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AUGUST 11, 1959.-Ordered to be printed

Mr. BYRD of Virginia, from the Committee on Finance, submitted
the following

REPORT
[To accompany H.R. 7106]

The Committee on Finance, to whom was referred the bill (H.R.
7106) to amend title 38, United States Code with respect to forfeiture
of benefits under laws administered by the Veterans' Administration,
having considered the same, report favorably thereon with an amend-
ment and recommend that the bill as amended do pass.

GENERAL STATEMENT

Under existing law the Administrator of Veterans' Affairs has
authority to forfeit the rights of veterans, widows, children, and
dependent parents, to all gratuitous benefits (1) where the veteran
has been guilty of mutiny, treason, sabotage, or rendering assistance
to an enemy and (2) where a false or fraudulent statement has been
made concerning any claim for gratuitous-benefits.
H.R. 7106 modifies tlis existing law by (1) providing automatic

forfeiture of rights of veterans to gratuitous benefits in all cases of
conviction of certain specified offenses involving loyalty or security;
(2) eliminating the authority`of the Administrator to impose a for-
feiture based on false or fraudulent statements if the accused person
resided, or was domiciled, within the United States at the time of the
commission of the proscribed act. The bill continues the existing
law resp'ectiing :forfeiture of such rights based on false or fraudulent
statements where the accused person resided, or was domiciled, out-
side the jurisdiction of the United States at the time of the commission
of the offense.
The committee amendment strikes all after the enacting clause and

i'serts in lieu thereof a revised draft of the bill as recommended in
the following letter from the Veterans' Administration:
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FORFEITURE OF VETERANS' BENEFITS

AUGUST 4, 1959.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.
DEAR SENATOR BYRD: This is in reply to your request for a report

report on H.R. 7106, 86th Congress, as passed by the House of Repre-
sentatives.
The purpose of the bill is to modify existing law relating to for-

feiture of gratuitous benefits under laws administered by the Veterans'
Administration.

Currently fraud in connection with a claim for any gratuitous benie-
fit under laws we administer results in forfeiture under 38 U.S.C. 3503
by the person concerned of all such benefits. This is also true under
38 U.S.C. 3504 in cases-of mutiny,-treason, sabotage, or rendering
assistance-to an enemy of the United States or of its allies, where a
person is shown by evidence satisfactory to the Administrator .of
Veterans' Affairs to be guilty. Administrative'forfeiture is additional
to any penalty which may be imposed under the criminal code.
The effective date of forfeiture in fraud cases is the date of the

award on which the fraud is based, and in mutiny, treason, etc., cases,
the date of the forfeiture decision. Forfeiture is a permanent bar to
benefits unless the guilty person is granted a Presidential pardon.

Disability compensation forfeited for fraud is paid to the veteran's
wife, child, or parents, if they did not participate in the. fraud. Bepe-
fits forfeited for nmutiny, treason; etc., may be apportioned and paid
to dependents of the guilty person. In both cases payments may not
exceed the amount payable if the veteran was dead.

Forfeiture' of benefits by a veteran does not prohibit payment of
benefits to eligible dependents in the event of his death. Moreover,
one who has forfeited may be paid benefits based on subsequent service
in our Arirmed Forces.
H.R. 7106 would continue the existing authority to forfeit gratuitous

benefits under 38 U.S.C. 3503 and 3504 where the guilty person at the
time of commission of the proscribed act resided, or was domiciled,
outside of a State, Territory, or possession of the United States, Dis-
trict of Colifmbia, or the Commonwvealthl- of Puerto Rico. However,
where a person resided, or was domiciled, within such a political divi-
sion at that time the first section of the bill would discontinue, effective
the date of its enactment, the authority to impose administrative
forfeiture. Forfeiture declared prior to the date of enactment would
not be affected.

Section 2 provides that a conviction of specified offenses, which
involve national security or loyalty, terminates the right to gratuitous
benefits of the individual convicted as well asSIthe entitlement of any
other peir'son on his account. The disentitiement would apply to
benefits based on service before or after conviction.
The effective date of termination would be the date of conviction.

