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CONGRESSIONAL RECORD—HOUSE JuLy 25

INTERNAL REVENUE TAX PAID ON SPIRITS

Mr. BOEHNE. Mr. Speaker, I ask unanimous consent
for the immediate consideration of the bill (H. R. 1648)
to provide for the refund or credit of the internal-revenue
tax paid on spirits lost or rendered unmarketable by reason
of the floods of 1936 and 1937 where such spirits were in
the possession of the original taxpayer or rectifier for
bottling or use in rectification under Government super-
vision as provided by law and regulations.

The Clerk read the title of the bill.

The SPEAKER. 1Is there objection to the request of the
gentleman from Indiana?

Mr. MARTIN of Massachusetts. Reserving the right to
object, Mr. Speaker, will the gentleman from Indiana explain
this bill?

Mr. BOEHNE. The explanation of this bill, Mr. Speaker,
lies entirely in the provision which states that it seeks to
make a refund or give a credit, as the Commissioner of Inter-
nal Revenue may elect to do, of the internal-revenue tax paid
on spirits lost or rendered unmarketable as a result of the
Ohio River floods of 1936 and 1937. The spirits were in the
possession of the original taxpayer but were in complete con-
trol and custody of the United States Government; therefore
the amount can be determined actually by Government
records.

Mr. MARTIN of Massachusetts. The Seagram Co. is the
only company that will benefit from this act?

Mr. BOEHNE. 1 believe that is true.

Mr. MARTIN of Massachusetts. How much money is
involved?

Mr. BOEHNE. Approximately $400,000, or less than 4 days’
taxes which that company pays to the Federal Government.

Mr. MARTIN of Massachusetts. For what reason is the
Treasury opposed to the bill?

Mr. BOEHNE. The gentleman will have to read the report
to find that out. I cannot answer that question.

Mr. DIRKSEN. Mr. Speaker, will the gentleman yield?
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Mr. MARTIN of Massachusetts.
from Ulinois,

Mr. DIRKSEN. The Seagram Co. was tlie only such com-~
Pany affected by the flood; is not that correct?

Mr. BOEHNE. Yes.

. Mr. MARTIN of Massachusetts.
1S 0pPosed to the bhill?

Mr. BOEHNE. 1 cannot answer the gentleman’s question.
He will have to refer to the*report. I could not, and neither
could the Committee on Ways and Means, fathom the reasons
why the Treasury Department is opposed to the bill.

Mr. MARTIN of Massachusetts. Does the gentleman think
they are a little dumb down there in the Treasury Depart-
ment? Is that what the gentleman is trying to tell us?

Mr. BOEHNE. I do not think the gentleman from Massa-
chusetts would expect me to answer that question.

Mr. JENKINS of Ohio. Reserving the right to object, Mr.
Speaker, I should like to say to my distinguished floor leader—
not that I am here defending the Treasury, because the
Treasury does not need me to defend it—that it is true, as
my good friend from Indiana has said, that this report from
the Treasury is hardly up to the standard one might expect
from the Secretary of the Treasury who is supposed to be
the equal of Alexander Hamilton.

Mr. RICH. Reserving the right to object, Mr. Speaker,
did I correctly understand that the Treasury Department has
opposed this particular bill?

Mr. BOEHNE. They have.

Mr. RICH. Does not the gentleman believe they have a
right to do so and that they should oppose any refunds that
are not in accordance with what they believe to be the law?
When you look at the Treasury statement issued by Mr.
Morgenthau you will find that since July 1 for 20 days we
have gone in the red $391,000,000. This means over $19,590,-
000 a day since July 1. How in the world is Mr. Morgenthau
going to conduct the affairs of this Government if you come
in here and ask for a refund of $400,000? Does he not need
this money? Surely he does. Why are you now trying to
bring in a bill prohibiting him from getting this amount of
money he so urgently needs?

Mr. BOEHNE. Will the gentleman from Pennsylvania
agree to dcuble the taxation on the very same thing?

Mr. RICH. No; I do not want to double the taxation;
but why are you asking for the passage of a bill that the
Treasury Department does not approve?

Mr. BOEHNE. Because I believe and the Committee on
Ways and Means believes that the Treasury Department
was wrong in this instance,

Mr. RICH. Is this a unanimous report of the Committee
on Ways and Means?

Mr. BOEHNE. There was a single objection in the com-
mittee.

Mr. RICH. Why does not that single objector come here
now and object to this unanimous-consent request?

Mr. BOEHNE. The minority views are in the report.

Mr. RICH. Is seems to me this bill ought to be given
more consideration than being brought up under unanimous
consent.

Mr. KNUTSON. Reserving the right to object, Mr.
Speaker, I believe at this point the Recorp should show that
the bill was considered by a subcommitee of the Committee
on Ways and Means and by the full committee, and that the
full committee went very exhaustively into the objections
made by the Treasury Department and found several state-
ments in the letter of the Treasury Department that were
in conflict with each other.

The SPEAKER. Is there objection to the request of the
gentleman from Indiana?

There was no objection.

The Clerk read the bill, as follows:

Be it enacted, etc., That (a) the Commissioner of Internal Revenue
is authorized and directed to make refund, or in leu thereof, if he
so elects, allow credit in the amount of the internal-revenue tax
paid on spirits previously withdrawn and lost or rendered unmar-

ketable or useless by reason of the floods of 1936 and 1937 while such
spirits were in the possession of the person originally paying the said

I yield to the gentleman

I asked why the Treasury
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tax on such spirits, or while such spirits were in the possession of &
rectifier for rectification or for bottling, or which have been used in
the process of rectification, under Government supervision as pro-
vided by law and regulations. A claim for such tax shall be filed
with the Commissioner of Internal Revenue within 30 days fror_n
the effective date of this act in which proof shall be furnished to his
satisfaction that (1) the internal-revenue tax on such spirits was
fully paid; (2) that the same were in the possession of the clalma_nt
as above set forth at the time of such loss; (3) that such spirits
were lost or rendered unmarketable or useless by reason of damage
sustained as the result of the aforesaid flood conditions; (4) that
such spirits so rendered unmarketable or useless have been de-
stroyed; and (5) that claimant was not indemnified against such
loss by any valid claim of insurance or otherwise.

(b) Where credit js allowed for the internal-revenue tax pre-
viously paid aforesaid, the Commissioner of Internal Revenue i8
authorized and directed to provide for the issuance of stamps to
cover the spirits subsequently withdrawn to the extent of the credit
so allowed by the Commissioner of Internal Revenue and the
Commissioner of Customs.

(c) The Commissioner of Internal Revenue and the Commissioner
of Customs, with the approval of the Secretary, are authorized to
make such rules and regulations as may be necessary to carry out
the provisions of this act.

With the following committee amendments:

Page 2, line 18, after the word “paid”, insert the word “as.”

Line 22, after “Revenue”, strike out “and the Commissioner of
Customs.”

Line 23, after “Revenue”, strike out “and the Commissioner of
Customs.”

The committee amendments were agreed to.

The bill was ordered to be engrossed and read a third time,
was read the third time, and passed, and a motion to recon-
sider was laid on the table.

Mr. BOEHNE. Mr. Speaker, I ask unanimous consent that
the title of the bill just passed may be changed so that the
word “of” may read *“or.”

The SPEAKER. Is there objection to the request of the
gentleman from Indiana?

There was no objection.
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REFUND OF INTERNAL-REVENUE TAXES

The bill (H. R. 1648), to provide for the refund or
credit of the internal-revemue tax paid on spirits lost or
rendered unmarketable by reason of the floods of 1936 and
1937 where such spirits were in possession of the original
taxpayer or rectifier for bottling or use in rectification, under
Government supervision, as provided by law and regulations,
was announced as next in order.

Mr. BARKLEY. Mr. President, the bill just reached on the
calendar is a House bill which was called day before yester-
day, and the Scnator from Wisconsin [Mr. LA FOLLETTE]
asked that it go over. The Senator from Wisconsin is in a
meeting of the Committee on Appropriations, and I will not
ask that the bill be acted on at this time. However, I wish
to say that it is a bill which should be passed. It authorizes
the refunding of the cost of stamps which were destroyed
and damaged in the Ohio River flood in 1936 and 1937 in
such a way as to make them nonusable, Certainly the Gov-
ernment ought not to collect a tax on distilled spirits, and,
after the tax has been collected and stamps representing the
tax have been destroyed, insist that the owner of the dis-
tilled spirits buy new stamps before the liquor can be placed
on the market. I do not know what the objection to the
measure could be, but I will not ask that it be considered
now. However, I hope we can take it up on its merits be-
fore we adjourn, and take some action on it.

Mr. VANDENBERG. Mr. President, I wish to give notice
that when the Senate takes up House bill 1648, to which
the able Senator from Kentucky has referred, I intend to
offer an amendment, which I will submit now and ask to lie
on the table. I will state briefly the purpose of the amend-
ment,

Mr. President, this is the only revenue bill I can find on
the calendar to which I can attach a revenue amendment.
The amendment has the simple and sole purpose of taking
out of the deadlock in conference on the social-security bill
that section which freezes the pay-roll taxes, and prevents
an increase of 50 percent next January in the pay-roll taxes
on employers and employees under title II of the Social
Security Act.

There is no disagreement at all between the House and
the Senate on that particular provision. There is a uni-
versal feeling all over the country that such action should
be taken. If it is not, a very serious situation will result in
respect to the tax burden resting particularly upon smaller
business in this country.

If the deadlock on the bill making amendments to the
Social Security Act continues, and it goes over to the next
session, that will be too late to cure this particular situation
and to prevent the increase in the pay-roll taxes. There-
fore I wish to take advantage of this revenue bill in order
to offer an amendment reenacting simply that portion of
the Social Security amendments, now deadlocked in con-
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ference, dealing with the freezing of the pay-roll taxes next
January.

I submit the amendment, and ask that it lie on the table,
so that it can be considered when Calendar No. 1026 (House
bill 1648) is taken up.

Mr. BARKLEY. Mr. President, I wish to say in that con-
nection that I very sincerely and earnestly hope that the
conference on the social-security amendments, which is
now in session, will be able to arrive at an agreement before
this session of Congress shall adjourn.

It seems to me that there were so many valuable amend-
ments that were adopted by the House and adopted also by
the Senate that the conferees should and, I am sure, will make
every effort to come to a decision and agreement on the
social-security amendments.

Whether it would be wise to pick out one particular amend-
ment, referred to by the Senator from Michigan, and attach
that to the bill to which I have called attention is a subject
for further consideration; but I am expressing the very ear-
nest hope that every effort will be made by the conferees on
the part of the House and the Senate to come to a decision
with respect to the amendments. There are so many good
things in the social-security bill that it seems to me it would
be a pity for it to fail at this session because of a contest
over one or two controversial amendments. One of the
amendments to which we all assent is that having to do
with the freezing of the tax as it is now for the next 3 years.
I hope that not only that but the other amendments to the
law which have been brought forward will be agreed to in
the conference, so that we may adopt a comprehensive con-
ference report on the subject before final adjecurnment.

Mr. VANDENBERG. Mr. President, of course I completeiy
agree with the sentiments just expressed by the able majority
leader. I think it would be a calamity for the social-sccurity
amendments to lapse, even until the next session of Congress.
If the conferees agree, and the conference report comes in,
I shall have no further interest in pressing the amendment
I have now offered. It is solely in the anticipation that
perhaps the deadlock may persist that I am seeking to salvage
that one section of the social-security amendments, which
must have action prior to New Year’s, and prior to the time
when Congress will reassemble, if it is to be effective.

Mr, LUCAS. Mr. President, I have just come into the
Chamber. Is the Senator objecting to the consideration of
House bill 1648?

Mr. VANDENBERG. No; I am offering an amendment
to a revenue bill, so that we can take care of the pay-roll tax
problem in relation to the social-security amendments.

The PRESIDING OFFICER. The bill will be passed over.
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REFUND FOR INTERNAL REVENUE LOST OR DESTROYED STAMPS

Mr. BARKLEY. Mr. President, when the calendar was
called a few days ago, Calendar No. 1026, House bill 1648,
referring to the refund or credit for lost internal-revenue
stamps, went over at the suggestion of the Senator from
Wisconsin [Mr. La ForLerTtEl. I understand that it is now
entirely agreeable that the matter be taken up.

This is a bill authorizing the refunding or credit on stamps
for distilled liquor destroyed in the floods of 1936 and 1937,
I do not think there will be any opposition to the bill, and I
hope we may secure its passage.

The PRESIDING OFFICER. Is there objection to the
present consideration of the bill?

There being no objection, the Senate proceeded to consider
the bill (H. R. 1648) to provide for the refund or credit of the
internal-revenue tax paid on spirits lost or rendered unmar-
ketable by reason of the floods of 1936 and 1937 where such
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spirits were in possession of the original taxpayer or rectifier
for bottling or use in rectification, under Government super-
vision, as provided by law and regulations.

The bill is as follows:

Be it enacted, etc., That (a) the Commissioner of Internal Reve-
nue is authorized and directed to make refund, or in lieu thereof,
if he so elects, allow credit in the amount of the internal-revenue
tax paid on spirits previously withdrawn and lost or rendered
unmarketable or useless by reason of the floods of 1936 and 1937
while such spirits were in the possession of the person orlg_lnally
paying the said tax on such spirits, or while such spirits were in the
Possession of a rectifler for rectification or for bottling, or which
have been used In the process of rectification, under Government
supervision as provided by law and regulations. A claim for such
tax shall be filed with the Commissioner of Internal Revenue within
30 days from the effective date of this act in which proof shall
be furnished to his satisfaction that (1) the internal-revenue tax
on such spirits was fully paid; (2) that the same were in the pos-
session of the claimant as above set forth at the time of such loss;
(3) that such spirits were lost or rendered unmarketable or useless
by reason of damage sustained as the result of the aforesaid flood
conditions; (4) that such spirits £o rendered unmarketable or use-
less have been destroyed; and (5) that claimant was not indemni-
fled against such loss by any valid clatm of insurance or othierwise.

(b) Where credit is allowed for the internal-revenue tax pre-
viously paid as aforesaid, the Commissioner of Internal Revenue is
authorized and directed to provide for the issuance of stamps to
cover the spirits subsequently withdrawn to the extent of the credit
so allowed by the Cominissioner of Internal Revenue.

(¢) The Commisstoner of Internal Revenue, with the approval of
the Secretary, is authorized to make such rules and regulations as
may be necessary to carry out the provisions of this act.

Mr. AUSTIN. Mr. President, this morning I laid an
amendment on the table which I intended to propose to the
bill. It grew out of a discovery in the conference on the
social-security bill that an amendment which was accepted
to that bill, which I had offered, was unfortunately imited
in time, and I desire to offer the amendment to this revenue
bill, which would put the amendment accepted heretofore by
the Senate into effect for the whole period represented by
the hurricane damage.

Mr. BARKLEY. Mr. President, I may say to the Senator
that this is a House bill, and I should regret if any amend-
ment put on it now would defer action on the part of the
House. But I have been informed reliably that the House
will be willing to accept the amendment, and I am willing
to have it put into the bill.

Mr. AUSTIN. I thank the Senator from Kentucky.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from Vermont
which will be reported for the information of the Senate.

The LecISLATIVE CLERK. It is proposed to add the following
new section at the end of the bill:

SeEC. 2 No tax shall be collected under title VIII or IX of the
Social Security Act or under the Federal Insurance Contributions
Act or the Federal Unemployment Tax Act, with respect to services
rendered prior to January 1, 1940, tn the employ of the owner or
tenant of land, in salvaging timber on such land or clearing such
land of brush and other debris left by a hurricane; and any such
tax heretofcre collected (including penalty ard interest with respzct
thereto, if any), shall be refunded in accordance with the provi-
sions of law applicable in the case of erroneous or illegal collection
of the tax. No interest shall be allowed or paid on the amount of
any such refund. No payment shall be made under title I of the
Social Security Act with respect to such services rendered prior to
January 1, 1940.

