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Mr. GEORGE, from the Committee oh Finance, submitted the following .
~ REPORT |

[To aocompuiy H.R. 2416)

' The Committee on Finance to whom was recommitted the. bill:
(H. R. 2416) rélating to (1) exclusion from income of income from dis-'
charge of indebtedness and '(2) increasing the Federal share of p:ﬁ'-
ments for old-age ‘assistance, aid to dependent children; aid to the
blind, and aid to the pernmanently and totally disabled, having recon-
sidered the same, report favorably thereon with amendments and
recommend that the bill, as amended, dopass, - - & .
In its reconsideration of the bill the Committee on Finance made no-
change in sections 1 and 2 of thé bill, ag passéd by the Senate. These
sections relate to’exclusion from ‘income of income from discharge
of indebteédness.  (See Rept. No. 324, 82d Cong.; 18t sess.) - =
Section 3 of the bill, added ‘on' the floor 'of the Senate, relates to
increasing the Federal share of payments for old-age assistance, aid:
to dependent children, did to the blind,and aid to the permanently and
totally disabled.’ ‘This sectioh was amended as outlined' hereafter.
FEDERAL SHARE OF PUBINC ASSISTANCE PAYMENTS: .
Present law . B T
Under present law the Federal ¥a ents to the States (including
Algska, Hawaii, and theDistrict of Columbia) for old-age assistance,
aid to the blind, and aid to’ the permanently and totally. disabled is
three-fourths of the first $20, of a: State’s/avermmdn y payment
per recipient, plus:one-half of the remainder within individual maxi-
mums of $50. For aid ‘to dependent:children the Federal share of
pgymen:;a isathrge-foqrt?s»%f ?:lhé ﬁmf,csalg 13: a8 St?te’sﬂ a\)rerpige monthly
payment per recipient ' (including one per family), m:?qnodl& uf
the remainder within 'individl'll:F tﬁ

maximums of:$27 for the parent or
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other relative with whom the:thildrer are living, $27 for: the'firt"
child and $18'for each additional child in a family, @
Section 8 of bill as passed by the Senate

Under section 3 of the bill as added on the floor of the Senate the
Federal share would be increased for the four State-Federal publi
assistance programs. For old-age assistance, aid to the blind, and aid
to the ermqnentg:sand to(t;}l,ly, disabled the Federal share would be
four-fifths of ‘the first $25 of a State’s average monthl 'pa’;}meﬁt per
recipient, plus one-half ‘the remainder within individuai7 maximums of
$55.. For aid to dependent children, under the floor amendment,: the
Federal share would be four-fifths of the first $15 of a State’s average
monthly payment per recipient (including one adult per family) plus -
one-half the remainder within individual maximums of $30 for the
parent or other adult with whom the children are living, $30 for the
first child, and $21 for each additional child. The increase in the
Federal share of public assistance payments under the floor amend-
ment would be limited to the period October 1, 1951, through Septem-
ber 30,1953, for the four programs, - - : )
Section 3 of bill as approved by Commitlee on rinance

Section 3 of the bill as agpro‘v'ed" by the Committee on Finance
would increase the Federal share in public assistance payments over
present law for the four programs on a permanent basis, beginning
Qctober 1, 1951. For old-age assistance, aid to the blind, ang aid to
the; permanently and totally disabled, the Federal share would:be
three-fourths of the first $26 of a State’s. avero.s;a monthly payment
per recipient, plus one-half of the remainder within individual maxi-
mums of $53. . For aid to dependent children the Federal share would,
be three-fourths of the first $16 of a State’s average monthly*ﬁa{}mﬁﬁ;
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per recipient ('mcludmg ~one adult per family) plus one-h ,
remainder within individual maximums of $29 for the parent or 'oth'g{',
adult relative with whom the children are living, $29 for the firs
child, and $20 for each additional child in a family. == .
.. The .committee-approved bill is designed to jincrease payments to
recipients of old-age assistance, aid to the blind, and aid to the pers
manently .and totally disabled $3 per.month on the average without
increasing State and local expenditures, , Those States now proyiding,
average payments of $23 or more (including Federal, State, and local
funds) would obtain full advantage of the proposed increase, ag the;
are now providing at least $6.50 per recipient from State andloca
furds. To.obtain full advantage of the proposed increase, the States
now providing average payments of less than $23, would have to
raise their average payments so that the State and local contributions
would'be at least $6.50 per recipient. : = . . L g
.-Under: the committee-approved bill, aid-to-dependent-children
paymients could be increased an average of $2 per month per.recipient
(including the dependent children and one adult per: family) without
increasing State and local expenditures. . Those States now proyidi
avorage paymernts of $14 or more: (including Federal; State, and lom'
funds) per person on ‘the rolls would .obtain full advantage-of tl
gmmwd increage as they are now:providing at least $4 per recipien
rorh State and local funds. - To.obtain full. advantage of the proposed
increase, the States now providing average payments of less than
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$14 perrecipient would have to:raise their average payments sd thinb