The Attorney General or the Secretary of Defense, as appropriate'
would be required to give notice of conviction to the Administrator
of Veterans' Affairs. A Presidential -pardon of the offense would
restore the right to benefits as of t]& date of pardon.
We believe :that the proposed elimination of administrative' for'

feiture in domestic fraud cases and reliance upon prosecution under
the criminal code is worthy of trial. It is questionable whether such

2



FORFE1TAU OF 'VETERANS' BENEFITS 3.

forfeiture has proved an effective deterrent to.the commission' of fraud.
We are not informed of any comparable forfeiture available to other
Federal agencies. Administrative forfeiture proceedings are not
surrounded by the safeguards of a criminal trial, although forfeiture
is in the nature of a criminal penalty. Further, it is recognized that
in some instances total administrative forfeiture may be too severe,.
For almost 40 years the Federal statutes have provided for ad-

ministrative forfeiture in veterans' fraud cases in addition to the
criminal liability for the same act. If this administrative forfeiture
penalty is removed, attainment of the bill's objective will depend to a
large extent on the effectiveness of proceedings brought in these cases
under the criminal code.
One aspect of the proposal, however, needs clarification. In view

of the definition of "State" in 38 U.S.C. 101 (20), it is not clear Whether
the bill would preclude forfeiture of benefits based on offenses com-
mitted in the Philippine Islands prior to its independence, July 4, 1946.
The future bar to forfeiture in domestic'cases apparently con-

templates that conviction under the criminal code will constitute a
sufficient penalty. There may bo .instances, however, where' the
guilty person resided or was doliciled in the United States at the
time of the wrongful act but left the country prior to criminal action.
In that event as a practical matter there would be no criminal punish-
ment or administrative forfeiture for the offense. It would appear
desirable, and in line with the philosophy of the bill, to continue the
forfeiture authority in this type of case.
We believe that the proposed '38 U.S.C. 3505 (sec. 2 of the bill) is

an improvement over the related existing 38 U.S.C. :3504. Clearly,
an individual convicted of serious offenses against the Government,
involving national security, should not be the recipient of our Gov-
ernlen t's gratuities.
The section would render the guilty person ineligible for gratuitous

benefits as of thle date of conviction; Offelnses whicli involve national
security are often difficult to discover. Considerable time may elapse
in securing evidence warranting an indictment. Moreover, after in-
(lictment there could be delay before conviction. Hence, we feel 'that
a more appropriate date for the termination of benefits Wvould be the
date of the- commission of the, offense, after enactment,; for which
convicted. Further, pending ultimate disposition of the criminal' pro-
ceedings, authority should be given us to discontinue benefits, effective
from the date of notification by thile Department of Justice of thie return
of an indictment.
As previously noted the section would prohibit thee granting 0of

gratuitous benefits to an individual cnvicted of an offense therein
listed, even though 'he served honorably in the Armed Forces there-
after. We doubt the equity of applying this' prohibition to benefits
based on subsequent service where tlie military department, with
knowledge of the conviction, accepted the person into service.
Our study in the forfeiture field has shown' that, because of the

provisions authorizing or requiring apportionment of benefits to de-
pendents, the guilty person has enjoyed the forfeited benefit. We,
therefore, feel that existing apportionment'au'thority should be ,wiith-
draiwn. Also, consistent with proposed 38 U.S.C. 3505, death benefits
should not be payable in cases forfeited under the related 38 VU.S.C.
3504. , ........



4 FORFEITURE OF VETERANS' BENEFITS

There is not sufficient information available on which to base a
worthwhile estimate of the fiscal effects of the bill.

Subject to the foregoing comments, we have no objection to the
favorable consideration by your committee of H.R. 7106.
The Bureau of the Budget advises that there is no objection to the

submission of this report to the committee.
Sincerely yours,

BRADFORD MORSE,
Deputy Administrator.

The changes recommended by the Veterans' Administration and
approved by thli Committee on Finance are shown by the italicized
language of the following draft:

AN ACT To amend title 38, United States Code, with respect to
forfeiture of benefits under laws administered by tile Veterans'
Administration

Be it enacted by the Senate and House of Representatives of
the United SStates 'of Amemta in Congress assembled, That
section 3503 of title 38, United States Code, is amended by
adding at the end thereof the following new subsections:

"(d) After the date of enactment of this subsection, no
forfeiture of benefits may be imposed under this section or
section 3504 of this title upon any individual who was a
resident of, or domiciled in, a State at the time the act or
acts occurred on account of which benefits wold, but for
this subsection, be forfeited unless such individual ceases to
be a resident of, or domiciled in, a State before the expiration of
the period during which criminal prosecution could be instituted.
This subsection shall not apply with respect to (a) any for-
feiture occurring before the date of enactment of this sub-
section, or (b) an act or acts which occurred in the Philippine
Islands prior to July 4, 1946.

"(e) No apportionment award under subsectiorn (b) of this
section shall be made in. any case after the date of enactment of
this subsection."