The amendment was agreed to.

Mr. AUSTIN. Mr. President, before the bill is acted upon,
I call attention to an amendment intended to be proposed
by the Senator from Michigan [Mr. VaNDENEERG].

Mr. BARKLEY, I will say to the Senator from Vermont
that the Senator from Michigan authorized me to withdraw
that amendment, the matter having been taken care of in
the report of the conferees on the social-security bill.

The PRESIDING OFFICER. The question is on the
engrossment of the amendment and the third reading of
the bill.

The amendment was ordered to be engrossed and the
bill to be read a third time.

The bill was read the third time and passed.

Auqgusrt 4
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REFUND OR CREDIT OF INTERNAL REVENUE TAX PAID ON SPIRITS
LOST BY FLOODS OF 1936 AND 1937

Mr. DOUGHTON. Mr. Speaker, I ask unanimous consent
to take from the Speaker’s table the bill (H. R. 1648) to pro-
vide for the refund or credit of the internal-revenue tax paid
on spirits lost or rendered unmarketable by reason of the
floods of 1936 and 1937 where such spirits were in possession
of the original taxpayer or rectifier for bottling or use in
rectification under Government supervision as provided by
law and regulations, with a Senate amendment thereto and
agree to the Senate amendment.

The Clerk read the title of the bill.

The Clerk read the Senate amendment as follows:

Page 3, after linec 2, insert:

“Sec. 2. No tax shall be collected under title VIII or IX of the
Bocial Security Act or under the Federal Insurance Contributions
Act or the Federal Unemployment Tax Act, with respect to services
rendered prior to January 1, 1940, in the employ of the owner or
tenant of land, in salvaging timber on such land or clearing such
lJand of brush and other debris left by a hurricane; and any
such tax heretofore collected (including penalty and interest with
respect thereto, if any), shall be refunded in accordance with the
provisions of law applicable in the case of erroneous or illegal
collection of the tax. No interest shall be allowed or paid on the
amount of any such refund. No payment shall be made under title
II of the Social Security Act with respect to such services rendered
prior to January 1, 1940.”

The SPEAKER. Is there objection to the request of the
gentleman from North Carolina {Mr. DOUGHTON] ?

Mr. RICH. Mr. Speaker, reserving the right to object, is
this the same bill we passed the other day having to do with
spirits damaged in the recent floods?

Mr. DOUGHTON. That is right.

Mr. RICH. What is the idea of bringing it back today?

Mr. DOUGHTON. There is a Senate amendment and I
have asked to take the bill from the Speaker’s desk, with the
Senate amendment, and concur in the Senate amendment.

The SPEAKER. Is there objection to the request of the
gentleman from North Carolina [Mr, DoucHTON]?

‘There was no objection.

‘The Senate amendment was concurred in and a motion to
reconsider was laid on the table.

Avugust 5



Public--No. 400--76th Congress--August 11, 1939

AN ACT

To provide for the refund or ecredit of the internal-revenue tax paid on spirits
lost or rendered unmarketable by reason of the floods of 1936 and 1937 where
such spirits were in the possession of the original taxpayer or rectifier for bottling

or use in rectification under Government supervision as provided by law and
regulations.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) the Com-
missioner of Internal Revenue is authorized and directed to make
refund, or in lieu thereof, if he so elects, allow credit in the amount
of the internal-revenue tax paid on spirits previously withdrawn and
lgst or rendered unmarketable or useless by reason of the floods of
1936 and 1937 while such spirits were in the possession of the person
originally paying the said tax on such spirits, or while such spirits
were in the possession of a rectifier for rectification or for bottling,
or which have been used in the process of rectification, under Govern-
ment supervision as provided by law and regulations. A claim for
such tax shall be filed with the Commissioner of Internal Revenue
within thirty days from the effective date of this Act in which proof
shall be furnished to his satisfaction that (1) the internal-revenue
tax on such spirits was fully paid; (2) that the same were in the
possession of the claimant as above set forth at the time of such loss;
(3) that such spirits were lost or rendered unmarketable or useless by
reason of damage sustained as the result of the aforesaid flood condi-
tions; (4) that such spirits so rendered unmarketable or useless have
been destroyed; and (5) that claimant was not indemnified against
such loss by any valid claim of insurance or otherwise.

(b) Where credit is allowed for the internal-revenue tax pre-
viously paid as aforesaid, the Commissioner of Internal Revenue is
authorized and directed to provide for the issuance of stamps to
cover the sgirlts subsequently withdrawn to the extent of the credit
so allowed by the Commissioner of Internal Revenue.

(¢) The Commissioner of Internal Revenue, with the approval of
the Secretary, is authorized to make such rules and regulations
as may be necessary to carry out the provisions of this Act.
~ Sec. 2. No tax shall be collected under title VIII or IX of the
Social Security Act or under the Federal Insurance Contributions
Act or the Federal Unemployment Tax Act, with respect to services
rendered prior to January 1, 1940, in the employ of the owner or
tenant bf land, in salvaging timber on such land or clearing such
land of brush and other debris left by a hurricane; and any such
tax heretofore collected (including penalty and interest with respect
thereto, if any), shall be refunded in accordance with the provisions
of law applicable in the case of erroneous or illegal collection of the
tax. No interest shall be allowed or paid on the amount of any
such refund. No payment shall be made under title IT of the Social
Seggﬂ)ty Act with respect to such services rendered prior to January
1, .

Approved, August 11, 1939.
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MORE UNIFORM COVERAGE WITH RESPECT TO FEDERAL
INSURANCE BENEFITS FOR CERTAIN PERSONS EM-
PLOYED IN COAL-MINING OPERATIONS

Junn 11, 1940,—Committed to the Committee of the Whole House on the state
of the Union and ordered to be printed

Mr Crosskg, from the Committee on Interstate and Foreign Com-
merce, submitted the following

REPORT

(To accompany H. R. 8855}

The Committee on Interstate and Foreign Commerce, to whom was
referred the bill (H. R. 9955) to provide for the more uniform coverage
of certain persons employed in coal-mining operations with respect to
insurance geneﬁts provided for by certain Federal acts, and for other
purposes, having considered the same, report favorably thereon with
amendments and recommend that the bill, as amended, do pass.

The amendments are as follows:

Page 2, line 7, strike out ‘paragraph *“First” of’ and insert ‘paragraph
First of’.

Page 2, line 21, strike out ‘paragraph “Fifth” of' and insert ‘para-
graph Fifth of’.

Page 3, line 8, strike out ‘‘Act approved” and insert “Act, approved”.

Page 3, line 19, strike out *‘to the part” and insert “to part”.

Page 3, line 22, strike out ‘‘Act, as’’ and insert “Act as”’.

Amend the title so as to read:

A bill to provide for more uniform coverage of certain persons employed in

coal-mining operations with respect to insurance benefits provided for. by certain
Federal acts, and for other purposes.

The bill has the approval of the Railroad Retirement Board, as will
appear by the following letter:

RAILROAD RETIREMENT BoARD,

Washington, May 16, 1940.
The Honorable CLARENCE F. LEa,
Chairman, Commillee on Interstate and Foreign Commerce,
House of Represenlatives, Washington, D. C.
Deag Str: I enclose a draft of a joint resolution to provide for more uniform
coverage of certain persons employed in coal-mining operations with respect to
insurance benefits provided for by certain Federal acts, and for other purposes.
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The Board reecommends that this joint resolution be adopted in the current
scssion of the Congress. The draft has been cleared with the Federal Sccurity
Administrator and the Treasury Departinent, and we are advised by the Burcau
of the Budget that it is in accord with the program of the President.

As the first recital clause indicates, certain carriers by railroad own and operate
coal mines dircetly with their own employees. In addition, another and larger
group of carricrs have wholly owned subsidiarics engaged in mining coal for the
purpose of servicing railroad operations through supplying locomotive fuel for
the railroad system of the parent carricr. After investigation of these activitics,
the Board’s general counsel advised that, in his opinion, thesc activities con-
stituted the performance of a service in connection with transportation of persons
and property by railroad and that, consequently, these companies were employers,
as the term “cmployer’” is defined in the Railroad Retirement Acts and the
Railroad Unemployment Insurance Act, as companics “owned or controlled by
one or more such carriers or under conmon control therewith, and which operates
any cquipment or facility or performs any service (exeept trucking service, casnal
service, and the casual operation of equipment or facilitics) in connection with
the transportation of passengers or(;)ropcrty by railroad.”

The companics affected disagreed and requested a hearing before the Board.
This request was granted, elaborate evidence was presented before an examiner,
and arguments were made before the Board. Upon consideration of the evidence
and arguments, the Board finds itsclf compelled by the statntory langnage quoted
above to conclude that these companies are legally subjeet to the Railroad Retire-
ment Acts and the Railroad Unemployment Insurance Act. This eircumstance
is indicated in the sccond recital clause. The formal opinion of the Board has not
been relcased but will be forwarded to the committce upon its release. The
Board, however, as well as railroad employers, railroad employeces, the mine work-
ers, the Federal Security Administrator, and State Unemployment Compensa-
tion Administrations, belicves that as a matter of policy such coal-mining activi-
ties, whether conducted directly by carriers or by subsidiarics of carriers, should,
for pu?oscs of a social insurance program and for purposes of labor relations, be
covered by the system of laws applicable to coal mining generally rather than the
system of laws applicable to the railroad industry.

The enclosed draft of a joint resolution is designed to cffectuate that policy with
results approaching as nearly as practicable the situation which would have ex-
isted had that been the expressed policy throughout the period that the system
of laws involved were enacted.

Very truly yours,

Murgray W. LATIMER.
GENERAL STATEMENT

The substance of this bill, in the form of a draft joint resolution
containing recital clauses stating the background of the proposal,
was transmitted to the chairman of the committce by letter olJ May 186,
1940, from the chairman of the Railroad Retirement Board with the
reccommendation that it be enacted. The draft of the bill in form of a
joint resolution was cleared with the Federal Security Administrator
and the Treasury Department, and the Burecau of the Budget advised
that it was in accord with the program of the President.

For the purpose of suppl' ng themselves with fuel a number of the
railronds of the country, cither directly. or through subsidiaries, con-
duct coal-mininE operations. It is agreed by the employers and
employces and by the several Federal administrative agencies con-
cerned that for the purposes of social insurance and labor legislation
these operations should be covered, not within the -system applicable
to the railroad industry, but rather by the old-age and survivors
insurance system of the Social Security Act, by State unemployment
compensation laws, and by the National Labor Relations Act.

The bill contains in section 6 an: express provision that it shall not
affect the coverage of companies or persons other than those spe-
tifically referred to.
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Your committee changed the form of the resolution to a bill, and
accordingly eliminated the recital clauses which, for purposes of
clarifying the purpose and background of the bill, are quoted here:

Whereas certain coal-mining operations are conducted by carriers b{ railroad
subject to the Railroad Retirement Act of 1937, Carricrs Taxing Act of 1937,
subchapter B of chapter 9 of the Internal Revenue Code, the Railroad Unem-
Eloyment Insurance Act, the Railroad Retircment Act of 1933, and the Railway

abor Act; and

Whereas the Railroad Retirement Board has ruled that certain coal-mining
companics are subject to the Railroad Retirement Act of 1935, the Railroad
Retircinent Act of 1937, and the Railroad Unemployment Insurance Act, on
findings that such companies are owned and controlled by carriers by railroad

tfmc{ eng&lged in the mining and supplying of coal to such carriers for locomotive
ucl; an

Whercas the several groups affectcd recoinmend that no coal-mining activities
be covered by such acts and it is dcemed expedicnt to act in accordance with such
recommendation, and, by the cnactment of specific provisions of law, to change
or fix the status of coal-mining operations with respect to such acts; and

Whereas it is the intention of the Congress that this joint resolution shall not
prejudice or affect in any manncr the inclusion or cxelusion from any of the ahove
acts of any carricr, company, or individual other than those herein specifically
mentioned and provided for; and .

Whereas it is the intention of Congress that the Social Security Act, as amended,
subchapters A and C of chapter 9 of the Internal Revenue Code, State unemploy-
ment compensation laws, and the National Labor Relations Act, shall be appli-
cable to activitics declared to he excluded from the laws mentioned in the first
clause of this preamble, to the sam: ¢xtent as if none of the laws mentioned jn
such clause had ever been enacted.

The bill is made retroactive to the respective dates of enactment of
the acts affected, except that it would not disturb pensions already
Fruntcd or certain accrued unemployment-compensation rights. Tax
1abilities would be cquitably adjusted, and credit granted for unem-
ployment-compensation contributions which would become payable
to a State by reason of the enactment of this bill,

EXPLANATION OF THE BILL

Sections 1 and 2: These scctions amend retroactively the definition
of “employer” in the Railroad Retirement Act of 1937, the Carriers
Taxing Act, subchapter B of chapter 9 of the Internal Revenue Code,
and the Railroad Unemployment Insurance Act, and the correspond-
ing definition of ““carrier” in the Railroad Retirement Act of 1935
and the Railway Labor Act, to give effect to the agreement that coal-
mining subsidiaries should not be embraced within the coverage of any
of these acts.

Scction 3: This section amends retroactively the definition of ““em-
ployee”’ in each of the above acts so as to exclude from that term a
worker engaged in coal-mining operations. This section is necessary
in order to exclude the miners in mines operated directly by carriers.

Section 4: Subsection (a) of this section makes it clear that the
Social Security Act (in its original form and as ammended) and sub-
chapters A and C of chapter 9 of the Internal Revenue Code ure to bo
construed in accordance with the amendments effected by the bill, and
that the coverage excluded from the railroad acts is to be picked up
n the social-security system,

Section 4 (b) provides that the bill shall not operate to authorize
refund of, or relief from liability for, taxes under the Carriers Taxing
Act of 1937 or the corresponding provisions of the Internal Revenue
Code (subchapter B of chapter 9% paid or accrued prior to the date of
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enactment of the bill with respact to service performed in the employ
of a carrier by railroad subject to part I of the Interstate Commerce
Act. However, such taxes paid to a collector of internal revenue with
respect to services excluded by the bill from coverage under the
Carriers Taxing Act of 1937 and subchapter B of chapter 9 of the
Internal Revenue Code may be creaited against tax accrued or accru-
ing, by reason of the amendments contained in the bill, under. title
VIII of the Social Security Act and the corresponding provisions of
the Internal Revenue Code (subchapter A of chapter 9).

Subsection (c) of section 4 provides that nothing in the bill shall
operate (1) to affect any annuity, pension, or death benefit granted
under the railroad retirement acts of 1935 or 1937 prior to the enact-
ment of the bill into law or (2) to include any of the services on the
basis of which any such annuity or pension was granted, as employ-
ment within the meaning of section 210 (b) of the Social Security
Act as originally enacted, or section 209 (b) of such act as amended
b{lthe Social Security Act Amendments of 1939 and other provisions
of law.

Under this provision annuities, pensions, or death benefits granted
under the Railroad Retirement Acts prior to the date of enactinent
of this bill are not to be disturbed, and the services on the basis of
which any annuity or pension was granted arc not to be treated
as employment within the meaning of section 210 (b) of the Social
Security Act or section 209 (b) of that act, as amended.

Although the bill does not affect any death benefit granted under
the Railroad Retirement Acts prior to the bill’s enactment, it permits
basing of Social Sccurity benefits on the same services which were the
basis for payment of the death benefit. In order, however, to cffect
a proper balance between the wages paid for the services on the basis
of which the death benefit was granted and the total of Federal benefit
anments based on such services, it is provided that, if any insurance

enefit or benelits become payable under the Social Security Act as
amended, on the basis of the services with respect to which the death
bencfit was granted under the Retirement Acts, the total amount of
the death benefit will be deducted from such Social Security benefits.
Thus, the death benefit is treated in the same manner as & lump-sum
payment under section 204 of the Social Security Act in effect prior
to January 1, 1940.

