new law waives the income tax liability ofa
victim who died in one of the attacks for both the year of the attack and the previous year.” It ensures that a



mlnlmum benefit of $10,000 is prowded to the famlly of each victim.

> Exclude Special Death Beneflts From Taxation: A number of employers provided death
benefits to the families of victims that would have been taxable The new law provndes tax-free treatment

' v' of these benefits.

>  Lower Death Tax Rates for Victims: The new law shields the first $8.5 million of a victim's estate
from the federal death tax, and protects the first $3 million of the estate from state death taxes as well.

- This provision also applies to the families of the men and women of America’s Armed Forces who died in

the line of duty in a combat zone as part of Operation Enduring Freedom.

> Facilitate Charitable Donations to Victims’ Families: The new law facilitates payments by
charitable organizations to victims' families as a result of the attacks. It also describes how employers can
use prlvate foundations to prowde aSSIStance to victims’ famllles

> Eliminate Income Tax on Vlctlms Debts Forglven: Many creditors want to forgive the debts of
victims, such as credit card balances. The new law provides that this debt forgiveness is not taxable.

For more information on the President's initiatives please visit www.whitehou se.gov

HHH
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- 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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V Attachment

Other Provisions of HLR. 2884

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

Payments by Charitable Orgamzatlons 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 1 1th terrorist attacks and anthrax attacks without making a specific assessment of

need, if the payments are made i in good, faith, usmg a reasonable and objectlve formula that i is
con51stently applled ‘ :

A 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 disch‘arged 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 mformatlon 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 Rellef Prov151ons

The enrolled b111 would prov1de other tax re11ef mcludmg relief to certain victims of
"terrorxsm .

Personal Exemptlon Deductlon for Certam Dlsablllgg Trust 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 exemptlon
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 dlsab111ty

- 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 ‘



Taxatlon of D1saster Rehef Payment Under current law, there is generally no .
exclusion from gross income for disaster relief payments. The enrolled bill would prov1de 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 Relref for Ind1v1duals Who D1e asa Result of Terrorist Act1v1ty 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 i ina terroristic or mllltary action are not subjectto
- 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 effectrve for taxable years end1ng on or after
September 11, 2001. : :

axatlon of Disability Income Related to Terrorrst Actlvrty 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 1 1, 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 astructured -

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 followrng enactment of this -
,b1ll : :




Impact on Social SeéurityTruét Fuhds

“ 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 requlre 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 Prov151ons of H R, 2884

‘Tax Rehef to Victims of September 1 lth and Anthrax Attack

ments by Charitable Organizations Treated as Exempt Payments. Under current ‘
law, generally, charitable organlzatlons 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 i in good faith, usmg a reasonable and objective formula that is
'con31stent1y apphed ’

Exclusmn for Certaln Cancellatlons of Indebtedness Under current law, gross 1ncome
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 1 1,

2001 and before January 1, 2002.

_Other Tax Relief Provisions

~ The enrolled b111 would prov1de other tax relief, 1nc1ud1ng relief to certain victims of
terrorism. - :

Personal Exemption Deductlon for Certain Dlsablhty Trusts. Current law prov1des a

- $300 personal exemption for trusts that are requlred 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 -
endlng on or after September 11, 2001




B

- bill,

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

exclusion from gross income for disaster relief payments.. The enrolled bill would provide a '
“specific exclus1on from income for "qualified d1saster 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 nayments 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 prov1s1on of the enrolled bill would apply to taxable years ending onor
aﬁer September 11,2001. :

Income Tax Relief for Ind1v1dua1s Who Die as a Result of Terronst Act1v1ty 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 Ny

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 effectrve for taxable years endmg on or after

September 11, 2001.

Taxation of Dlsablllty 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. This
prov1s1on would be effective for taxable years ending on or after September 11, 2001

Treatment of Purchase of Structured Settlements. A structured settlement a.rrangement '

' 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. prov1des tax- favored treatment for structured.
'~ settlement arrangements. The enrolled bill would generally impose an excise tax on any person . .
- who acquires certain payment nghts 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

effectlve for acquisition transactlons entered mto 30 days or more followmg enactment of th1s :




Impact on Social Security Trust Fu’nds

Under current law, the income tax collected with respect to a portion of 8001a1 Securlty
'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 niot reduced. Such transfers would have to be
made at least quarterly. - ' :
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