SEC. 2. Section 3504 of title 38, United States Code, is
amended by adding at the end thereof the following new sub-
section:

"(c) In the case of any .forfeiture under this section there
shall be no authority after the date of enactment of this subsec-
tion (1) to make an apportionment award pursuant to sub-
section (b) or (2) to make an award to any person of gratuitous
benefits based on, any period of military, naval, or air service
commencing before`'the date of commission of lthe offense."

Sec. 3. (a) Chapter 61 of title 38, United States Code, is
amended by adding at the end thereof the following:
"3505. Forfeiture for subversive activities

"(a) Any individual who is convictedl after the date of
enactment of this section of any offense:listed in subsection
(b) of this section shall, from and after the date of commission
of such offense, have no right to gratuitous l:enefits under
laws administered by the Veterans' Administration based on
periods of military, naval, or air service commencing before
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the date of the commission of such'offense and no other person
shall be entitled to such benefits on account of such indi-
vidual. After receipt of notice of the return of an indictment
for such an offense the Veterans' Administration shall suspend
payment of such, gratuitous benefits pending disposition of the
criminal proceedings. If any individual whose right to bene-
fits has been terminated pursuant to this section is granted
a pardon of the offense by the President of the United States,
the right to such benefits shall be restored as of the (late of
such pardon.

"(b) Tlhe ofl'ehses referred to in subsection (a) of this sec-
tion are those offenses for which punishment is presCiibed (1)
in the following provisions of title 18, UnitediStates Code,
sections 792, 793, 794,798, 2381, 2382, 2383, 2384, 2385,2387,
2388, 2389, 2390, and chapter 105; (2) in the Uniform Code
of Militaniy Just.ice, articles 94, 104, and 106; (3) in tlhe follow-
ing sections of the Atomic Energy Act of 1954, sections 222,
223, 224, 225, and 226: and (4) in the following sections of tho
Internal Security Act of 1950, sections4, 112, and 113.

"(c) lThe Attorney General sliall notify tlie Administriator
in eachl case in which an individual is indicted or convicted of
an offense listed in clauses (1), (3), or (4) of subsection (b) of
this section. The Secretary of Defense or the Secretary of the
Treasury, as mnay be appropriate, shall notify the Adminis-
trator in each case in which an individual is convicted of an
offense listed in clause (2) of subsection (b) of this section."

(b) Th'e table of sections for such chapter 61 is amended
by adding at tile end thereof tlhe following:

"3505. Forfeiture for subversive activities."
Passed the House of Representatives June 15, 1959.
Attest:

RALPH R. ROBERTS,
Clerk.

The following information on the background of the bill and
examples of casesforfeited by the Veterans' Administration, compiled
by the House Committee on Veterans' Affairs, explains the purpose of
and need for this legislation:

BACKGROUND OF THE BILL

A total of 9,206 cases have been considered for forfeiture
by the Veterans' Administration. Of this number, 4,753
cases have been forfeited. Nonforfeiture decisions have
been rendered in 4,356 cases. In the calendar year 1958,
forfeiture :was considered in 515 cases. Forfeiture was de-
creed in 303 cases and denied in 212 cases. Of the cases
forfeited, 3,999 have been under the statute cited first below
and 1,062 cases under the statute cited second below:
"§ 3503. Forfeiture for fraud.

"(a) Whoever knowingly makes or causes to be made or
conspires, combines, aids, or assists in, agrees to, arranges
for, or in any way procures the making or presentation of a
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false or fraudulent affidavit, declaration, certificate, state-
ment, voucher, or paper, concerning any claim for benefits
under any of the laws administered by the Veterans' Admin-
istration (except laws pertainstoin surance benefits) shall
forfeit all rights, claims, and benefits under all laws admin-
istered by the Veterans' Administration (except laws pertain-
ing to insurance benefits).

"(b) Whenever a veteran entitled to disability compensa-
tion has forfeited his right to such compensation under this
section, the compensation payable but for the forfeiture shall
thereafter be paid to his wife, children, and parents. Pay-
ments made to a wife, children, and parents under the pre-
ceding 'sentence shall not exceed the amounts payable to
each if the veteran had died from service-connected disability.
No wife, ct iid, or parent who participated in the fraud for
which forfeiture was imposed shall receive any payment by
reason of this subsection.

"(c) Forfeiture of benefits by a veteran shall not prohibit
payment of the burial allowance, death compensation, de-
pendency and indemnity compensation, or death pension in
the event of his death.
"§ 3504. Forfeiture for treason.