Subsection (d) of section 4 operates to save benefit rights under the
Railroad Unemployment Insurance Act for unemployment occurring
prior to the effective date of this bill, but benefit rights under that
act for unemployment after the effective date of the bill will be cut
off where such is the necessary effect of other provisions, particularly
the retroactive provisions, of the bill.

Section 5: This section provides that any application for payment
under the railroad rotiroment acts filed with the Railroad Retiremont
Board prior to, or within 60 days after, the enactment of this bill,
shall, under such regulations as the Social Security Board may

rescribe, be decmed to be an application filed with the Social Security

oard by such individual or by any person claiming any payment
with respect to the wages of such individual, under any provision of
section 202 of the Social Security Act as amended.

A number of wage earners and survivors of wage earners have filed
applications with the Railroad Retirement Board in the belief that



UNIFORM COVERAGHR OF FEDRERAL INSURANCH DENKFITS 5

their services were rendered in an employment covered by the Rail-
road Retiroment Acts, and have not filed an application with the
Social Security Board. The result may be a loss to the wage earner
of one or more of the monthly benefit payments which he might
otherwise have received under the Social Security Act. This is due
to the provision of the Social Security Act, as amended, to the effect
that a wage earner’s benefits may not begin until he has filed his
a})plication with the Social Security Board. In the case, therefore,
of those wage earners who filed applications with the Railroad Retire-
ment Board after attaining age 65 and after meeting the other condi-
tions of eligibility under the Social Security Act, a number of months’
benefits may be lost if such applications are not treated as having
been filed with the Social Security Board.

Similarly, the wife, widow, child, or parent of the wage earner
who may be entitled to no payment under the Railroad Retirement
Acts and may have filed no application with the Railroad Retirement
Board, may be deprived of one or more monthly benefit payments
under the Social Sccurity Act if the wage earner’s application. with
the Railroad Retirement Board is not treated as an application for
social security benefits on behalf of his wife, widow, child, or parent.

Section 6: This section emphasizes the purpose of the bill, as set
forth in the general statement of the report, that nothing contained
in the bill, nor the action of Congress in adopting it, shall be taken
or considered as affecting the question of what carriers, companies, or
individuals other than those specifically provided for in the bill, are
igxcluhde(ll) iﬁr excluded from the provisions of the various laws affected

the .
ySection 7 of the bill contains provisions which are designed to relieve
taxpayers made subject by the provisions of the bill to the tax under
subchapter C of chapter 9 of the Internal Revenue Code for the
calendar year 1939 from hardships which otherwise would result from
their inability to pay the tax (as well as State contributions) on or
before January 31, 1940, the due date of the tax for such calendar year.

Subsection (a) of this section provides for relief from the imposition
of interest during the period February 1, 1940, to the eighty-ninth
day after the date of enactment of the zill by reason of delinquency in
the payment of the Federal unemployment tax with respect to services
affected by the bill. This relief is granted, however, only if contribu-
tions under the Railroad Unemployment Insurance Act with respect
to such services have been paid to the Railroad Retirement Board
prior to the date of enactment of the bill.

Subsection (b) of this section provides for the allowance under cer-
tain conditions of the full 90-percent credit against the Federal unem-
ployment tax for contributions (i)nid to State unemployment funds
with respect to services affected by the bill. In order that such
credit may be allowed, State contributions with respect to such
services must be paid into the State fund before the ninetieth day after
the date of ‘enactment of the bill. Also Railroad Unemployment
Insurance Act.contributions with respect to such services must have
been paid to: the Railroad Retirement Board prior to such date of
enactment. -In alkother respects the conditions of the allowance of
credit contained’ in soction 1601 (a) of the Internal Revenuo Code are
applicable,
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CHANGES IN EXISTING LAW

In compliance with paragraph 2a of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill
are shown as follows (new matter is printed in italics; existing law in
which no change is proposed is shown in roman):

Section 1 (a) of the Railroad Retirement Act of 1937:

Secrion 1. For the purposes of this Act—

(a) The term “employer” means any carrier (as defined in subsection (m) of
this section), and any company which is direetly or indirectly owned or controlled
by one or morc such carriers or under common control thercwith, and which
opcrates any equipment or facility or performs any service (except trucking service,
casual service, and the casual operation -of equipment or facilities) in connection
with the transportation of passengers or property by railroad, or the receipt,
delivery, elevation, transfer in transit, refrigeration or icing, storage, or handling
of property transported by railroad, and any recciver, trustee, or other individual
or body, judicial or otherwise, when in the possession of the property or operating
all or any part of the business of any such cmployer: Provided, however, That the
term ‘“cmployer’’ shall not include any street, interurban, or suburban eleetric
railway, unless suel railway is operating as a part of a general steam-railroad
system of transportation, but shall not exclude any part of the gencral steam-
railroad system of transportation now or hercafter operated by any other motive
power. The Interstate Commerce Commission is hercby authorized and directed
upon request of the Board, or upon complaint of any party interested, to determine
after hearing whether any line operated by eleetric power falls within the terms
of this proviso. The term "“employer” shall also include railroad associations,
traffic associations, tariff bureaus, demurrage burecaus, weighing and inspeetion
burcaus, collection agencics and other associations, burcaus, agencies, or organi-
zations controlled and maintained wholly or prineipally by two or more employets
as licreinhefore defined and engaged in the performance of services in connection
with or incidental to railroad transportation; and railway labor organizations,
national in scope, which have been or may be organized in accordance with the

rovisions of the Railway Labor Act, as amended, and their State and National
egislative committecs and their general committees and their insurance depart-
ments and their loeal lodges and divisions, established pursuant to the constitution
and bylaws of such organizations. The term “employer’” shall not snclude any
company by reason of its being engaged in the mining of coal, the supplying of coal
to an employer where delivery is not beyond the mine tipple, and tfe operalion of
equipment or facilities therefor, or in any of such activities.
» * . . . . .

Section 1 (a) of the Carriers Taxing Act of 1937:

SecTioN 1. That as used in this Act—

(a) The term “employer’’ means any carrier (as defined in subsection () of this
scction), and any company which is directly or indircetly owned or controlled
by one or more such carriers or under common control therewith, and which
operates any equipment or facility or perforins any scrviee (exeept trucking
rervice, casual serviee, and the casual operation of equipment or facilitics) in
conncction with the transportation of passengers or property by railroad, or the
reccipt, delivery, elevation, transfer in transit, refrigeration or icing, storage, or
handling of property transported by railroad, and any receiver, trustee, or other
individual or body, judicial or otherwise, when in the possession of the property
or opcrating all or any part of the business of any such employer: Provided, how-
ever, That the term ‘“‘employer” shall not include any street, Klterurban, or sub-
urban clectric railway, unless such railway is operating as a part of a genera)
steam-railroad systemn of transportation, but shall not cxclude any part of the
gencral stcam-railroad system of transportation now or hereafter opcrated by
any other motive power. The Interstate Commerce Commission is hereby
authorized and directed upon request of the Commissioner of Internal Revenise,
or upon complaint of any party interested, to determine after hearing whether
any line operated by clectric power falls within the terms of this proviso. The
term ‘“employer” shall alse include railroad associations, traffic associations,
tariff bureaus, demurrage burcaus, weighing and inspection bureaus, collection
agencies and other associations, bureaus, agencies, or organizations controlled
and maintained wholly or principally by two or more employers as hereinbefore
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defined and engaged in the performance of services in connection with or incidental
to railroad transportation; and railway labor organizations, national in scope,
which have been or may be organized In accordance with tfle provisions of the
Railway Labor Act, as amended, and their State and National legislative com-
mittces and their general committees and their insurance dcpartments and their
local lodges and divisions, established pursuant to the constitution and bylaws of
such organizations. The term “‘employer” shall not include any compan? by
reason oF 1t being engaged sn the mining of coal, the supplying of coal to an employer
where delivery t8 not beyond the mine tipple, and the operalion of equipment or
Jacilities therefor, or in any of such aclivities.

[ ] [ ] ] [ ] . L] ®

Section 1532 (a) of the Internal Revenue Code:

8Ec. 1532. DEFINITIONS.—As usgd in this subchapter—

(a) EmMpLoYER.—The term ‘‘employer” mcans any carrier (as defined in sub-
section (h) of this section), and any company which is directly or indircetly
owned or controlled by one or more such carriers or under common control
therewith, and which operates any equipment, or facilit?' or perforins any scrvice
(except trucking service, casual service, and the casual operation of equipment
or facilities) in connection with the transportation of passengers or property by
railroad, or the receipt, delivery, elevation, transfer in transit, refrigeration oricing,
storage, or handling of Yropcrty transported by railroad, and any recciver,
trustce, or other individual or body, judicial or otherwise, when in the posscasion
of the property or operating all or any part of the business of any such employer:
Provided, however, That the term “employer’” shall not include any. strect, inter-
urban, or suburban electrie railway, unless such railway is operating as a part
of a gencral steamn-railroad system of transportation, but shall not exclude any
part of the gencral stcam-railroad system of transportation now or hercafter
operated by any other motive power. The Interstate Commerce Coinmission
is hereby authorized and direeted upon request of the Commissioner of Internal
Revenue, or upon complaint of any party interested, to deterinine after hearing
whether any line operated by electric power falls within the terms of this proviso.
The term ‘“‘employer’’ shall also include railroad associations, traffic associations,
tariff bureaus, demurrage burcaus, weighing and inspection hurcaus, collection
agencics, and other associations, bureaus, agencics, or organizations controlted
and maintained wholly or principally by two or more employers as hercinbefore
defined and engaged in the performance of services in connection with or incidental
to railroad transportation; and railway labor organizations, national in scope,
which have been or may be organized in accordance with the provisions of the
Railway Labor Act, as amended, and their Statc and National legislative coin-
mittees, and their general commitiees, and their insurance departinents, and their
local lodges and divisions, established pursuant to the constitution and bylaws
of such organizations. The term “‘employer” shall not include any company by
reason of its being engaged in the mining of coal, the supplying of coal to an empl'{)yer
u'! ere delivery is not beyond the mine tipple, and the operalion of equipment or facilities
therefor, or in any of such activities.

* . » » » . »

Section 1 (a) of the Railroad Unemployment Insurance Act:

S8eEcTion 1. For the purposes of this Act, except when used in amending the
provisions of other Acts—

(a) The term ‘“‘employer’” means any carrier (as defined in subsection (b) of
this scction), and any ecompany which is directly or indirectly owned or controlled
by one or more such carriers or under common control therewith, and which
operates any equipment or facility or performs any service (except trucking
service, casual service, and the casual operation of equipment or facilitics)"in
conncetion with the transportation of passengers or property by railroad, or the
reccipt, dclivery, clevation, transfer in transit, refrigeration or icing, storage,
or handling of property transported by railroad, and any recciver, trustee, or other
individual or body, judicial or otherwise, whon in the possession of the propert
or operating all or any part of the business of any such employer: Provided,
however, That the term “cmployer’’ shall not include any street, interrurban, or
suburban cleetric railway, unless such railway is os)crating as a part of a gencral
stcam-railroad system of transportation, but shall not exclude any part of the
general steam-railroad system of tranSé)ortation now or hercafter opcrated by any
other motive power. The Interstate Commerce Commission is hereby authorized
and dirccted upon request of the Board, or upon complaint of any party intercsted,
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to dctermine after hearing whether any line operated by electric power falls
within the terms of this proviso. The term “employer” shall also include rail-
road associations, traffic associations, tariff bureaus, demurrage bureaus, weighing
and inspection bureaus, collection agencies, and other associations, burcaus,
agencics, or organizations controlled and maintained wholly or principally by
two or more employers as hereinbefore defined and engaged in the performance of
services in connection with or incidental to railroad transportation; and railway
lahor organizations, national in scope, which have been or may be organized in
accordance with the provisions of the Railway Labor Act, and their State and
National legislative coinmittces and their general committees and their insurance
departinents and their local lodges and divisions, cstablished pursuant to the
constitution and bylaws of such organizations. The term “employer” shall not
tnclude any company by reason of its being engaged in the mining of coal, the supply-
tng of coal to an employer where delivery i3 not beyond the mine tipple, and the opera-
tion of equipment or facilities therefor, or in any of such activities.

* * * * * * *
Section 1 (a) of the Railroad Retirement Act of 1935, as amended:

SecTioN 1. For the purposes of this Aet—

(a) The term ‘‘carrier’” means any express company, sleeping-car company, or
carrier by railroad, subject to the Interstate Commerce Act, and any company
which may be directly or indirectly owned or controlled thereby or under common
control thercwith, and which operates any equipment or facilities or performs
any scrvice (other than trucking service) in conncction with the transportation of
passengers or property by railroad, or the receipt, delivery, elevation, transfer in
transit, refrigeration or icing, storage, or handling of property transported by
railroad, and any receiver, trustee, or other individual or body, judicial or other-
wise, when in the posscssion of and operating the business of any such “carrier’”:
Provided, however, That the termn ‘‘carrier’” shall not include any street, inter-
urban, or suburban clectric railway, unless such railway is operating as a part of
a general stcam-railroad systein of transportation, but shall not exclude any part
of the general steam-railroad system of transportation now or hereafter operated
by any other motive power. The Interstate Commerce Commission is hereby
authorized and directed upon request of the Board or upon complaint of any party
interested to determine after hearing whether any line operated by electrie power
falls within the terins of this proviso. The term “carrier” shall not include any
company by reason ol/ tt3 being engaged in the mining of coal, the supplying of coal
to a carrier where delivery is not beyond the mine tipple, and the operation of equip-
ment or facilities therefor, or in any of such activities.

* * * [ ] L ] L ] *

Paragraph First of section 1 of the Railway Labor Act, as amended:

Section 1. When uscd in this Act and for the purposes of this Act—

First. The term ‘‘carrier” includes any express company, sleeping-car eom-
pany, carricr by railroad, subject to the Interstate Commerce Act, and any
company which is directly or indirectly owned or eontrolled by or under eommon
control with any carricr f;y railroad and whieh operates any equipment or faeili-
tics or performs any service (other than trucking service) in connection with the
transportation, receipt, delivery, elevation, transfer in transit, refrigcration or
feing, storage, and handling of property transported by railroad, and any re-
cciver, trustee, or other individual or body, }'udicial or otherwise, when in the
Posscssion of the business of any such “carrier”: Provided, however, ‘I'hat the term
‘earrier’” shall not include any street, interurban, or suburban electrie railway
unless such railway is operating as a part of a general steam-railroad system of
transportation, but shall not exclude any part of the general stecam-railroad
aystem of transportation now or hereafter operated b{ any other moti\;z‘rower.

The Interstate Commeree Commission is hereby authorized and directed u
request of the Mediation Board or upon complaint of any party interested to
determine after hcaring whether any line operated by electric power falls within

the terms of this proviso. The term “carrier” shall not include any compan
reason of its being engaged in the mining of eoal, the amplm‘ng of coal to an employer
where delivery is not geycmd the mine tipple, and operation of equipment or
Jacilities therefor, or in any of such activities.
* [ ] B [ ] [ ] * ¢
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Section 1 (b) of the Railroad Retirement Act of 1937:

(b) The term *‘employee’’ means (1) any individual in the service of one or
more employers for compensation, (2) any individual who is in the employment
relation to one or more employers, and (3) an employee representative. The term
“employee’’ shall include an employee of a local lodge or division defined as
an employer in subsection (a) only if he was in the service of or in the employ-
ment relation to a carrier on or after the enactment date. The term *‘employee
representative’’ means any officer or official representative of a railway labor
organization other than a labor organization included in the term:'*employer’’ as
defined in section 1 (a) who before or after the enactment date was in the serv-
ice of an employer as defined in section 1 (a) and who is duly authorized and
designated to represent employees in accordance with the Railway Labor Act,
as amended, and any individual who is regularly assigned to or regularly em-
ployed by such officer or official representative in connection with the duties
of his office.