the Stato and-local coritributions Would be at least'$4 per ¥ecipleiity

“Thus, thé maximiuin Federal slidre of éxpenditurd for tho 4 Staté.
Federal public-assistance programs.is. retained at.75 percent. - Your
committee believes that to increase’this riaximuim percentage would
eii’danﬁer the ¢ontindance of the joiit'State and Federdl responsibility
for public-assistance programs established in 1935 with the passage of
the Social Security. Act,  Moreover, through the enactment of the
Social Security Act Amendments.of 1950, the Congress strengthened
the old-age and ‘survivors insuraneg¢ program so'as to make contribu-
tory social insurance the basic method of affording protection against
the economic hagards of old-age and premature death. ...In a 9-month
period the number of :aged receiving benefits under the insurance
program has increased from 2.2 million in’ August 1950, to more than
3 million in May 1951, This number will continue to rise in the future
as the 1950 amendments become more fully effective. =~

The estimated annual costs to the Federal Government under sec~

tion 3 of the committee-approved bill isa'ﬂ)roﬁma,tely $139.7 million
as compared to an estimated cost of mg)ro mately $259 million under
section 3 as added on the floor of the Senate. e estimated cost by
program under the committee-approved bill is set forth in the following

table;

Annual

additionad
Rederal cosle
w ‘ - ¢ : S (in millions)
Total, all programs.... o . ililloioooooo. dmmemmmeemaecieas $180.7
Old-age A8SIStANOS . . _ . occceicccmociccccacanan ——emevam—n ———— 91.6
Aid to dependent children. ... ccncuoncaadacicaioncncaccccnnnae 42.0
Aidtothe blind. i . i iinicicmmeciceicnaconcmcamenaannaana % g

Aid to permanentiy and totally disabled_--22Z2Z22T277C it
.~ CHANGES IN EXISTING LAW &

In-compliance with subsection 4 of rule XXIX of the Standing Rules
of the Senate, changes in existing law made bg the-bill are shown as
follows ‘(existing law proposed ‘to be oritted is enclosed in black
brackets; new matter 18 printed in italics;. existing law in which no
change is proposed: is shown in roman): S '

. 'Smcrion 22 or Tax InTEeNAL Rrvenum Copm
e bty ot st i : ' o

830"22° G 0 . Nc.o.‘..“ oy Lo e T ,‘1‘).‘ .o : . i . .

2&) Genera?];gﬁgltiom “.-‘"‘.'.%' R T -y

b) Exclusions from Gréss Income,—The fohowing ftems shall not be included
in gross income and shall be exempt from taxation under this chapter:

&r)os Life insurance,— * * * )

. “;‘3" -"':‘,;: ' x’."" [ & 0 {an .",-‘-ft T ‘\,’. .
. (9) .INcomm rnou‘msgmnqnar,lwpnar&nu!s&r-v-ln the.case of a corporation,

3

the amount of any income of the taxpayer. attributable.to, the discharge, within
the taxdble year, f,f{; any, inde }tédnmp:? the. mp&t’“r or. fm,wlgighft«h: t&kgb%r
Isliable evidenced by .8 security: (as hereinalter. Ln -thzv,.ww‘aph defined) [if the
taxpayer makep;.l% file,at the. time.of, filing the:return, in Such,manner as .

Commissioner, with the approvsl of the Se re;u“ynby, egulations preseribes, ile
sonzent ] if the igxpayer, al such:time and in such manner, as the Secretary by regulg-
tons prescribes,:makes. and. filss. s cansent. to the.regulations. prescribed undar
mmtion,, :lq?t q l.%z '(f) Btlhe%iq etfeot, Iﬁ G:gh, wait_ha; ?mount&fl g&%@&n&%?ﬁhﬂ
ey er " ru A‘.o: (h 3“ ‘mq 3] re, ‘J By 4 p“ LQ a3 01, ',?3 ,Q
of tﬁeytaxable yezr in which 3\1011 dlsohsr%é ‘c;:(m"rp x«"lw'lt.h réspect to such in!