"(a) Any person shown by evidence satisfactory to the Ad-
ministrator be guilty of mutiny, treason, sabotage, or renI(er-
ing assistance to an enemy of the United States or of its allies
shall forfeit all accrtled or future gratuitous benefits under
laws administered by the Vetei'ans' Adiiiinistration.

"(b) The Administrator, in his discretion, may apportion
and pay any part of benefits 'forfeited under subsection (a) to
the dependents of the person forfeiting such benefits. No
dependent of any person shall receive benefits by reason of
this subsection in.excess of the amount to which lie would be
entitled if such person were dead."

In the beginning it should be noted that the making of
false or fraudulent statements to any agency of the Federal
Government is a crime under Federal law for which severe
penalties are provided. Consequently, we have a system,
through forfeiture, under which additional penalties are im-
posed upon a particular class of persons (veterans, their
surviving widows, children, or dependent parents), which
are not imposed 'upon others; furt|iermore the present syste,m
results- in the imposition 'of 'additional penalties for making
false or fraudulent statements to the Ve.terahs' Administration
but ignores comparable statements to other goveriimentai
-agencies. The veterans program and other activities of the
Federal Gover'ment have been vastly expanded since for-
feiture legislation was first enacted in i1921. Social security,
various 'programs of the Dcpartment'of 'Agriculture, and
other governmental!programs have resuil din a system under
which the submission of written' statements in connection

, with some type-of Federal benefit involve nearly' every' home
and hamlet 'n the country. In considering the logic- and
justice of a forfeiture program under present-day conditions
all these factors must be taken ilito account.

6



ORrFBITUlE E OF. VETERANS' BENEFITS

There are no comparable provisionsof la"w 'under which
any other agency of Government can administratively forfeit
the right to gratuitous benefits because of a false statement
made in connection with another and.different benefit. In
attempting to determine if the Veteranfs' A'dminisitration and
those it serves should 'be subject to different rules, the com-
mittee undertook a study of the forfeiture program during
the 86th Congress. The report of that study is contained
in House Committee Print No. 196 of the 85th Congress,
entitled "Forfeiture of Veterans' Rights." More than a
hundred cases in which forfeiture had been considered by
the Veterans' Administration were exa.milned by the com-
mittee. In addition to problems involved in the basic
philosophy of forfeiture the committee found the adminis-
tration of the program was not uniform and created in-
equitable results. Consideration of forfeiture seemed to
depend upon chance so that some cases were forfeited where
many other instances of identical misrepresentation were not
considered. Until recelitly there had not beel any standard
adopted tor testing the materiality of a statement so that
in many instances forfeiture was adjudted where the false
statement had no bearing on entitlement to the benefit. In
most instances the accused was not. accurately informed of
the charges against him and in other cases the Veterans'
Administration was in possession of the true facts so they
were not misled by the misrepresentation. Examples of
'some forfeited cases appear hereafter in this report.

Even if one adopted the basic philosophy that forfeiture
should be retained as an additional penalty to be imposed
on veterans and their dependents and even if the program
were expertly administered, serious inequities would result
.from it. This is because the amount of the penalty imposed
depends upon the amount of the benefit to which the for-
feited person is entitled. Two veterans might execute iden-
tical false statements in connection with a housing loan.
One might be receiving disability compensation of $309 per
month so that forfeiture would amount to a fine of $74,160
over a period of 20 years, The other might not have, or
even acquire, entitlement to benefits so that he would
actually suffer no penalty for commission of the identical
offense.

Under/existing law service-connected disability compensa-
tion forfeited for the execution of false statements shall be
paid to the veteran's wife, cildren,' or parents, but not ex-
ceeding the amount that wouldIbe payable in case of service-
connected death. If forfeitdi':eis, for treason or related
offenses, either service-connected or non-service-connected
benefits mnay be paid to depend'entsoftie veteran, but not in
excess of 'the amount that would be payable in case of his
death. The' result is that the 'entire amoufittof benefits
forfeited in the case of a' 'married veteran may be paid to
another 'member of his household and thereby benefit 'the
veteran just as much as if he had not been forfeited. In
the case of an unmarried veteran without dependents the
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benefit cannot be paid to any other person. It is therefore
clear that in many cases tfhe penalty imposed on the veteran
is determined by his marital ordependency status and not.
by the gravity of false or fraudulent statement,
A different but related question arises-from the fact that

compensation for service-connected disability or death is.
payable and in many cases is bmeingpaid to inmates of penal
institutions. (38 U.S.C. 505 prohibits tte payments of non-
service-connected pension benefits after the 60th day of con-
finement.) Payment during confinement is also the policy
with respect to social security and nearly all Federal benefits.
In only a few special cases are benefits terminated because of'
conviction for criminal offenses. Generally speaking, then,.
it can be said that established national policy does not favor
withholding Federal benefits from persons, because they are.
unworthy according to our social and moral standards, i.e.,
conviction of criminal offenses. To 'do so is to provide
unequal penalties for the saine act. If it is suggested that.
continuation of the forfeiture laws'is necessary as a deterrent
to fraud, then the committee believes such laws should be
extended to other Federal programs. There is no reason to
make an exception of the Veterans' Administration.