The term '"‘employee’’ shall not include any individual while such individual
is engagedinthe physical operations consisting of the mining of coal, the prep-
aration of coal, the handling (other than movement by rail with standard railroad
locomotives) of coal not beyond the mine tipple, or the loading of coal at
the tipple.

* ® * * * * *

Section 1 (b) of the Carriers Taxing Act of 1937:

(b) The term ‘‘employee’® means any person in the service of one or more
employers for compensation: Provided, however, That the term *‘employee’’ shall
include an employee of alocal lodge or division defined as an employer in sub-
section (a) only if he was in the service of or in the employment relation to a
carrier on or after August 29, 1935. An individual is in the employment relation
to a carrier if he is on furlough, subject to call for service within or outside the
United States and ready and willing to serve, or on leave of absence, or absent
on account of sickness or disability; all in accordance with the established
rules and: practices in effect on the carrier: Provided further, That an individual
shall not be deemed to have been on August 29, 1935, in the employment rela-
tion to a carrier not conducting the principal part of its business in the United
States unless during the last pay-roll period in which he rendered service to it
prior to said date, he rendered service to it in the United States.

The term ''employee’’ shall not include any individual while such individual
is engagedinthe physical operations consisting of the mining of coal, the prep-
aration of coal, the handling (other than movement by rail with standard railroad
locomp tives) of coal not beyond the mine tipple, or the loading of coal at
the tipple.

* * * * * * *

Section 1532 (b) of the Intemal Revenue Code:

(b) Employee.—The term “*employee’’means any person in the service of one
or more employers for compensation: Provided, however, That the term**employee*’
shall include an employee of a local lodge or division defined as an employer
in subsection (a) only if he was in the service of or in the employment relation
to a carrier on or after August 29, 1935. An individual is in the employment re-
lation to a carrier if he is on furlough, subject to call for service within or out-
side the United States and ready and willing to serve, or on leave of absence,
or absent on account of sickness or disability; all in accordance with the estab-
lished rules and practices in effect on the carrier: Provided further, That an
individual shall notbe deemed to have been on August 29, 1935, in the employ-
ment relation to a carrier not conducting the principal part of its business in
the United States unless during the last pay-roll period in which he rendered
service to it prior to said date, he rendered service to it in the United States.

The term *‘employee’ includes an officer of an employer.

The term '‘employee’’ shall not include any individual while such individual
is engagedinthe physical operations consisting of the mining of coal, the prep-
aration of coal, the handling (other than movement by rail with standard railroad
locomotives) of coal not beyond the mine tipple, or the loading of coal at
the tipple.

* * * * * * *
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Section 1 (d) of the Railroad Unemployment Insurance Act:

(d) The term ‘‘employee’’ (except when used in phrases establishing a dif-
ferent meaning) means any individual who is or had been (i) in the service of
one or more employers for compensation, or (ii) an employee representative.
The term ‘‘employee’’ shall include an employee of a local lodge or division
defined as an employer in section1(a)only if he was in the service of a carrier
on or after August 29, 1935. The term “‘employee’’ includes an officer ot
an employer.

The term ‘‘employee’’ shall not include any individual while such individual
is engagedinthe physical operations consisting of the mining of coal, the prep-
aration of coal, the handling (other than movement by rail with standard railroad
locomotives) of coal not beyond the mine tipple, or the loading of coal at
the tipple.

An individual is in the service of an employer whether his service is ren-
dered within or without the United States if he is subject to the continuing
authority of the employer to supervise and direct the manner of rendition of his
service, which service he renders for compensation: Provided, however, That
an individual shall be deemed to be in the service of an employer not conduct-
ing the principal part of its business in the United States only when he is
rendering service to it in the United States.

* * * * * * *

Section 1 (b) of the Railroad Retirement Act of 1935, as amended:

(b) The term ‘‘employee’® means any person (1) who shall be at the enact-
ment hereof or shall have been at any time after the enactment thereof in the
service of a carrier, or who shall be at the enactment hereof or shall have been
at any time after the enactment hereof in the employment relation to a carrier,
and (2) each officer or other official representative of an ‘‘employee organiza-
tion,” herein called *‘representative” who before or after the enactment hereof
has performed service for a carrier, who at the enactment hereof or at any time
after the enactment is or shall be duly designated and authorized to represent
employees in accordance with the Railway Labor Act, and who, during, or
immediately following employment by a carrier, is, shall be, or shall have been
engaged in such representative service in behalf of such employees.

The term “"employee’’ shall not include any individual while such individual
is engagedinthe physical operations consisting of the mining of coal, the prep-
aration of coal, the handling (other than movement by rail with standard railroad
locomo tives) of coal not beyond the mine tipple, or the loading of coal at
the tipple.

* * * * * * *

Paragraph Fifth of section 1 of the Railway Labor Act,as amended:

Fifth. The term ‘‘employee’’ as used herein includes every person in the
service of a carrier (subject to its continuing authority to supervise and direct
the manner of rendition of his service) who performs any work defined as that
of an employee or subordinate official in the orders of the Interstate Commerce
Commission now in effect, and as the same may be amended or interpreted by
orders hereafter entered by the Commission pursuant to the authority which is
hereby conferred upon it to enter ordets amending or interpreting such existing
orders: Provided, however, That no occupational classification made by order
of the Interstate Commerce Commission shall be construed to define the crafts
according to which railway employees may be organized by their voluntary
action, nor shall the jurisdiction or powers of such employee organizations be
regarded as in any way limited or defined by the provisions of this Act or by
the orders of the Commission.

The term ‘‘employee’’ shall not include any individual while such individual
is engagedinthe physical operations consisting of the mining of coal, the prep-
aration of coal, the handling (other than movement by rail with standard railroad
locom tives) of coal not beyond the mine tipple, or the loading of coal at
the tipple.

)
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A BILL

To provide for the more uniform coverage of certain persons
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employed in coal-mining operations with respeet to insur-
ance benefits provided for by certain Federal Aects, and for
other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of dmerica in Congress assembled,
That section 1 (a) of the Railroad Retirement Act of 1937,
section 1 (a) of the Carriers Taxing Act of 1937, section
1532 (a) of the Internal Revenue Code, and section
1 (a) of the Railroad Unemployment Insurance Act are
amended, effective in the case of each such Act as of the

date of its enactment, by adding at the end of each such
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section the following new sentence: “The term ‘employer’
shall not include any company by rcason of its being en-
gaged in the mining of coal, the supplying of coal to an
employer where delivery is not beyond the mine tipple,
and the operation of cquipment or facilities therefor, or
in any of such activities.”

Skc. 2. Section 1 (a) of the Railroad Retirement Act
of 1935 and paragraph “THst™ Furst of section 1 of the
Railway Labor Act, as amended, are amended, effective in
the case of each such Act as of the date of its enactment, by
adding at the end of cach such section and paragraph the
following new sentence: ‘The term ‘carrier’ shall not include
any company by reason of its being engaged in the mining
of coal, the supplying of coal to a carrier where delivery
is not beyond the mine tipple, and the operation of equip-
ment or facilities therefor, or in any of such activities.”

SEc. 3. Section 1 (b) of the Railroad Retirement Act
of 1937, section 1 (b) of the Carriers Taxing Act of 1937,
section 1532 (b) of the Internal Revenue Code, the first
paragraph of section 1 (d) of the Railroad Unemployment
Insurance Act, section 1 (b) of the Railroad Retirement Act
1935, and paragraph “FHth” Fifth of section 1 of the
Railway Labor Aect, as amended, are amended, in the case

of each such Act as of the date of its enactment, by adding
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at the end of each such section and paragraph the following
new paragraph:
“The term ‘employee’ shall not include any indi-
vidual while such individual is engaged in the physical
operativons consisting of the mining of coal, the prepara-
tion of coal, the handling (other than movement by rail
with standard railroad locomotives) of coal not beyond
the mine tipple, or the loading of coal at the tipple.”
Sec. 4. (a) The laws hereby expressly amended, the
Social Security Aet Act, approved August 14, 1935, and all
amendments thereto, shall operate as if each amendment
herein contained had been enacted as a part of the law it
amends, at the time of the original en@ctment of such law.

(b) No person (as defined in the Carriers Taxing Act
of 1937) shall be entitled, by reason of the provisions of
this Act, to a refund of, or relief from liability for, any
income or excise taxes paid or accrued, pursuant to the pro-
visions of the Carriers Taxing Act of 1937 or subchapter B
of chapter 9 of the Internal Revenue Code, prior to the date
of the enactment of this Act by reason of employment in the
service of any carrier by railroad subject to the part I of
the Interstate Commerce Act, but any individual who has
been employed in such service of any carrier by railroad

subject to part I of the Interstate Commerce Aet; Act as is
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excluded by the amendments made by this Act from coverage
under the Carriers Taxing Act of 1937 and subchapter B
of chapter 9 of the Internal Revenue Code, and who has
paid income taxes under the provisions of such Act or sub-
chapter, and any carrier by railroad subject to part I of the
Interstate Commerce Act which has paid excise taxes under
the provisions of the Carriers Taxing Act of 1937 or sub-
chapter B of chapter 9 of the Internal Revenue Code, may,
upon making proper application therefor to the Bureau of
Internal Revenue, have the amount of taxes so paid applied
in reduction of such tax liability with respect to employment,
as may, by reason of the amendments made by this Act,
accrue against them under the provisions of title VIII of
the Social Security Act or the Federal Insurance Contribu-
tions Act (subchapter A of chapter 9 of the Internal
Revenue Code).

(c) Nothing contained in this Act shall operate (1)
to affect any annuity, pension, or death benefit granted under
the Railroad Retirement Act of 1935 or the Railroad Retire-
ment Act of 1937, prior to the date of enactment of this
Act, or (2) to include any of the services on the basis of
which any such annuity or pension was granted, as employ-
ment within the meaning of section 210 (b) of the Social
Security Act or section 209 (b) of such Act, as amended.

In any case in which a death benefit alone has been granted,
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the amount of such death bencfit attributable to services,
coverage of which is affected by this Act, shall be decmed
to have been paid to the deceased under section 204 of the
Social Security Act in effect prior to January 1, 1940, and
deductions shall be made from any insurance benefit or
benefits payable under the Social Security Act, as amended,
with respect to wages paid to an individual for such services
until such deductions total the amount of such death benefit
attributable to such. services.

(d) Nothing contained in this Act shall operate to
affect the benefit rights of any individual under the Rail-
road Unemployment Insurance Act for any day of unem-
ployment (as defined in section 1 (k) of such Act) occur-
ing prior to the date of enactment of this Act.

SEC. 5. Any application for payment filed with the Rail- |
road Retirement Board prior to, or within sixty days after,
the enactment of this Act shall, under such regulations as the
Social Security Board may prescribe, be deemed to be an

application filed with the Social Security Board by such in-

“dividual or by any person claiming any payment with respect

to the wages of such individual, under any provision of
section 202 of the Social Security Act, as amended.

SEC. 6. Nothing contained in this Act, nor the action of
Congress in adopting it, shall be taken or considered as af-

fecting the question of what carriers, companies, or indi-
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viduals, other than those in this Act specifically provided
for, are included in or excluded from the provisions of the
various laws to which this Act is an amendment,

Sec. 7. (a) Notwithstanding the provisions of section
1605 (b) of the Internal Revenue Code, no interest shall,
during the period February 1, 1940, to the eighty-ninth day
after the date of enactment of this Act, inclusive, accrue by
reason of delinquency in the payment of the tax imposed by
section 1600 with respect to services affected by this Act
performed during the period July 1, 1939, to December 31,
1939, inclusive, with respect to which services amounts
have been paid as contributions under the Railroad Unem-
ployment Insurance Act prior to the date of enactment of
this Act.

(b) Notwithstanding the provisions of section 1601
(a) (8) of the Internal Revenue Code, the credit allow-
able under section 1601 (a) against the tax imposed by
section 1600 for the calendar year 1939 shall not be dis-
allowed or reduced by reason of the payment into a State
unemployment fund after January 31, 1940, of contribu-
tions with respect to services affected by this Act performed
during the period July 1, 1939, to December 31, 1939,
inclusive, with respect to which services amounts have been
pa,ia as contributions under the Railroad Unemployment

Insurance Act prior to the date of enactment of this Act:
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Provided, That this subsection shall be applicable only if
the contributions with respect to such services are paid
into the State unemployment fund before the ninetieth day
after the date of enactment of this Act.

Amend the title so as to read: “A bill to provide for
more uniform coverage of certain persons cmployed in coal-
mining operations with respect to insurance benefits provided
for by certain Federal Acts, and for other purposes.”
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A BILL

To provide for the more uniform coverage of
certain persons employed in coal-mining op-
erations with respect to insurance benefits
provided for by certain Federal Acts, and
for other purposes.
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Reported with amendments, committed to the Coms-
mittee of the Whole House on the state of the
Union, and ordered to be printed
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EXEMPTION OF CERTAIN COAL—MINING EMPLOYEES
FROM THE RAIL RETIREMENT, RAIL UNEMPLOY-
MENT, AND OTHER ACTS

June 8 (legislative day, May 28), 1940.—Ordered to be printed

Mr. WaeeLER (for himself and Mr. Scawartz), from the Committee
on Interstate Commerce, submitted the following

REPORT

[To accompany S. 4070]

The Committee on Interstate Commerce, to whom was referred the
bill (S. 4070) to provide for the more uniform coverage of certain per-
sons employed in coal-mining operations with respect to insurance
benefits provided for by certain Federal acts, and for other purposes,
having considered and amended the same, report thereon with a
recommendation that the bill do pass with the following amendments:

On page 2, section 2, line 7, delete quotation marks from word
“Fil‘St”. R

On page 2, section 2, line 10, insert the word ‘“‘each’’ between the
words “‘of” and “such”. T o

On page 2, section 3, line 21, delete upper case ‘P’ in the word
“Paragraph’ and substitute lower case “p”’. .

On page 3, section 4, line 20, insert a comma between the words
“Act’” and ‘‘but”. : B '

On page 3, section 4, line 21, delete the comma after the word
“service'’; delete the word ‘“‘or’” and substitute the word “of”’.
“AO?”page 3, section 4, line 23, delete the comma after the word

ct”, :

- On page 5, section 5, line 14, insert a comma between the words
“after’” and ‘‘the’’; delete the comma after the word “Act’’."

GENERAL STATEMENT

The substance of-this bill, in the form of a draft joint resolution
containing recital clauses stating the background of the proposal was
transmitted to the chairman of the committee by letter of May 16
1940, from the Chairman of the Railroad Retirement Board with the
recommendation that it be enacted. It was further stated that the
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draft had been cleared with the Federal Security Administrator and
th. Treasury Department and that the Board had been advised by
the Bureau of the Budget that it was in accord with the program of the
President. Judge R. V. Fletcher, on behalf of the Association of
American Railroads, recommended that the language of section 6 be
slightly revised. On the understanding that the Ratlroad Retirement
Board had no qbjection to this revision, and with the view that the
substance of the proposal was not changed thereby, the draft was
accordingly revised and the recital clauses eliminated before intro-
duction of the bill.

From the recital clauses contained in the draft of joint resolution
submitted and from the letter of transmittal of the Chairman of the
Railroad Retirement Board, the following circumstances appear:

Certain carriers by railroad own and operate coal mines directly
with their own employees. In addition, another and larger group of
carriers have wholly owned subsidiaries engaged in mining coal for the
purpose of servicing railroad operations through supplying locomotive
fuel for the railroad system of the parent carrier. After investigation
of these activities, the general counsel of the Railroad Retirement
Board advised that i his opinion these activities constituted the
performance of a service in connection with the transportation of
persons and property by railroad and that, consequently, these
companies were employers, as the term ‘‘employer’’ is defined in the
Railroad Retirement Acts and the Railroad Unemployment Insurance
Act, as companies—
owned or controlled by one or more such carriers or under common control there-
with, and which operates any equipment or facility or performs any service (except
trucking scrvice, casual service, and the casual operation of equipment or facilities)
in connection with the transportation of passengers or property by railroad.