o
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debtedness shall not be included ‘in gross income and' the:amount :of the: dedus
tion attributable to any unamortized diseount (computed ,a%\of: the first.day of tin
taxable year in which such discharge oocurred), with respect to such indebtedy
shall not be allowed as & deduction. As Used in this pa‘ragr#Ph’ the term ‘“‘security”
means any bond, debenture, note, ot certifieate, or other evidence of indebtedriens
issued by any corporation, . [Tﬁiséwaguph‘nhdl not‘nprlytto, lnr‘dho :
ooourring before the date of enactment of the Revenue Aot of 1939, or In & taxal
year beginning after December 31, 1951,] N IR I
(10) INCOME FEOM DISCHARGE OF INDEBTEDNERSS OF A RAILROAD CORPORATION L
The amount of any inoome attributable 'to the discharge within the: taxable v

of any indebtedness of a railroad corporation, as defined in/mection:77m of the
National Bankruptoy Act, as amenied, to the extent that such income iy %

to have been realized by reason of a modification in or cancellation Vi‘ngwhé‘}g?ot
part of such indebtedness pursuant to an order of a court in Q’reoeivahhiAp '
oeeding or in & proceeding under seotion:77 of the National Bankruptey: Aot;
amended. In such cass the amount of any income of the taxpayer attributable
to any unamortized premium.(computed as of the first day of the:taxable year in
which such discharge occurred) with respect to such indebtedness shall not by
included in gross income and the amount of ‘the deduction ‘attributable to
unamortized discount (computed as of the first day of the taxable year in hlo{
such discharge ocourred) with respect to-such indebtedness shall not be allowed as
o deduction. Paragraph (9) shall not apply with respect to an _;dlsohargoa‘};
B
i

V.

to any discharge ocourring in a taxable year beginning after [ mber 8

P 16
indebtedness to which this paragraph appﬁes.' This paragragh all m}g in‘
December 81, 1964. | iR

b

SzcrioNn 3 (aA) or THE Socxli SEcuriTY ACT ol

Src. 3. (a) From the sums apﬁ:opriamd therefor, the Secretary of the Treasury
shall pay to each State which has an approved plan for old-age a.ssiltam?-for
cach quarter, be ,nnin%wlth the quarter commencing October 1, [1?50]4 1951,
(1) in the case of any State other than Puerto Rico and the Virgin Islands, an
amount, which shall used exclusively as old-age assistance, equal t0. the:sum
of the following proportions of the total amounts expended during such quarter
as old-age assistance under the State plan, not counting so much of sych expendi-
ture with respect to any individual for any month as exceeds [$50] $69—+ :

(A) three-fourths of such expenditures, not counting so much of any ex-
penditure with respect to any month as exceeds the product of [$20] ##
multiplied by the total number of such individusdls who received old-age
assistance for such month; plus . ; . -

“(B) one-half of the amount by which such  expenditures exoded 'the mdx-
mum which may be countéd under ¢lause (A); - -« ... . ..o . oab Qe

and (2) in the case of Puerto Rico and the Virgin I'qlgnds an mu,.m':’::r which shel
be used exclusively as old-age assistance, equal to one-half of the total of the s
expended during such quarter as old-age Assistance under’the Stamlm,; i
counting so much of such expenditure with respect to any individual for:soy
month as exceeds $30, and (3) in the case of any State, an amount equal to one-
half of the total of the sums expended during suchra‘au‘arter as found necessary by
the Administrator for the groper and efficient administration of thaﬁ&:& %ﬁ
2O i

which amount shall be used for paying the costs of administering the
or for old-age assistance, or both, and for no other purposs.

SxorroN 408 (A) or THE SoCIAL BECURITY Acr

Bec. 403. (a) From the sums sppropriated ‘therefor, the Becretary ‘of i
Treasury shall pay to each State wh(gg has an approved plan (@'gﬁd'wmﬂg;%
children, for each quarter,ibeginnlng with the quarter commencing October'y;
19503 1951, (1) in the case of any State other than Puerto Rico and the Virgih
slands an amount, which shall be used exclusively as aid to dependent éhildies
equal to the sum of the following proportions of thé total amounts éxpenged dir
ing such quarter as aid to dependent children under the State plan, ndt sounts
s0 much of such expenditure with respect to any dependert ichild-'fm‘ suy ot
as exceeds [$27] #29, or if there is more than one depéndent child in ‘e ‘e
home, as exceeds [$27] #80 with respect to one such deperident child and