False or fraudulent statements do n6t violate prohibitory
statutes unless they are material. In the forfeiture statutes.
under consider. ion it seems that the test of materiality
should be whether or not entitlement to the benefit depends:
upon the truth of the statement. Therefore, repeal of the
forfeiture authority would not authorize payment of benefits
to any person who does not have basic entitlement. If the.
false statement is material, basic eligibility would be ter-
minaIted upon discovery of its falsity and, therefore, payments:
would-be promptly stopped u'po6n discovery of the true facts.
While the Veterans' Administiration in the past has not:

applied uniform standards of materiality, the report of the.
Administrator on the bill indicates that current Veterans'
Administration procedures require the element of materiality
to be present. The principal effect of a false statement made.
in connection with a claim for benefits, therefore, is that the-
veteran loses only his right to other benefits.

EXAMPLES OF CASIES FORFEITED BY THE VETERANS'
A DMINISTRATION

(1)
This World War II veteran served from March 12, 1940, to,

April i9, 1945, at which time he was discharged for psycho-
neurosis rated at 50 percent by thie Veterans' dmin istration..
He was subsequently reduced to 30 percent and drew com-
pensation from time of his. discharge- 'until payment was:
suspended on August 1, 1954. ForfeiE'ire was adjudged by
Central Committee on Waivers and Forfeitures on March
29, 1955, retroactive to January 4, 1950, and an overpay--
ment charged to veteran for $2,526.75, compensation paidi

8



FORFEITURE OF VETERANS BENEFITS

from January 4, 1960, to August 1, 1954, and $972 tuition
paid from January 4, 1950, through June 30, 1951 (total
$3,498i75). Atltime of forfeiture a lump sum was awarded
the wife for thie period commencing with date of suspension
on August 1, 1954, and monthly payments continued to her
thereafter. This was done even though the Veterans' Admin-
istration apparently decided the veteran had made a false
statement on January 4, 1950, on which his right to com-
pensation depended.
The opinion of the Forfeiture Committee is-vague but

appears to adjudge forfeiture on the basis of a statement
written by an initcrviewer in a report of physical examina-
tion which reads as follows: "Present occuipation: Shoe-
maker. Is not making any money because he cannot work
and has to hire helper." This report was signed by tlih vet-
eran under a certification statiingthat the answers have been
read to him and arc correct. The forfeiture opinion indicates
that it also considered as false statements of the veteran a
report of a Veterans' Administration social worker under the
same date. This report, appears to be based oh an interview
with the veteran and contains the reporter's interpretation of
the interview in the reporter's words without any quotations
attributed to the veteran. In subl)stance it indicates that the
veteran is not doing well financially. It was not signed by thile
veteran and does not appear to have been read to him. The
statement contained in the report of physical examination
which the veteran signed is indefinite, as much conclusion as
fact, and has not been disproved. It is written in the present
tense and does not specify any period of time to which
it applies.
On August 3, 1950, the veteran made application to the

Veterans' Administration for a guaranteed home loan. The
application is not in the file and there is no indication it was
ever made a part of the record or even submitted to the
Forfeiture Committee. The file indicates this application
states that the veteran made a net profit of $2,400 betwvecn
January 1 and June 30, 1950. Tlie Forfeiture Committee
apparently considered that the stateincnts in this application
proved the statement or statements of January 4, 1950, to be
false. It is not clear how this conclusion could be reached
since the statements do not relate to the same period of time.
On May 14, 1954, the veteran made another application for
a loan guarantee. The preceding comments in regard to the
application of August 3, 1950, apply to the application of
May 14, 1954, except that the latter application covers a
more recent period of time and involves different amounts.
of money. Other statements of the veteran, which the
Forfeiture Committee apparently relies on to establish the
falsity of the statement of January 4, 1950, relate to different
periods of time and likewise cannot be considered as con-
tradictory to the prior statement.
The letter of charges to the veteran is vague and uncertain

n that it merely sets outstatements of the veteran with the
allegation they are conflicting, but does not point out which.
statement is false, or in what particular it is false.