The companies affected disagreed and requested a hearing before
the Board. This request was granted, elaborate evidence was pre-
sented before an examiner, and arguments were made before the
Board. Upon consideration of the evidence and argument, the Board
found itself compelled by the statutory language to conclude that
these companies are legally subject to the Railroad Retirement Acts
and the Railroad Unemployment Insurance Act. The opinion of
the Board with respect to the status of Union Pacific Coal Co.,
copy of which has been forwarded to the committee, shows that the
conclusion was dictated not by any feeling of the Board that such coal
mining operations ought, as a matter of policy, to be covered by the
acts administered by the Board, but rather by consistent application
of the interpretation of the acts promulgated in rulings that other
carrier affiliates engaged in such activities as manufacturing and
supplying equipment parts, furnishing water for locomotives, furnish-
ing auxiliary or substitute bus or water transportation, furnishing
dining facilities, treating ties, transmitting telegraphic communica-
tions, providing hospital and medical facilities, and providing main-
tenance of buildings, are employers subject to the acts. The Board,
as well as railroad employers, railroad employees, the mine workers,
the Federal Security Administrator and State unemployment com-
pensation administrations, believes that as a matter of policy such
coal-mining activities, whether conducted directly by carriers or by
subsidiaries of carriers, should for purposes of a social-insurance pro-
gram and for purposes of labor relations be covered by the system of
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laws applicable to coal mining generally rather than the system of
laws applicable to the railroad industry. The committee believes
such a policy to be sound and, accordingly, recommends the enact-
ment of S. 4070 so as to exclude coal-mining operations from the acts
covering the railroad industry without disturbing or prejudicing the
application of those acts to other railroad affiliates. . Section 6 of the
bill makes this purpose clear.

EXPLANATION OF THE BILL

Section 1 of the bill limits the term ‘‘employer’’ as used in section 1
(a) of the Railroad Retirement Act of 1937, section 1 (a) of the Car-
riers Taxing Act of 1937, section 1532 (a) of the Internal Revenue Code
and section 1 (a) of the Railroad Unemployment Insurance Act to
exclude carrier subsidiaries from coverage by reason of their being
engaged in the mining of coal, the supplying of coal to an employer
where delivery is not beyond the mine tipple, and the operation of
equipment or facilities therefor, or in any of such activities. Section
2 places the same limitation upon the term ‘“‘carrier’”’ as defined in
section 1 (a) of the Railroad Retirement Act of 1935 and paragraph
first of section 1 of the Railway Labor Act, as amended. Section 3
deals with those employees involved in coal mining carried on directly
by carriers. Such employees, while engaged in the physical opera-
tions consisting of the mining, preparation, or handling of coal not
beyond the mine tipple, or the loading of coal at the tipple, are
excluded from the term “employee’ as defined in section 1 (b) of the
Railroad Retirement. Act of 1937, section 1 (b) of the Carriers Taxing
Act of 1937, section 1532 (b) of the Internal Revenue Code, the first
paragraph of section 1 (d) of thé R?xilroad Unemployment Insurance
Act, section 1 (b) of the Railroad Retirement Act of 1935, and para-
graph fifth of section 1 of the Raillway Labor Act, as amended.

Section 4 of the bill makes the amendments provided in the first
three sections retroactive to the date of enactment of the respective
laws with the following exceptions:

Carriers and carrier employees who are excluded from the several
acts are not to be given refunds of, or relief from liability for, taxes
paid or accrued under the Carriers Taxing Act or subchapter B of
chapter 9 of the Internal Revenue Code prior to the date of enactment
of the present bill, but such taxpayers may have the amount of taxes
so paid applied in reduction of tax liability with respect to employ-
ment accruing by reason of the enactment of this bill under the provi-
sions of title VIII of the Social Security Act or the Federal Insurance
Contributions Act. Further, annuities, pensions, or death benefits
granted under the Railroad Retirement Acts prior to the date of enact-
ment of this bill are not to be disturbed and the services on the basis
of which any annuity or pension was granted is not to be treated as
employment within the meaning of section 210 (b) of the Social
Security Act or section 209 (b) of that act as amended, but in the
event that a death benefit alone has been granted the amount of the
death benefit attributable to services whose coverage is affected by
this bill is to be treated as though it had been a payment made under
section 204 of the Social Security Act as that act stood prior to January
1, 1940. Also, the benefit rights of any individual under the Railroad
Unemployment Insurance Act for any day of unemployment occurring
prior to the date of enactment of the bill are preserved.
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It is made clear that applications for payment filed with the Rail-
roga Retirement Board up to 60 days after the enactment of this bill
inay, subject to regulations prescribed by the Social Security Board,
be treated as applications under any provision of section 202 of the
Social Security Act, as amended. Finally, it is provided that the
retroactive accrual of taxes shall not operate to penalize taxpayers
who have been complying with the law and who effect timely com-
pliance with their changed obligations after the enactment of this bill.

O



Union Calendar No. 962

"6ra CONGRESS
sz H, R. 9955

[Report No. 2503]

IN THE HOUSE OF REPRESENTATIVES

May 29, 1940
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A BILL

To provide for the more uniform coverage of certain persons
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employed in coal-mining operations with respeet to insur-
ance benefits provided for by certain Federal Aects, and for
other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of dmerica in Congress assembled,
That section 1 (a) of the Railroad Retirement Act of 1937,
section 1 (a) of the Carriers Taxing Act of 1937, section
1532 (a) of the Internal Revenue Code, and section
1 (a) of the Railroad Unemployment Insurance Act are
amended, effective in the case of each such Act as of the

date of its enactment, by adding at the end of each such
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section the following new sentence: “The term ‘employer’
shall not include any company by rcason of its being en-
gaged in the mining of coal, the supplying of coal to an
employer where delivery is not beyond the mine tipple,
and the operation of cquipment or facilities therefor, or
in any of such activities.”

Skc. 2. Section 1 (a) of the Railroad Retirement Act
of 1935 and paragraph “THst™ Furst of section 1 of the
Railway Labor Act, as amended, are amended, effective in
the case of each such Act as of the date of its enactment, by
adding at the end of cach such section and paragraph the
following new sentence: ‘The term ‘carrier’ shall not include
any company by reason of its being engaged in the mining
of coal, the supplying of coal to a carrier where delivery
is not beyond the mine tipple, and the operation of equip-
ment or facilities therefor, or in any of such activities.”

SEc. 3. Section 1 (b) of the Railroad Retirement Act
of 1937, section 1 (b) of the Carriers Taxing Act of 1937,
section 1532 (b) of the Internal Revenue Code, the first
paragraph of section 1 (d) of the Railroad Unemployment
Insurance Act, section 1 (b) of the Railroad Retirement Act
1935, and paragraph “FHth” Fifth of section 1 of the
Railway Labor Aect, as amended, are amended, in the case

of each such Act as of the date of its enactment, by adding
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at the end of each such section and paragraph the following
new paragraph:
“The term ‘employee’ shall not include any indi-
vidual while such individual is engaged in the physical
operativons consisting of the mining of coal, the prepara-
tion of coal, the handling (other than movement by rail
with standard railroad locomotives) of coal not beyond
the mine tipple, or the loading of coal at the tipple.”
Sec. 4. (a) The laws hereby expressly amended, the
Social Security Aet Act, approved August 14, 1935, and all
amendments thereto, shall operate as if each amendment
herein contained had been enacted as a part of the law it
amends, at the time of the original en@ctment of such law.

(b) No person (as defined in the Carriers Taxing Act
of 1937) shall be entitled, by reason of the provisions of
this Act, to a refund of, or relief from liability for, any
income or excise taxes paid or accrued, pursuant to the pro-
visions of the Carriers Taxing Act of 1937 or subchapter B
of chapter 9 of the Internal Revenue Code, prior to the date
of the enactment of this Act by reason of employment in the
service of any carrier by railroad subject to the part I of
the Interstate Commerce Act, but any individual who has
been employed in such service of any carrier by railroad

subject to part I of the Interstate Commerce Aet; Act as is
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excluded by the amendments made by this Act from coverage
under the Carriers Taxing Act of 1937 and subchapter B
of chapter 9 of the Internal Revenue Code, and who has
paid income taxes under the provisions of such Act or sub-
chapter, and any carrier by railroad subject to part I of the
Interstate Commerce Act which has paid excise taxes under
the provisions of the Carriers Taxing Act of 1937 or sub-
chapter B of chapter 9 of the Internal Revenue Code, may,
upon making proper application therefor to the Bureau of
Internal Revenue, have the amount of taxes so paid applied
in reduction of such tax liability with respect to employment,
as may, by reason of the amendments made by this Act,
accrue against them under the provisions of title VIII of
the Social Security Act or the Federal Insurance Contribu-
tions Act (subchapter A of chapter 9 of the Internal
Revenue Code).

(c) Nothing contained in this Act shall operate (1)
to affect any annuity, pension, or death benefit granted under
the Railroad Retirement Act of 1935 or the Railroad Retire-
ment Act of 1937, prior to the date of enactment of this
Act, or (2) to include any of the services on the basis of
which any such annuity or pension was granted, as employ-
ment within the meaning of section 210 (b) of the Social
Security Act or section 209 (b) of such Act, as amended.

In any case in which a death benefit alone has been granted,
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the amount of such death bencfit attributable to services,
coverage of which is affected by this Act, shall be decmed
to have been paid to the deceased under section 204 of the
Social Security Act in effect prior to January 1, 1940, and
deductions shall be made from any insurance benefit or
benefits payable under the Social Security Act, as amended,
with respect to wages paid to an individual for such services
until such deductions total the amount of such death benefit
attributable to such. services.

(d) Nothing contained in this Act shall operate to
affect the benefit rights of any individual under the Rail-
road Unemployment Insurance Act for any day of unem-
ployment (as defined in section 1 (k) of such Act) occur-
ing prior to the date of enactment of this Act.

SEC. 5. Any application for payment filed with the Rail- |
road Retirement Board prior to, or within sixty days after,
the enactment of this Act shall, under such regulations as the
Social Security Board may prescribe, be deemed to be an

application filed with the Social Security Board by such in-

“dividual or by any person claiming any payment with respect

to the wages of such individual, under any provision of
section 202 of the Social Security Act, as amended.

SEC. 6. Nothing contained in this Act, nor the action of
Congress in adopting it, shall be taken or considered as af-

fecting the question of what carriers, companies, or indi-
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viduals, other than those in this Act specifically provided
for, are included in or excluded from the provisions of the
various laws to which this Act is an amendment,

Sec. 7. (a) Notwithstanding the provisions of section
1605 (b) of the Internal Revenue Code, no interest shall,
during the period February 1, 1940, to the eighty-ninth day
after the date of enactment of this Act, inclusive, accrue by
reason of delinquency in the payment of the tax imposed by
section 1600 with respect to services affected by this Act
performed during the period July 1, 1939, to December 31,
1939, inclusive, with respect to which services amounts
have been paid as contributions under the Railroad Unem-
ployment Insurance Act prior to the date of enactment of
this Act.

(b) Notwithstanding the provisions of section 1601
(a) (8) of the Internal Revenue Code, the credit allow-
able under section 1601 (a) against the tax imposed by
section 1600 for the calendar year 1939 shall not be dis-
allowed or reduced by reason of the payment into a State
unemployment fund after January 31, 1940, of contribu-
tions with respect to services affected by this Act performed
during the period July 1, 1939, to December 31, 1939,
inclusive, with respect to which services amounts have been
pa,ia as contributions under the Railroad Unemployment

Insurance Act prior to the date of enactment of this Act:



T I R

7
Provided, That this subsection shall be applicable only if
the contributions with respect to such services are paid
into the State unemployment fund before the ninetieth day
after the date of enactment of this Act.

Amend the title so as to read: “A bill to provide for
more uniform coverage of certain persons cmployed in coal-
mining operations with respect to insurance benefits provided
for by certain Federal Acts, and for other purposes.”
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A BILL

To provide for the more uniform coverage of
certain persons employed in coal-mining op-
erations with respect to insurance benefits
provided for by certain Federal Acts, and
for other purposes.

By Mr, Lea

May 29, 1940
Referred to the Committee on Interstate and Forelgn
Commerco
Junk 11, 1840

Reported with amendments, committed to the Coms-
mittee of the Whole House on the state of the
Union, and ordered to be printed
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INSURANCE BENEFITS FOR CERTAIN PERSONS ENGAGED IN COAL-
MINING OPERATIONS

Mr. WHEELER. Mr. President, I move that the Senate
proceed to the consideration of Senate bill 4070, Calendar
No. 1828.

Mr. DANAHER. Mr. President, I did not understand
from the reading clerk what happened to Calendar No. 2094,

ate Joint Resolution 286.
se'rI“he PRESIDENT pro tempore. That is the National
Guard bill, which, under the agreement, will come up on
Monday.

Mr. DANAHER. I thank the Chalr.

Mr. McNARY. Mr. President——

The PRESIDENT pro tempore., Does the Senator from
Montana yield to the Senator from Oregon?

Mr. WHEELER. I do.

Mr. McNARY. Has request been made to proceed to the
consideration of Senate bill 4070?

Mr. WHEELER. Yes.

Mr. ADAMS. There is a measure on the calendar which
was passed over and which should be considered.

Mr, WHEELER. Let me dispose of this bill, and then
I shall have no objection.

Mr. McNARY. May I ask the character of the proposed
legislation?

Mr. WHEELER. I think there is no opposition whatso-
ever to it.

Mr. McNARY. I am not myself indicating any opposi-
tion.

Mr. WHEELER. It has been held that captive mines
come under the Railroad Retirement Act. This bill merely
attempts to correct the interpretation which has been put
upon the law by the Retirement Board. The Board Is in
favor of the proposed legislation, the railroads, the mining
companies, and the railroad brotherhoods are all in favor
of it.

Mr. DAVIS. The miners are also in favor of it.

Mr. WHEELER. The miners are in favor of it; so every-
one interested is in favor of it.

Mr. McNARY. Did the committee favorably report the
bill?

Mr. WHEELER. Yes; the bill was unanimously reported
by the committee.

Mr. McNARY. I have no objection.

The PRESIDENT pro tempore. Is there objection to the
present consideration of the biil?

There being no objection, the Senate proceeded to consider
the bill (8. 4070) to provide for the more uniform coverage
of certain persons employed in coal-mining operations with
respect to insurance benefits provided for by certain Federal
acts, and for other purposes, which had been reported from
the Committee on Interstate Commerce with amendments,
in section 3, page 2, line 11, after the words “end of”, to insert
the word “each”; in section 3, page 2, line 22, before the word
“Fifth”, to strike out “Paragraph” and to insert “paragraph”;
in section 4, page 3, line 22, to insert a comma between
“Act” and “but”; in line 23, after the word “service”, to strike
out the comma and the word “or” and to insert the word
“of”; in section 5, page 5, line 17, after the word “after”,
insert a comma, and after the word “Act”, to strike out the
comma, 80 as to make the bill read:

Be it enacted, ete., That section 1 (a) of the Railroad Retirement
Act of 1037, section 1 (a) of the Carriers Taxing Act of 1037,
section 1632 (a) of the Internal Revenue Code, and section 1 (8)
of the Railroad Unemployment Insurance Act are amended, ef-
fective in the case of each such act as of the date of its enactment,
by adding at the end of each such section the following new
sentence: '“The term ‘employer’ shall not include any comFanY
by reason of its being engaged in the mining of coal, the supplying
of coal to an employer where delivery is not beyond the mine
tipple, and the operation of equipment or facilities therefor, or in
any of such activities.”

Sgc. 2. Section 1 (a) of the Railroad Retirement Act of 1838

and parsgraph First of section 1 of the Rallway Labor Act, a8
amended, are amended, effectivé in the case of each such act 88
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of the date of {ts enactment, by adding at the end of each such
section and paragraph the following new sentence: “The term
‘carrler’ shall not include any company by reason of its being
engaged in the mining of coal, the supplying of coal to a carrier
where delivery is not beyond the mine tipple, and the operation
of equipment or facilities therefor, or in any of such activities.”