e oepra} ey
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 with f?!g‘“ ot, to. each, o «-ﬁﬁ,ioﬁh@:xw. ndent children, and .not-counting so
ggch of such nmm r. any ;mm‘:h-w; ‘Tespect to a relative with whom
any dependent; ohild js living ds exoseds [$87) $20— . .. . ... i 1.,
" . (A) three-fourths’ of such expenditures. not counting so much of the ex-
.. penditured g#%mctmm month as exoeeds the products of [812] $16
; multiplied by the total number.of .dependent. children and other individuals
- with respect to whom sid t0 dependant children is paid for such month, plus
... _.{(B) one-half of the amount, j;;?!lli,chgl‘uoh‘ expenditures exceed the maxi-
., . mum which may be’qounted under ¢clause (A); ~ . R
and (2) in the case of Puertd Rico and the Virgin Islands, an amount, which shall
be used,excluzively. as aid to dependent children, 2qual o one-half of the total of
the suma-éxpended during m{: graster, as aid to ¢ *fandﬁnt;.chﬂd:,en under the
State plan, not counting 8o much of such expenditure with respect to any dependent;
child for any month as exceeds $18, or if there is more than one depengent child in
the same home, as exceeds $18 with respect to one such dependent child and

- $12 with respect to each of the other dependent children; and (8) in the case of
any State, an amount equal to one-helf of the total of the sums expended during
such quarter as found necessary by the Administrator for the proper and efficient
sdministration of the State li)la.n, which amount shall be used for paying the costs
of administering the State plan or for aicl to dependent children, or both, and for
no other purpose. - '

SwcrioN 1008 (L) or THE SoorAL BECURITY ActT

8zc. 1003, (a) From the sums appropriated therefor, the Secretary of the
Treasury shall pageto each State which has an approved plan for aid to the blind;
for each quarter, beginning with the quarter commencing QOctober 1, [1950) 1961,
(1) in the case of any State other than Puerto Rico and the Virgin Islands, an
amount, which shall be used exclusively as aid to the blind, equal to the sum of
the followinﬁ proportions of the total amounts expended during such quarter as
aid to the blind under the State plan, not counting so much of such expenditure
with Kect to any individual for any month as exceeds [$50] $55—
re? ) three-fourths of such expenditures, not counting so much of any ex-
penditure with respect to any month as exceeds the product of [$20f 220
multiplied by the total number of such individuals who received aid to the
blind for such month, plus e .
(B) one-half of the amount by which such expenditures exceed the maxi-
mum which may be counted under clause (A);
and (2) in the case of Puerto Rico and the Virgin Islands, an amount, which shall
be used exclusively as aid to the blind, equal to one-half of the total of the sumsa
expended during such quarter as aid to the blind under the State plan, not count-
ing 8o much of-such expenditure with respect to any individual for any month as
exceeds $30; and (3) in the case of an[v; State, an amount equal to one-half of the
total of the sums expended during such guarter as found necessary by the Admin-
istrator for the proper and efficient administration of the State plan, which amount
shall be used for paying the costs of administering the State plan or for aid to the
blind, or both, and for no other purpose. _

Sxcrion 1408 (o) or THE Soo1AL SBOURITY AoT

Smc. 1403. (a) From the sums appropriated therefor, the Seoretary of the
Treasury shall pay to each State which has an approved plan for aid to tho
permanently and totally disabled, for each quarter, ning with the quarter
commencing October 1 Eloso] 1931, (1) in the case of any State other than Puerto
Rico and the Virgin Islands, an amount, which shall be used exclusively as aid to

anently and totally disabled, equal to the sum of the following proportions
of the total amounts expended during such quarter as aid to the permanently and
totally disabled under the State plan, not counting so much of such expenditure
with muxeot to any individual for any month as exoeeds ] $68—

(A): three-fourths of such expenditures, not counting so much of any
expenditure with to any month as exoeeds the product of [$20] 326
multiplied by the total number of such individuals who received aid to the
permanently and totally disabled for such month, plus

8. Repts., 82-1, vol, 3—58
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(B)-one-half. of the 'amount by 'wHich' Sush éxpenditiires exo ogd‘t!q 'd?
. mum whioh ‘may be counted ‘inder' dlass (A);!! vivliba ? RIS Siti,

and (2) in the case of Puerto Rico and the Vitgin Iélandé" d Bnohﬁt ) M
be’uséd exclusively'as aid'to'the permanently and totally iéa.bled”é d ‘o ono- ‘
half of the total of the sums expended during such‘q Arter As pefiane:
ently ‘and totally disabled undeér ths'Stdte’ lan, k;n cohntﬁi ’sb‘hﬁdch suolr;
expenditure with re ;eot to any individual fo¥ any mdonth’ 52 ‘exceeds' $30 d (8) 5
in the ‘case of any State, an amouht'equal to ‘one-half’of the''total of |

expended during such quarter as found ‘nedessaty by’ the' Administratot“fg? the
})roper and efficient administration of the State pian, Which awmboiint shall

or paying the costs of administering the State plan or for ald to the penixuneﬂﬂy
and totally dlsabled or both ‘and’ for no other purpose, '
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