590058-59 S. Rept., 86-1, vol. 5-4
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The veteran has only an eighth grade education. With the
further handicap of his neuropsychiatric disability he is easily
confused and appears incapable of comprehending the signifi-
cance of much of the proceedings relating to forfeiture of his
benefits. It is also significant that the U.S. attorney refused
to prosecute.

(2)
This veteran served from December 31, 1942, until'Novem-

ber 11, 1945. He was service connected with a 10-percent
disability from shrapnel wounds. Forfeiture decision of
Central Committee on Waivers and Forfeitures is dated
January 7, 1955. OVerpayment was set up from datei~of
commission of wrongful act on November 17, 1952, through
October 31, 1954, the date of suspension, totaling $370.85.
The veteran was employecdby the Veterans' Administga-

tion regional office in Brooklyn, N.Y. He and a fellow
employee were convicted in Federal court in New York.
The file contains no copies of. court documents and does not
disclose the section of the statute under which the veteran
was charged. The file does not indicate whether he entered
a plea of guilty or was convicted on trial and does not dis-
close the sentence of the court.
From the letter of charges dated November 12, 1954, the

facts appear to be that in November 1954 a fellow employee
appropriated and divided with the veteran a shipment of
tools costing $123.94, and, with knowledge and consent of
veteran, made an entry in the warehouse record book, show-
ing proper disposition of thie tools. The false entry, mani-
festly made for the purpose of concealing theft of the tools',
was considered by the Veterans' Administration to be a false
statement concerning a claim for benefits. Two other
similar instances involved tools of the value of $202.34 and
$24.80. At no place does the file show what portion of the
tools was given to veteran or. the value of them.

Tlie claims file contains an application for hospital care,
dated December 7, 1951, in which it appears the veteran is
married. At no place else is there mention of a wife and no
indication that compensation payments were made to her
after suspension.
The Board of Veteranis' Appeals affirmed on June 4, 1956.

The veteran did not appear before the Forfeiture Committee
or the Board of Veterans' Appeals, but submitted a written
Statement to the Board of Veterans' Appeals. A substantial
part of the overpayment and value of the tools were recov-
ered from the veteran.

(3)
This`vete'anhad service in the U.S. Army as a member'of

the Phiiiplne:Scouts, as per the following dates: Einlstedl,
April 10, 19t2; honorable discharge, April 9, 195; reeniised,
April 24, 1'9f5; honorable discharge, June 11,1919 reenlisted,
June 12, 1919; honorable discharge, June 11, 1922; reen-
listed, June 12, 1922; dishonorable discharge, March 7, 1925.
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He was tried by general court-martial for joining and con-
spiring to begin a mutiny, found guilty,.and sentenced to be
confined at hard labor for 2 years and 6 months.
The forfeiture opinion states and documents in file verify

that the claims folder, in November 1930, conta dinedforma-
tion showing the veteran had been convicted of mutiny by
general court-martial and given a dishonorable discharge
from his last-period of service. Rating board actions on July
25 and October 17, 1941, denied compensation on the ground
that disabilities were not shown to be service connected and
these rating sheets show the last period of service to have
been terminated by dishonorable discharge. Benefits were
first allowed January 17, 1950, when the Rating Board
awarded pension for non-service-connected disabilities.
This rating sheet also shows the last period of service to have
been terminated by dishonorable discharge, thereby estab-
lishing that the Veterans' Administration considered and
ignored the character of the discharge in making the pension
award.
The Central Committee adjulded forfeiture under title 38,

United States Code, section 3504 and also under title 38,
United States Code, section 3503 on April 21, 1954, Forfei-
ture under the later statute was based on alleged false state-
ments in various applications for benefits. These were:
(1) A failure to list his last period of service and the dishonor-
able discharge therefrom; (2) the statement that the char-
acter of his discharge was "very good," and (3) a subsequent
statement that the character and reason for discharge from
all periods of service was "disabled to work."