Sec. 3. Sectlon 1 (b) of the Railroad Retirement Act of 1937,
section 1 (b) of the Carriers Taxing Act of 1937, section 1532 (b)
of the Internal Revenue Code, the first paragraph of section 1 (d)
of the Railroad Unemployment Insurance Act, section 1 (b) of
the Rallroad Retirement Act of 1935, and paragraph Fifth of
section 1 of the Rallway Labor Act, as amended, are amended, in
the case of each such act as of the date of its enactment, by adding
at the end of each such section and paragraph the following new
paragraph:

“The term ‘employee’ shall not include any individual while
such individual {s engaged in the physical operations consisting
of the mining of coal, the preparation of coal, the handling
(other than movement by rail with standard railroad locomotives)
ar c?al not beyond the mine tipple, or the loading of coal at the

pple.”

SEC. 4. (a) The laws hereby expressly amended, the Social Se-
curity Act, approved August 14, 1935, and all amendments thereto,
shall operate as if each amendment herein contained had been
enacted as a part of the law it amends, at the time of the orig-
inal enactment of such law.

tb) No person (as defined in the Carriers Taxing Act of 1937)
thail be entitled, by reason of the provisions of this act, to a
refund of, or rellief from llability for, any income or excise taxes
paid or accrued, pursuant to the provisions of the Carriers Taxing
Act of 1937 or subchapter B of chapter 8 of the Internal Revenue
Code, prior to the date of the enactment of this act by reason of

'employment in the service of any carrier by railroad subject to

part I of the Interstate Commerce Act, but any individual who
has been employed in such service of any carrier by railroad sub-
ject to part I of the Interstate Commerce Act, as is excluded by
the amendments made by this act from coverage under the Car-
riers Taxing Act of 1937 and subchapter B of chapter 9 of the
Internal Revenue Code, and who has pald income taxes under
the provisions of such act or subchapter, and any carrier by ralil-
road subject to part I of the Interstate Commerce Act which has
paid excise taxes under the provisions of the Carriers Taxing Act
of 1937 or subchapter B of chapter 9 of the Internal Revenue
Code may, upon making proper application therefor to the Bureau
of Internal Revenue, have the amount of taxes so pald applied in
reduction of such tax hability with respect to employment, as
may, by reason of the amendments made by this act, accrue
against them under the provisions of title VIII of the Social
Security Act or the Federal Insurance Contributions Act (sub-
chapter A of chapter 9 of the Internal Revenue Code).

(c) Nothing contained in this act shall operate (1) to aflect
any annuity, pension, or death benefit granted under the Rail-
road Retirement Act of 1935 or the Rallroad Retirement Act of
1937, prior to the date of enactment of this act, or (2) to include
any of the services on the basis of which any such annuity or
pension was granted, as employment within the meaning of sec-
tion 210 (b) of the Social Security Act or section 209 (b) of such
act, as amended. In any case in which a death benefit alone has
been granted, the amount of such death benefit attributable to
services, coverage of which is aflected by this act, shall be deemed
to have been paid to the deceased under section 204 of the Social
Szcurity Act in effect prior to January 1, 1940, and deductions
shall be made from any insurance beneflt or benefits payable
under the Social Security Act, as amended, with respect to wages
paid to an individual for such services until such deductions
total the amount of such death benefit attributable toc such
services.

(d) Nothing contained in this act shall operate to affect the
benefit rights of any individuat under the Railroad Unemployment
Insurance Act for any day of unemployment (as deflned in section
1 (k) of such act) occurring prior to the date of enactment of this
act,

Sec, 5. Any application for payment flled with the Rallroad
Retirement Board prior to, or within 60 days after, the enactment
cf this act, shall, under such regulations as the Soclal Security
Board may prescribe, be deemed to be an application flled with
the Social Security Board by such individual or by any person
claiming any payment with respect to the wages of such individual,
under any provision of section 202 of the Social Security Act, as
emended.

Sec. 6, Nothing contained in this act, nor the action of Con-
gress in adopting it. shall be taken or considered as affecting the
guestion of what carriers, companies, or individuals, other than
those in this act specifically provided for, are included in or ex-
cluded frcm the provisicns of the various laws to which this act
is an amendment,

Sec. 7. (a) Notwithstanding the provisions of section 1605 (b)
cf the Internal Revenue Code, no interest shall, during the period
February 1, 1940, to the eighty-ninth day after the date of enact-
ment of this act, inclusive, accrue by reason of delinquency in
the payment cf the tax imposed by section 1600 with respect to
services affected by this act performed during the period July 1,
1939, to December 31, 1939. inclusive, with respect to which serv-
ices amounts have been pald as contributicns under the Rallroad
Unemployment Insurance Act prior to the date of enactment of
this act.

(b) Notwithstanding the provisions of section 1601 (a) (3) of
the Internal Revenue Code, the credit allowable under section
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1601 (a) against the tax imposed by section 1600 for the calendar
year 1939 shall not be disallowed or reduced by reason of the pay-
ment into a State unemployment fund after January 31, 1940, of
contributions with respect to services affected by this act per-
formed during the period July 1, 1939, to December 31, 1939, in-
clusive, with respect to which services amounts have been paid as
contributions under the Rallroad Unemployment Insurance Act
prior to the date of enactment of this act: Provided, That this
subsection shall be applicable only if the contributions with respect
to such services are pald into the State unemployment fund before
the ninetieth day after the date of enactment of this act.

The amendments were agreed to.

The bill was ordered to be engrossed for a third reading,
read the third time, and passed.
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COVERAGE OF CERTAIN PERSONS EMPLOYED IN COAL-MINING
OPERATIONS

Mr. CROSSER. Mr. Speaker, I ask unanimous consent
to take from the Speaker’s table the bill (S. 4070) to pro-
vide for more uniform coverage of certain persons employed
in coal-mining operations, with respect to insurance bene-
fits provided for by certain Federal acts, and for other
purposes.

The 'SPEAKER. 1Is there objection?

Mr. MICHENER. Mr. Speaker, I reserve the right to
object. What is the bill about?

Mr. CROSSER. Mr. Speaker, this is a bill from the Senate
corresponding exactly with one reported unanimously by the
House committee, taking out from under the effect of the
railroad-retirement law, the unemployment-insurance law,
and the Railroad Labor Act, miners who are employed by
the railroad. Every one concerned is entirely satisfied, the
miners, the railroads, and the railroad labor organizations.

Mr. MICHENER. Is this the situation, that the House
committee reported a bill favorably. Was it unanimously
reported?

Mr. CROSSER. Yes; I am right about that, am I not?

Mr. KELLER. Yes.

Mr. CROSSER. I am sure {t was unanimous.

Mr. MICHENER. The Committee on Interstate and For-
eign Commerce reported this bill unanimously?

Mr. CROSSER. That is correct.

Mr. MICHENER. It i{s now on the calendar and the
Senate has passed a similar bill?

Mr. CROSSER. Identically the same.

Mr. MICHENER. Now you want to pass the Senate bill
unanimously, without consideration in the House?

Mr. CROSSER. Yes.

Mr. MICHENER. That would be a rather unusual precé=
dent, if it is an important bill at all.

_Mr. CROSSER. It is a bill that is purely technical in its
nature.

Mr, JENKINS of Ohio. Mr. Speaker, reserving the right
to object, as I understand, this applies to miners who are
employed in mines owned by railroads?
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Mr. CROSSER. That is all.

Mr. JENKINS of Ohio. What kind of protection will they
have if they are employees of railroads?

Mr. CROSSER. They want to come under the social
security.

Mr. JENKINS of Ohio.
it?

Mr. CROSSER. Yes.

Mr. JENKINS of Ohio. The gentleman tells us that those
representing the miners are satisfied?

Mr. CROSSER. Mr. Lewis’ organization was represented
tefore our ccmmittee, and they are the ones who asked for
the legislation.

Mr. JENKINS of Ohio. How about the miners themselves?

Mr. CROSSER. I understand the miners themselves
wanted it. There was some man in Columbus who wrote me
asking me to bring the matter up before the House.

Mr. MICHENER. But how about the other people, other
than the miners?

Mr. CROSSER. Wel), I think the railroad brotherhoods
are agreeable to it. I know they are.

Mr. MICHENER. It does seem that a bill of this type
shou!d not be called up after we have presumably finished the
legislative program of the day and many Members have gone.

Mr. CROSSER. There was no controversy before the com-
mittee about it at all. Everybody who was at all interested
was thoroughly satisfled.

Mr. MICHENER. Of course, I do not know anything
about it.

Mr. CROSSER. The gentleman from New Jersey [Mr.
WoLverTON] assured me it was all right.

Mr. MICHENER. Does this take a new class of people into
the social security?

Mr. CROSSER. No. We simply take these different groups
from under the operation of the railroad retirement law, the
unemployment insurance law, and so on, and let them go with
their own group, the miners. That is all

Mr. MICHENER. Some members of the committee who
are present do not know anything about this bill. In view
of that situation, I wonder if the gentleman will not withhold
his request for tonight?

Mr. CROSSER. The gentleman from New Jersey [Mr.
WoLverTON] is here. I yield to himm to answer the gentle-
man.,

Mr. MICHENER. It is very unusual to bring a bill up in
this manner for consideration. If it is an important matter
it certainly should not be brought up in this way, at this late
hour, but, as I understand, the Committee on Interstate and
Foreign Commerce is for the bill.

Mr. WOLVERTON. That is true.

Mr. MICHENER. There is no opposition to it?

Mr. WOLVERTON. No.

Mr. MICHENER. Does the gentleman think it is a bill
of such minor importance that it should be passed here with-
out consideration?

Mr. WOLVERTON. I am of the opinion, in view of the
unanimous favorable opinion of the committee, that it would
be perfectly proper for the House to do so.

Mr. MICHENER. Was it on the Consent Calendar?

Mr. WOLVERTON. I do not know.

Mr. CROSSER. I do not think so.

Mr. MICHENER. If it was objected to, of course it
should not be passed in this manner.

Mr. JENKINS of Ohio. Will the gentleman yleld to me?

Mr. CROSSER. I yield.

Mr. JENKINS of Ohio. It has been some time since the
Railroad Retirement Act was passed, 2 or 3 years, and rights
have inured to different people. As I understand it, if a
miner, worked in what we call a captive mine, a mine belong-
ing to a railroad company, be would have had his status
established—his right to participate in the railroad retire-
ment fund. NoW, if he has done that and has established a

You say they want to come under

legal status, what effect will that have? I presume the.

gentleman has considered all that?
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Mr. CROSSER. Yes. I do not know of any trouble about
that. The Chairman of the Retirement Board says it is
entirely satisfactory.

Mr. MICHENER. Mr. Speaker, the hour is late. Few
Members are on the floor. Many understood that no further
legislation would ccme up today. The House will be in ses-
sion tomorrow. If the bill Is all right, it can be called up
tomorrow. I am censtrained to object for the present.

Mr. KELLER. Will the gentleman yield to me for a
moment?

Mr. CROSSER. 1 yield to the gentleman.

Mr. KEILLER. I happen to have one of these mines in my
district, and I know intimately the facts about it. Certain
railroads own three or four large mines in the country under
separate company names, but the railroads own them. All
the miners are placed under social security by law. There
never was any question about this until about a year ago when
a railroad retirement lawyer raised the question about it and
suspended the operation in favor of the miners being under
the social-security law. So the miners, after waiting for
some time, came down here, and I tock the matter up with
the Social Security Board, with the lawyers and with the
Railroad Retirement Board, and they worked the thing out
so that the miners go exactly where they belong, under the
social security. To illustrate——

Mr. MICHENER. Now, just a moment. The gentleman
has demonstrated that there is considerable to this bill, if
only from a technical standpoint. I am probably in favor of
it. I am not objecting to the bill, but I ask that the gentle-
man withdraw his request to pass it unanimously at this time.

Mr. WOLVERTON of New Jersey. Mr. Speaker, will the
gentleman yield?

Mr. CROSSER. I yleld.

Mr. WOLVERTON of New Jersey. I would like to say to
the gentleman from Michigan [(Mr. MicRENER] that when
this bill was presented to the committee it was given very
careful consideration as to the effect it would have upon those
who come within the provision of the bill.

Mr. MICHENER. By a subcommittee or by the full com-
mittee?

Mr. CROSSER. By the full committee.

Mr. WOLVERTON of New Jersey. We heard the parties
effected and they were favorable to what is attempted to
be done by this bill. We received the approval of all who
would be affected by it. I do not know what further could
be done than has already been done by the committee.

Mr. SCHAFER of Wisconsin. Mr. Speaker, will the gen-
tleman yield,

Mr. MICHENER. 1 yleld

Mr. SCHAFER of Wisconsin, Was this bill approved by
a unanimous vote of the committee reporting the bill?

Mr. CROSSER. Yes.

Mr. WOLVERTON of New Jersey. It was reported unani-
mously by our committee. When I say “unanimously,” I
could not say that every member was present.

Mr. SCHAFER of Wisconsin. No; I mean by those mem-
bers who were present.

Mr. WOLVERTON of New Jersey. That is right.

Mr. SCHAFER of Wisconsin. And it has been approved
by the Social Security Board? i

Mr. WOLVERTON of New Jersey. As well as by every-
body affected.

Mr. SCHAFER of Wisconsin. And it bas been approved
by the Railroad Retirement Board?

Mr. WOLVERTON of New Jersey. Yes.

Mr. SCHAFER of Wisconsin. And the railroads that are
affected?

Mr. SHORT. And the bill has passed the Senate.

Mr. CROSSER. The bill passed the Senate unanimously.

Mr. CRAWFORD. Mr. Speaker, will the gentleman yield?

Mr. CROSSER. 1 yield.

Mr. CRAWFORD. Evidently there is confusion. I under-
stood the gentleman from Ohio to say that this provided
for the transfer of certain minors who were eligible for
benefits under the Railroad Retirement Act.
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Mr. CROSSER. The gentleman misunderstood me.

Mr. CRAWFORD. That it placed them under the Social
Security Act?

Mr. KELLER. That is where they belong under the law.

Mr. CRAWFORD. Is this in substance an amendment to
the Social Security Act which takes in a group of people
not heretofore covered by that act?

Mr. KELLER. No.

Mr. CROSSER. No; it simply clarifies existing language.
There is question as to whether or not these people em-
ployed by the railroads would come under the same ruling
as railroad workers, it being developed that they are not
railroad workers. It clarifies the law; that is all.

Mr. MICHENER. 1 must object, Mr. Speaker; there is
too much confusion in the minds of some of the Members
and too few Members here. :

The SPEAKER. The gentleman from Michigan state
that this is an unusual way to bring up a bill of this sort.
The Chair was advised that this bill came from the com-
mittee with a unanimous report. To have a bill brought in
by the committee having jurisdiction when there is a unani-
mous report and considered in this way is not unusual, and
the Chair recognizes gentlemen under those circumstances
to ask unanimous consent for the consideration of bills. 'The
Chair understands the gentleman from Michigan objects.

Mr. WOLVERTON of New Jersey. Mr. Speaker, will the
gentleman withhold his objection?

Mr. MICHENER. Yes; I will withhold it.

Mr. WOLVERTON of New Jersey. Mr. Speaker, there is
not any confusion that I know of in the mind of anybody
who has made any study whatsoever of this bill. This is a
unanimous action of the Committee on Interstate and For~-
eign Commerce after every precaution was taken to make
certain and sure that it affected no one adversely, that it
had no other effect than to clarify an uncertainty in exist-
ing law, and that it has the absolute approval of everyone
who was to be affected by the change.

Mr. MICHENER. Mr. Speaker, further reserving the
right to object, the rules of procedure of the House provide
for the reference of bills to committees, and the committee
must arrive at a conclusion. This committee has arrived at
a conclusion. The rules further provide that the House, after
consideration, shall arrive at a conclusion. The gentleman
goes on the premise, however, that if a committee or a sub-
committee has arrived at a conclusion, that should settle
the matter; that it is immaterial whether the rest of the
House knows anything about it or not.

Other Members of the House, as suggested by the inquiries
of the gentleman from Michigan [Mr. CrRawrorp], do not
understand what the bill is. Not understanding it, they are
opposed to it. If that is true, we should let the matter stand
over until tomorrow, when all the Members will be here, I
did not mean to say that the Speaker had done an improper
thing in recognizing the gentleman from Ohio [Mr. CROSSER]
for a unanimous-consent request.

The SPEAKER. The Chair understands the gentleman
from Michigan to object.

Mr. MICHENER. Yes.

The SPEAKER. Objection is heard.
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UNIFORM COVERAGE IN FEDERAL INSURANCE BENEFITS

Mr. CROSSER. Mr. Speaker, I ask unanimous consent to
take from the Speaker’s table the bill (S. 4070) to provide
for uniform coverage of certain persons employed in ccal-
mining operations with respect to insurance benefits pro-
vided for by certain Federal acts, and for other purposes, and
for its present consideration.

The SPEAKER. The gentleman from Ohio asks unani-
mous consent to take from the Speaker’s table the bill 8.
4070 and consider the same. The Clerk will report the title
of the bill.

‘The Clerk reported the title of the bill.

The SPEAKER. Is there objection?

Mr. MICHENER. Mr. Speaker, I reserve the right to ob-
ject. This is the bill that was called up the other day, which
I asked to have go over.

Mr. CROSSER. That is correct.

Mr. MICHENER. I have conferred with the minority
members of the committee, and have no objection at this
time.

Mr. BOLLES. Mr. Speaker, I object.

The SPEAKER. The gentleman from Wisconsin objects to
the request of the gentleman from Ohio?

Mr. BOLLES. I do.

Mr. CROSSER. But I understood that the gentleman had
no objection.

Mr. BOLLES. Mr. Speaker, I object.

Mr. CROSSER. Mr, Speaker, will the gentleman reserve
his right to object?

Mr. BOLLES. I want further examination of this bill. I
want discussion of this bill. I am opposing this bill, and I
object to its present censideration.

The SPEAKER. The gentleman from Wisconsin objects
to the unanimous-consent request.
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MORE UNIFORM COVERAGE OF CERTAIN PERSONS EMPLOYED IN COAL~
MINING OPERATIONS

Mr. CROSSER. Mr. Speaker, I ask unanimous consent for
the immediate consideration of the bill (S. 4070) to provide
for more uniform coverage of certain persons employed in
coal-mining operations with respect to insurance benefits
provided by certain Federal acts, and for other purposes.

The SPEAKER. Is there objection to the request of the
gentleman from Ohio [Mr. CROSSER]?

There being no objection, the Clerk read the bill, as follows:

Be it enacted, etc., That section 1 (a) of the Rallroad Retirement
Act of 1937, section 1 (a) of the Carriers Taxing Act of 1937, section
1532 (a) of the Internal Revenue Code, and section 1 (a) of the
Railroad Unemployment Insurance Act are amended, effective in
the case of each such act as of the date of its enactment, by adding
at the end of each such section the following new sentence: “The
term ‘employer’ shall not include any company by reason of its
teing engaged in the mining of coal, the supplying of coal to an
employer where delivery is not beyond the mine tipple, and the
operation of equipment or facilitles therefor, or in any of such
activities.”

Sec. 2. Section 1 (a) of the Railroad Retirement Act of 1935 and
paragraph first of section 1 of the Railway Labor Act, as amended,
are amended, effective In the case of each such act as of the date
of iis enactment, by adding at the end of each such section and
paragraph the following new sentence: '“The term ‘carrier’ shall not
include any company by reason of its heing engaged in the mining
of coal, the supplying of coal to a carrier where delivery is not
beyond the mine tipple, and the operation of equipment or facilities
therefor, or in any of such activities.”

Sec. 3. Section 1 (b) of the Railroad Retirement Act of 1937,
gection 1 (b) of the Carriers Taxing Act of 1337, section 1532 (b)
of the Internal Revenue Code, the first paragraph of section 1 (d)
of the Railroad Unemployment Insurance Act, section 1 (b) of the
Railroad Retirement Act of 1935, and paragraph fifth of section 1 of
the Railway Labor Act, as amended, are amendcd, in the case of each
such act as of the date of its enactment, by adding at the end of
each such section and paragraph the following new paragraph:

“The term ‘employee’ shall not include any individual while such
individual is engaged in the physical operations consisting of the
mining of coal, the preparation of coal, the handling (other than
movement by rail with standard railroad locomotives) of coal not
beyond the mine tipple, or the loading of coal at the tipple.”

Sec. 4. (a) The laws hereby expressly amended, the Social
Security Act, approved August 14, 1935, and all amendments thereto,
shall operate as If each amendment herein contalned had been
enacted as a part of the law it amends, at the time of the original
enactment of such law.

(b) No person (as defined in the Carrlers Taxing Act of 1937)
shall be entitled, by reason of the provisions of this act, to a refund
of, or relief from liabllity for, any income or excise taxes paid or
accrued, pursuant to the provisions of the Carriers Taxing Act of
1937 or subchapter B of chapter 9 of the Internal Revenue Code,
prior to the date of the enactment of this act by reason of employ-
ment in the service of any carrier by railroad subject to part I of
the Interstate Commerce Act, but any individual who has been
employed in such service of any carrier by railroad subject to part I
of the Interstate Commerce Act as is excluded by the amendments
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made by this act from coverage under the Carriers Taxing Act of
1937 and subchapter B of chapter 9 of the Internal Revenue Code,
and who has pald income taxes 1inder the provisions of such act of
subchapter, and any carrler by railroad subject to part I of the
Interstate Commerce Act whichh has pald excise taxes under the
provisions of the Carriers’ Taxing Act of 1937 or subchapter B of
chapter 9 of the Internal Revenue Code, may, upon making proper
application therefor to the Bureau of Internal Revenue, have the
amount of taxes so paid applied in reduction of such tax liability
with respect to employment, as may, by reason of the amendments
made by this act, accrue against them under the provisions of
title VIII of the Social Security Act or the Federal Insurance Con-
tributions Act (subchapter A of chapter 9 of the Internal Revenue
Code).

(c) Nothing contained in this act shall operate (1) to affect any
annuity, pension, or death benefit granted under the Railroad
Retirement Act of 1935 or the Railroad Retirement Act of 1937,
prior to the date of enactment of this act, or (2) to include any
of the services on the basls of which any such annuity cr pension
was granted, as employment within the meaning of section 210 (b)
of the Social Security Act.or section 209 (b) of such act, as amended.
In any case in which a death benefit alone has been granted, the
amount of such death benefit attributable to services, coverage of
which is affected by this act, shall be decemed to have been paid
to the deceased under section 2C4 of the Social Security Act in effect
prior to January 1, 1940, and deductions shall be made from any
insurance benefit or benefits payable under the Soclal Security Act,
as amended, with respect to wages paid to an individual for such
services until such deductions total the amount of such death
bLenefit attribuiable to such services.

(d) Nothing contalned in this act shall operate to affect the
benefit rights of any individual under the Rallroad Unemployment
Insurance Act for any day of unemployment (as deflned in section
1 (k) of such act) occurring prior to the date of enactment of
this act.

Sec. 5. Any application for payment filed with the Railroad Re-
tirement Board prior to, or within 60 days after, the enactment of
this act shall, under such regulations as the Soclal Security Board
may prescribe, be deemed to be an application flled with the Social
Security Board by such individual or by any person claiming any
payment with respect to the wages of such individual, under any
provision of section 202 of the Social Security Act, as amended.

Sec. 6. Nothing contained in this act, nor the action of Congress
in adopting it, shall be taken or considered as affecting the question
of what carriers, compantes, or individuals, other than those in this
act specifically provided for, are included in or excluded from the
Provisions of the various laws to which this act is an amendment.

Sec. 7. (a) Notwithstanding the provisions of section 1605 (b) of
the Internal Revenue Code, no interest shall, during the period
February 1, 1940, to the eighty-ninth day after the date of enact-
ment of this act, inclusive, accrue by reason of delinquency in the
payment of the tax imposed by section 1600 with respect to services
affected by this act performed durlng the pericd July 1, 1939 to
December 31, 1939, inclusive, with respect to which services amounts
have been paid as contributions under the Railroad Unemployment
Irsurance Act prior to the date of enactment of this act.

(b) Notwithstanding the provisions of section 1601 (a) (3) of the
Internal Revenue Code the credit allowable under section 1601 (a)
against the tax tmposed by section 1600 for the calendar year 1939
shall not be disallowed or reduced by reason of the payment into &
State unemployment fund after January 31, 1940, of contributions
with respect to services affected hy this act performed during the
period July 1, 1939, to December 31, 1939, inclusive, with respect to
which services amounts have been pald as contributions under the
Ralilroad Unemployment Insurance Act prior to the date of enact-
ment of this act: Provided, That this subsecticn shall be applicable
only If the contributions with respect to such services are paid into
the State unemployment fund before the ninetieth day after the
date of enactment of this act.

The bill was ordered to be read a third time, was read the
third time, and passed, and a motion to reconsider was laid
on the table.
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AN ACT

To provide for more uniform coverage of certain persons employed in coal-minin
operations with respect to insurance Lenrefits provided for by certain Feder
Acts, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That section 1 (a)
of the Railroad Retirement Act of 1937, section 1 (a) of the Car-
riers Taxing Act of 1937, section 1532 (a) of the Internal Revenue

e, and section 1 (a) of the Railroad Unemployment Insurance
Act are amended, effective in the case of each such Act as of the
date of its enactment, by adding at the end of each such section the
following new sentence: “The term ‘employer’ shall not include any
company by reason of its being engaged in the mining of coal, the
supplying of coal to an employer where delivery is not beyon(f the
mine tipple, and the operation of equipment or facilities therefor,
or in any of such activities.”

Skc. 2. Section 1 (a) of the Railroad Retirement Act of 1935 and
paragraph First of section 1 of the Railway Labor Act, as amended,
are amended, effective in the case of each such Act as of the date
of its enactment, by adding at the end of each such section and
paragraph the following new sentence: “The term ‘carrier’ shall
not include any company by reason of its being engaged in the min-
ing of coal, the supplying of coal to a carrier where delivery is
not beyond the mine tipple, and the operation of equipment or
facilities therefor, or in any of such activities.”

Sec. 3. Section 1 (b) of the Railroad Retirement Act of 1937, sec-
tion 1 (b) of the Carriers Taxing Act of 1937, section 1532 (b) of
the Internal Revenue Code, the first paragraph of section 1 (d) of
the Railroad Unemployment Insurance Act, section 1 (b) of the
Railroad Retirement Act of 1935, and paragraph Fifth of section 1
of the Railway Labor Act, as amended, are amended, in the case of
each such Act as of the date of its enactment, by adéing at the end
of each such section and paragraph the following new paragraph:

“The term ‘employee’ shall not include any individual wgile
such individual is engaged in the physical operations consisting
of the mining of coal, the preparation of coal, the handling
(other than movement by rail with standard railroad locomo-
tives) of coal not beyond the mine tipple, or the loading of coal
at the tipg‘le.”

Sec. 4. (a) The laws hereby expressly amended, the Social Secu-
rity Act, approved August 14, 1935, and all amendments thereto
shall operate as if each amendment herein contained had been enacbed
as a part of the law it amends, at the time of the original enactment
of such law.
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(b) No person (as defined in the Carriers Taxing- Act of 1937)
shall be entitled, by reason of the provisions of this Act, to a refund
of, or relief from liability for, any income or excise taxes paid or
accrued, pursuant.to the provisions of the Carriers Taxing Act of
1937 or subchapter B of chapter 9 of the Internal Revenue Code,
prior to the date of the enactment of this Act by reason of employ-
ment in the service of any carrier by railroad subject to part I of
the Interstate Commerce Act, but any individual who has been
employed in such service of any carrier by railroad subject to part
I of the Interstate Commerce Act as is excluded by the amendments
made by this Act from coverage under the Carriers Taxing Act
of 1937 and subchapter B of chapter 9 of the Internal Revenue Code,
and who has paid income taxes under the provisions of such Act or
subchapter, and any carrier by railroad subject to part I of the
Interstate Commerce Act which has paid excise taxes under the pro-
visions of the Carriers Taxing Act of 1937 or subchapter B of
chapter 9 of the Internal Revenue Code, may, upon making proper
application therefor to the Bureau of Internal Revenue, have the
amount of taxes so paid applied in reduction of such tax liability
with respect to employment, as may, by reason of the amendments
made by this Act, accrue against them under the provisions of title
VIII of the Social Security Act or the Federal Insurance Contribu-
tions Act (subchapter A of chapter 9 of the Internal Revenue Code).

(c) Nothing contained in this Act shall operate (1) to affect any
annuity, pension, or death benefit granted under the Railroad Retire-
ment Act of 1935 or the Railroad Retirement Act. of 1937, prior to
the date of enactment of this Act, or (2) to include any of the serv-
ices on the basis of which any such annuity or pension was granted,
as employment within the meaning of section 210 (b) of the Social
Security Act or section 209 (b) of such Act, as amended. In any
case in which a death benefit alone has been granted, the amount of
such death benefit attributable to services, coverage of which is
affected by this Act, shall be deemed to have been paid to the deceased
under section 204 of the Social Security Act in effect prior to Jan-
uary 1, 1940, and deductions shall be made from any insurance bene-
fit or benefits payable under the Social Security Act, as amended,
with respect to wages paid to an individual for such services until
such deductions total the amount of such death benefit attributable
to such services.

(d) Nothing contained in this Act shall operate to affect the
benefit rights of any individual under the Railroad Unemployment
Insurance Act for any day of unemployment (as defined in section
k(k) of such Act) occurring prior to the date of enactment of this

ct. : :

Sec. 5. Any application for payment filed with the Railroad
Retirement Board prior to, or within sixty days after, the enactment
of this Act shall, under such regulations as the Social Security
Board may prescribe, be deemed to be an application filed with the
Social Security Board by such individual or by any person claiming
any payment with respect to the wages of such individual, under
any provision of section 202 of the Social Security Act, as amended.

ec. 6. Nothing contained in this Act, nor the action of Congress
in adopting it, shall be taken or considered as affecting the question
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of what carriers, companies, or individuals, other than those in this
Act specifically proviged for, are included in or excluded from the
provisions of the various laws to which this Act is an amendment.

Sec. 7. (a) Notwithstanding the provisions of section 1605 (b)
of the Internal Revenue Code, no interest shall, during the period
February 1, 1940, to the eighty-ninth day after the date of enact-
ment of this Act, inclusive, accrue by reason of delinquency in the
payment of the tax imposea by section 1600 with respect to services
affected by this Act performed during the period July 1, 1939, to
December 31, 1939, inclusive, with respect to which services amounts
have been paid as contributions under the Railroad Unempioyment.
Insurance Act prior to the date of enactment of this Act.

(b) Notwithstanding the provisions of section 1601 (a) (3) of
the Internal Revenue %ode, the credit allowable under section 1601
(a) against the tax imposed by section 1600 for the calendar yea:
1939 shall not be disallowed or reduced by reason of the payment
into a State unemployment fund after January 31, 1940, og contri-
butions with respect to services affected by this Act performed during
the period July 1, 1939, to December 31, 1939, inclusive, with respect
to which services amounts have been paid as contributions under
the Railroad Unemployment Insurance Act prior to the date of
enactment of this Act: Provided, That this subsection shall be
applicable only if the contributions with respect to such services are
paid into the State unemployment fund before the ninetieth day after
the date of enactment of this Act.