It is clear that the Veterans' Administration was at all
times in possession of the true'facts in regard to the veteran's
periods of service and the character of his discharges; that
they (lid not rely on the veteran's representations, and that
they were immaterial since they had no bearing on his
entitlement to benefits. Authority to forfeit under title 38,
United States Code, section 3504 may be doubtful since it
involves the application of forfeiture to an offense committed
prior to enactment of the statute. In any event it seems
clear title 38, United States Code, section 3504 could not
authorize creation of a debt from the veteran to the United
States for peiisioin paid prior to the forfeitu'redecision. The
Veterans' Administration set up an overpayment against the
veteran for $3,639.40, the full amount paid him, and referred
it to the General Accounting Office for collection on August 8,
1955.
The veteran protested forfeiture by letters but the Board

of Veterans' Appeals doe's not appear ever to have considered
the case. Tile letter of charges is not specific and informs
the veteran that he "withheld the true facts concerning the
character of and reason for your discharge on March 7, 1925."
It does not charge the making of a false statement. Conse-
quently, the veteran was never notified that he was charged
with the commission of certain acts which the committed
used to justify forfeiture. The false statements attributed
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to the veteran were immaterial though forfeiture, because
of the conviction for mutiny, may have been proper. The
file shows the veteran was married.and had several children,
but no consideration was given to payment of the veteran's
pension to them. If forfeiture for fraud was proper, they
would not be entitled, but for forfeiture under section 3504
they would have entitlement within the discretion of the
Administrator.

(4)
Tills veteran served from October 11, 1944, until April 24,

1946. He was drawing 10 percent service-connected dis-
ability compensation at the time of forfeiture on February
16, 1955. Payments was suspended on August 31, 1954,
effective December 1, 1953, resulting in overpayment of
$141.75, which was referred to the General Accounting
Office for collection on February 27, 1956.
The veteran was serving a sentence for automobile theft

in the Oregon State Penitentiary at the time of forfeiture.
While in the penitentiary le executed a sworn statement in
writing in which he admitted altering a U.S. Treasury check

-in the amount of $8.95 by increasing it to $88.95, cashing
the check and keeIpifig the proceeds. The U.S. attorney
in Oregon authorized prosecution on completion of the
sentence for automobile theft. The altered check was in
payment of veteran's 10-percent compensation, less the
amount of monthly premium on his national service life
insurance policy. Forfeiture was declared under title 38,
United States Code, section 3503. The check was dated
December 31, 1953, and was negotiated in altered form a
few days thereafter. The overpayment was set up as of
December 1, 1953, the commencement of the period for
which the altered check was issued, which was 31 days prior
to issuance of the check and more than 31 days prior to
commission of the offense on which forfeiture was based.
The file contains no information as to marital status of

the veteran since December 9,-1948, at which time he was
reported to be single. There is no information at any time
as to the existence of children or dependent parefits. The
forfeiture decision ignores the question of entitlement of any
other person to the compensation after forfeiture of tlie
veteran's rights. The veteran did not reply to the letter of
charges and did not appeal the forfeiture decision.

(5)
The veteran served from November 23, 1942, to Novem-

Ler 4, 1945, and was receiving compensation for disability
resulting from a gunshot wound evaluated at 40 percent
disabling.
Payment of compensation was suspended on December 31,

1953, for making a false statement in connection with a
housing loan. The veteran admitted selling his loan entitle-
ment for $100 and falsely stating to the Veterans' Adminis-
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tration that he intended 'to ocdupy the premises as a home.
:Suspension of compensation payments Was made retroactive
to August 13, l91, tte 'date of execution of the false state-
ment. The decision of the Committee on Waivers and For-
feitures, dated June 23, 1954, assessed the veteran with an

overpaymnint of compensation between August 13, 1951,
the date of execution of the false statement, and December
31, 1953, the date of suspension., 'his sum amounted to
$1.770 and a claim against the veteran in that amount was
reielred to the-General:Accounting Office for collection.
When the Veterans' Administration notified the veteran of

the forfeituiie decision, they also requested repayment of tile
$1,770. On the same date the Veterans' Administration
addressed a letter to the wife of the veteran at the same ad-
dress, informing her that she became entitled to the com-

pensation at the time the veteran executed the false state-
ment so that they were indebted to ler in the amount of
$1,770, which they:erroneously paid to the veteran. The
Veterans' Administration then paid,$1,770 to the wife, so that
the forfeiture decision actually resulted in double payment of
compensation for the period between the date of the wrongful
act and the suspension of payments.

CHANGES [N EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of tlie Senate, changes in existing law made by the bill are
shown as follows (existing law proposed to be omitted is enclosed in
black brackets; new matter is printed in italics; existing law in which
no change is proposed is shown in roman):
CHAPTER 61-PENAL AND FORFEITURE PROVISIONS

Sec.
3501 . M:sali5ropriation by fiduciaries.
3502. Fratidtlelnt acceptance of payments.
3503. Forfeiture for fraud.
3504. Forfeiture for treason.
8506. Forfeiture for subversive activities,

§ 3503. Forfeiture for fraud
(a) Whloever knowingly makes or causes to be made or conspires,

combines, aids, or assists in, agrees to, arranges for, or in any way
procures the making or presentation of a false or fraudulent affidavit,
declari'ation, certificate,i statement, voucher, or paper, concerning any
claii for benefits under any of the laws administered by the Veterans'
Administration (except laws pertaining to insurance benefits) shall
forfeit all rights, claims, ani benefits under all laws administered by
the Veterans' Administration (except laws pertaining to insurance
benefits).

(b) Whenever a veteran entitled to disability compensation has for-
feited .his right; to such compensation understhii section, the compensa-
tion payable but'for the forfeiture shall thereafter-be'paid to his wife,
children, and parents. Payments made to a wife, children, and parents
under the preceding sentence shall not exceed the amounts payable
to each if the veteran had died from service-connected disability.
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No wife, child, or parent who participated in the fraud for which for-
feiture was imposed shall receive any payment by reason of this
subsection.,

(c) Forfeiture of benefits by a veteran shall not prohibit payment
of the burial allowance, death compensation, dependency and in-
dcmnity compensation, or death pension in the event of his death.

(d)' After the date of enactment of this subsection, no forfeiture of
benefits may be imposed under this sectionn or section 3604 of this title
upon any individual who was a resident oJ, or'domiciled in,'a'State at
the time the act or acts occurred on account of which benefits would, but
for this subsection, be forfeited unless such individual ceases to be a
resident of or domiciled in, a State before the expiration of the period
during which criminal prosecution could be instituted. This subsection
shall 'not apply with respect to (a), any forfeiture occurring before the
date of enactment of this subsection, or (b) an act or acts which occurred
in the Philippine Islands prior to July 4, 1946.

(e) No apportionment'award under subsection (b) of this section shall
be made in any case after the date of enactment of this subsection.
§ 3504. Forfeiture for treason

(a) Any person shown: by evidence satisfactory to the Administra-
tor to be guilty of mutiny, treason, sabotage,'or rendering assistance to
an enemy of the United States or of its allies shall forfeit all accrued
or future gratuitous benefits under laws administered by the Veterans'
Administration.

(b) The Admiiiistrator, in his discretion, may apportion and pay
any part of benefits forfeited llunder subsection (a) to the dependents
of the person forfeiting such benefits. No dependent of any person
shall receive benefits 'by reason of this subsection in excess of the
amount to which lie would be entitled if such person were dead.

(c) In the case of any forfeiture under this section there shall be no
authority after the (ate of enactment oJ this subsection (1) to make an
apportionment award pursuant to subsection (b) or (2) to make an award
to any person of gratuitous benefits based on any period of military,
naval, or air service commencing before the date of commission oj the
offense.
3506. Forfeiture for subversive activities

(a) Any individual who is convicted after the date of enactment of this
section of any offense listed in subsection (b) of this section shall, from
and afterthe date of commission of such offense, have no right to gratuitous
benefits under laws administered by the Veterans' Administration based
on periods of military, naval, or air service commencing'before the date
of the commission of such offensee and no other person shall be entitled to
such benefits on account of such individual. After receipt of notice.of
the. return of an indictment for such an' offense the Veterans' Administra-
tion'shall suspend payment of suchkgratuitous benefits pending disposition
of the criminal proceedings'. If any individual whose right to benefits has
been terminated pursuant to this section is granted a pardon of the offense
by the President of the United States, the right to such benefits shall be
restoredas of'tedate of such pardon.

- (b) The offenses referred to in subsection (i)i this se^'ton are thbse
offenses for which punihment is prescribed (1) in'the following provi-
sions of title 18, United States Code, sections 792, 793, 794, 798, S£38'
£382, 238S,'3S84,' 2386,'£87, '2388, S389," 2390, and chapter 106;
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(2) in the Uniform Code of Military Justice articles 94, 14 , and 106;
(3) in the following sections of the Atomic Energy Act oJ 1964, sections
£222, ,222,, 2, and 226; and (4) in the following sections of the
Internal Security Act of 1950, sections 4, 112, and 118.

(c) The Attorney General shall notify the Administrator in each case
in which an individual is indicted or convicted of an offense listed in
clauses (1), (8), or (4) of subsection (b) oj this section. The Secretary
of Defense or the Secretary of the Treasury, as may be appropriate, shall
notify the Administrator in each case in which an individual is convicted
of an offense listed in clause (2) of subsection (b) of this section.
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