Approved, August 13, 1940.
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THE REVENUE BILL OF 1942

OcTORER 2, 1942.—Ordered to be printed

Mr. GeOrGE, from the Committee on Finance, submitted the following
REPORT
[To accompany H. R. 7378}

The Committee on Finance, to whom was referred the bill (H. R.
7378) to provide revenue, and for other purposes, having had the same
under consideration, report favorably thereon, with certain amend-
ments, and, as amended, recommend that the bill do pass.
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THE REVENUE BILL OF 1942

IX. MISCELLANEOUS PROVISIONS

L IR K R BE AR N IR

OLp-AGE INSURANCE

The old age insurance tax has been frozen at the present level of
1 percent on the worker and 1 percent on the employer for the year
1943. Unless the existing law 1s amended, these rates would be in-
creased to 2 percent on both employers and employees. The reserve
which has been created up to the present time is a.mgle to take care
of the total requirements for the next § years. Therefore, your
committee is of the opinion that it is not necessary to apply the 2-
percent rate for the year 1943.

X X F R E X F X K ¥ X H

TITLE VII. SOCIAL SECURITY TAXES

SECTION 701. AUTOMATIC INCREASE IN 1943 RATE NOT
TO APPLY

This section, which was added by your committee to the House
bill, postpones the increase in the rates of the taxes imposed by the
Federal Insurance Contributions Act (subch. A of ch. 9 of the Code).
Under existing law, the rate of the income tax on employees imposed
by section 1400 increases from 1 percent to 2 percent on January 1,
. 1943; and the rate of the excise tax on employers of one or more
imposed by section 1410 also increases from 1 percent to 2 percent
on such date. In the case of each such tax the amendment provides
that the 1-percent rate shall remain in force through the calendar year
1943, and that the 2;{::@“ rate shall be applicable to wages paid
and received during the calendar years 1944 and 1945.
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[Report No. 1631]

IN THE SENATE OF THE UNITED STATES

Jouy 21,1942
Read twice and referred to the Committee on Finance

OcroBer 2, 1942
Reported by Mr. GeORGE, with amendments

[Omit the part struck through and insert the part printed in italic]

AN ACT

To provide revenue, and for other purposes.
1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That (a) SmorT TiTLE.—This Act, divided into titles
4 and sections according to the following Table of Contents,

5 may be cited as the “Revenue Act of 1942”:
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TITLE VII—SOCIAL SECURITY TAXES
SEC. 701. AUTOMATIC INCREASE IN 1943 RATE NOT TO APPLY.

(a) Clauses (1) and (2) of section 1400 of the Federal
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Insurance Contributions Act (Internal Revenue Code, sec.
1400) are amended to read as follows:

“(1) With respect to wages received during the cal-
endar years 1939, 1940, 1941, 1942, and 1943, the rate
shall be 1 per centum. |

“(2) With respect to wages recetved during the cal-
endar years 1944 and 1945, the rate shall be 2 per
centum.”

(b) Clauses (1) and (2) of section 1410 of such Act
(Internal Revenue Code, sec. 1410) are amended to read as
follows:

“(1) With respect to wages paid during the calendar
years 1939, 1940, 1941, 1942, and 1943, the rate shall
be 1 per .centum.

“(2) With respect to wages paid during the calen-
dar years 1944 and 1945, the rate shall be 2 per centum.”
Passed the House of Representatives July 20, 1942.

Attest: SOUTH TRIMBLE,
Clerk.
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AN ACT

To provide revenue, and for other purposes.

Jury 21,1942
Read twice and referred to the Committee on Finance
QOCTOBER 2, 1942
Reported with amendments
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RATE OF TAXES UNDER FEDERAL INSUR-
ANCE CONTRIBUTIONS ACT

Mr. VANDENBERG. Mr. President, 1
introduce a bill to amend the Federal
Insurance Contributions Act with respect
to the rate of taxes thereunder for the
year 1943, and, because both of the im-
portance and imminence of the issue it
self, I ask leave to make a very brief
statement in connection with the bill.

The ACTING PRESIDENT pro tem-
pore. Without objection, the Senator
from Michigan will proceed.

Mr. VANDENBERG. Mr, President,
unless Congress acts prior to January 1,
1943, social-security pay-roll taxes on
both employers and employees will in-
crease on each from 1 to 2 percent. That
is the schedule In existing law, as
amended by Congress in 1939. ]

The proceeds of this pay-roll tax have
but one legitimate purpose and justifica-
tion: First, either to pay old-age bene-
fits, plus the cost of administration, or,
second, to build a reasonable reserve for
the future guaranty of these payments.

For the fiscal year ending June 30,
1942, these receipts amounted to $972,-
000,000—that was the amount collected
under the 1-percent pay-roll rate on both
employers and workers—against with-
drawals or payments of $141,000,000.
Obviously, an increased pay-roll tax on
employers and workers of the country s

1 not necessary in order to meet current



1942 CONGRESSIONAL RECORD—SENATE

old-age obligations. Furthermore, the
existing 1-percent pay-roll tax on both
erpployers and workers, in actual fact,
will produce as much revenue as it was
estimated would be derived from a 2-per-
cent tax when the existing statutory tax
schedule was written by Congress in 1939.

The real question therefore is whether
this 100-percent increase in pay-roll
taxes on employers and workers is neces-
sary to sustain an essential reserve. We
do not have to guess about that proposi-
tion. Testifying before the House Ways
and Means Committee on March 24, 1939,
Secretary of the Treasury Morgenthau
said:

We should not accumulate a reserve fund
any larger than is necessary to protect the
system against unforeseen declines in reve-
nues or increases in the volume of benefit
bayments. Specifically, I would suggest to
Congress that it plan the flnancing of the
old-age-insurance system with & view to
maintaining for use in contingencies an
eventual reserve amounting to—

These are the important words—
not more than three times the highest pro-

spectlve annual benefits In the ensuing B
years.

That is the rule recommended by the
Secretary of the Treasury.

Congress, in 1939, did precisely what
the Treasury recommended. Title II of
the Social Security Act was amended to
create a Board of Trustees of the Federal
Old Age and Survivors Trust Fund, and,
among other things, the Board is required
to—I quote from the statute—

(3) Report immediately to the Congress
whenever the Board of Trustees is of the
opinion that during the ensuing 5 fiscal years
the trust fund will exceed three times the
highest annual expenditures anticipated dur-
ing that 5-fiscal-year period, and whenever
the Board of Trustees is of the opinion that
the amount of the trust fund is unduly
small.

In effect, the Board has thus reported.
The assets of the trust fund—which is
to say, the reserve—were $3,227,000,000
at the end of the fiscal year 1942. The
reserve is not 3 but 30 times the antici-
pated benefit payments in any 1 of the
next 6 fiscal years; and it is not 3 but 6
times the total anticipated benefit pay-
ments during all the next 5§ fiscal years
combined,

I am omitting all details. I am sim-
ply submitting the over-all picture. I
respectfully submit that it raises the
clear presumption that there is no jus-
tification, on the basis of the accepted
congressional formula, for permitting the
statutory doubling of pay-roll taxes for
these purposes on January 1, 1943. The
bill which I introduce would hold these
pay-roll taxes at the existing 1-percent
level through 1943, when we can again
adjust the financing to fit the develop-
ments.

In order to complete the prospectus,
it should be said that the Treasury not
only desires to have the statutory pay-
roll tax proceed to 2 percent on January
1, 1943, but it actually will ask that the
tax be further increased to 5 percent.
The reasons have nothing to do with
social-security or old-age payments—as
clearly demonstrated by the foregaing
figures. The reasons have salely to do

with a further so-called attack upon in-
flation and with the creation of new
reservoirs of general bond sales credits.

1 completely acknowledge the need for
mobilizing every possible resource against
inflation; and certainly 1 completely
acknowledge the unavoidable necessity
for some form of enforced savings to
sustain the public credit in the face of
our unavoidably tremendous war expend-
itures; but, Mr. President, I am unalter-
ably opposed to raiding social-security
trust funds for these purposes, or for
any purpose not directly related to the
social-security benefits which these pay-
roll taxpayers are presumed to buy for
themselves with their assessments. The
problem of flnancing the war Is a sepa-
rate problem and it must be candidly
and courageously faced as & separate
problem. If we must have enforced sav-
ings or induced War bond purchases, the
order should be candid and courageous
and, above all, it should be universal and
not applied solely to the employers and
the workers of the country who alone pay
these social-security taxes.

I ask that the bill be referred to the
Committee on Finance.

The ACTING PRESIDENT pro tem-
pore. The bill will be referred as re-
quested.

The bill (S. 2781) to amend the Fed-
eral Insurance Contributions Act with
respect to the rate of taxes thereunder
for the year 1943, was read twice by its
title and referred to the Committee on
Finance. ’

7161
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Mr. GREEN. Mr. President, will the
Senator yield?

Mr. GEORGE. 1 yield.

Mr. GREEN. Iunderstand that in the
pending bill there is proposed an amend-
ment of existing law by which the tax
provided by the existing law would be
reduced. It seems strange to include
such an amendment in a bill whose ob-
ject is to increase the revenue. 'The
item to which I have reference is a pro-
vision In the social-security law by
which the tax will be increased 2 percent
beginning with January 1, 1943. Under
the present law the tax is fixed at 1 per-
cent, and by the pending measure it iIs
to be changed. May I ask the Senator
what the explanation of the committee
may be for such a change?

Mr. GEORGE. Under existing law the
social security tax—to use the general
term—is 1 percent against the employer
and 1 percent against the employee, or a
total of 2 percent. Undar the operation
of the law as it now exists the tax is to
be stepped up, or doubled, beginning with
January 1, 1943. An amendment was
approved by the Senate Finance Com-
mittee freezing the tax, for 18943 only, at
the existing level. That was done under
the general assertion or statement of fact
made by the Senator from Michigan [Mr,
VANDENBERG], & member of the commit-
tee, on the floor of the Senate some days
ago, to the effect that the social security
reserves aré now more than ample to
meet any possible liability under the
Social Security Act over a 5-year period,
I believe it is, or a stated period, and that
it would therefore be unnecessary to in-
crease the tax on January 1, 1943.

Mr. GREEN. Was the basis of that
statement investigated by the commit-
tee?

Mr. GEORGE. I think the facts were
very well known to the committee. I do
not think there is any dispute about the
size of the present reserves and of the
estimated liability under the Social Secu-
rity Act. There was a view expressed in
the committee—I may say that I ex-
pressed it myself—that the widening of
the social-security law, and the increase
of benefits under it, were contemplated,
and that therefore we should not freeze
the tax, or at least it was highly ques-
tioned whether we should freeze the tax
at the present rate. However, since the
tax to be imposed under the pending
bill on the employer and the employee
is high, and in view of the fact that the
tax burden would be very great, and in
view of the fact that the reserves to
meet present liabilities under the ex-
isting law were ample, the Senator from
Michigan offered an amendment to
freeze the tax for 1943, and the commit-
. tee adopted it. That would not preclude

consideration of the whole social-secur-
ity system, and the widening of the
coverage and increases in benefits. Of
course, if that were done, the law itself,
by which the beneflts were increased and
coverage widened, would carry some pro-
vision for an appropriate rate to take
care of the liability under it, and it would
have the effect of superseding the com-
mittee amendment, even if the commit-
tee amendment were finally approved by
the Senate. -

Mr. GREEN. However, as I under-
stand, it would preclude the expansioii of
the social-security service unless the
present law were reenacted.

Mr. GEORGE. No. While I person-
ally was not in favor of the amendment,
and suggested that we should not put it
in the bill, I do not think there is any
doubt that the reserves are more than
ample to meet any possible lability un-
der the social-security law during the
next 5-year period, that is to say, by
allowing the rate to remain during 1943
&t the present level. The freezing is to
be applicable only to 1943. Thereafter,
unless a further freezing process is pro-
vided, the rates would go up beginning
witt January 1, 1944. But so far as
present benefits and possible liability are
concerned, I do not think there is any
question that the present reserves are
ample to take care of them, because un-
employment, as the Senator knows, is
rapidly vanishing under the impact of
the war effort.

Mr. GREEN. I thank the distin-
guished Senator from Georgia for his
explanation. I should like to ask one
further question. Did the change meet
with the approval of the Treasury De-
partment?

Mr. GEORGE. No; the Treasury did
not approve it.

Mr. President, I now ask that the Sen-
ate proceed to consider the committee
amendments.

OCTOBER 6
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The next amendment was, on page 574,
after line 22, to insert:
Ty VII—SOCIAL SECURITY TAXES
Sec. 701. Automatic increase in 1943 rate nos
to apply.
(2) Clauses (1) and (2) of section 1400 of
the Federal Insurance Contributions Aot
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(Internal Reverue Code, sec. 1400) are
amended to read as follows:

“(1) With respact to wages received during
tle calendar years 1939, 1940, 1941, 1942, and
1843, the rate £bail be 1 percent.

“(2) With respect to wages received during
the calendar years 1944 and 1945, the rate
shall be 2 percent.”

(b) Clauses (1) and (2) of section 1410 of
such act (Internal Revenue Code, sec. 1410)
are amended to read as follows:

*“(1) With respect to wages pald during the
caiendar years 1839, 1940, 1641, 1942, and 1943,
the rate shall be 1 percent.

“(2) With respect to wages paid during the
calendar years 1944 and 1945, the rate shall be
2 percent.”

Mr. BARKLEY. Mr. President, I ask
that the amendment on page 574, bagin-
ning in line 23. under the heading “Social
security taxes,” be passed over.

The PRESIDING OFFICER. Without
chiection, the amendment will be passed
over.

That completes the committee amend-
ments, with the exception of those passed
over.

HHHHK KW
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Mr. GEORGE. Mr. President, I have
received a letter from the President of
the United States which I wish to have
read at the desk. It is with reference to
the amendment freezing the soclale
security tax.

The VICE PRESIDENT. Without
objection, the letter will be read.

The Chief Clerk read as follows:

THE Warre Houss,
Washington, October 3, 1942.
Hon. WaLtFa F. GEORGE,
Chairman, Senate Finance Committee,
United States Senate.

My Deaz SeNatom: 1 note that the Senate
Finance Committee has tentatively included
in the pending tax bill an amendment by
Seaator VANDENEERG freezing the present rates
of contributions for old-age and survivors®
insurance, instead of permitting them to ne
crease automatically on January 1, 1943, as
provided by law.

This amendment is causing considerable
concern to many persons insured under the
ald-age and survivors’ insurance systema. The
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financial obligations which will have to be
met In paying benefits amply justify the in-
crease In rates. A fallure to allow the eched-
uled Increase In rates to take place under
present favorable circumstances would cause
a real and justifiable fear that adequate funds
will not be accumulated to meet the heavy
obligations of the future and that the claims
for benefits accruing under the present law
may be jcopardized.

In 1939, In a period of underemployment,
we departed temporarily from the original
schedule of contributions, with the under-
standing that the original schedule would be
resumed on January 1, 1943. There is cer=
tainly no sound reason for departing again
under present circumstances. Both employ~
ment and the income from which contribu-
tions are made are at 8 very high point—the
highest since the Inauguration of the system.
In fact. the volume of purchasing power is so
great that it threatens the stability of the
cost of llving. The Increzse In rates at the
present time is not only in accord with the
pneCessities of the sccial-security system it-
self, but at the same time would contribute
to the noninflationary financing of the rap-
idly mounting war expenditures. The ac-
cumulation of additional contributions would
be invested In United States Government se-
curities and would thereby assist in financing
the war.

This is the time to strengthen, not to
weaken, the soclal-security system. It is time
now to prepare for the security of workers
in the post-war years. As soon as the Con-
gress has disposed of the pending tax bill I
am planning to submit a comprehensive pro-
gram for expanding and extending the whole
social-security system along the lines laid
down in my Budget message last January.
This program would Involve substantial fur-
ther increases in rates of contribution.

This is one case In which social and fiscal
objectives, war and post-war aims are in full
accord. Expanded soclal security, together
with other fiscal measures, would set up &
bulwark of economic securfty for the people
now and after the war and at the same time
would provide auti-inflationary sources for
finaneing the war. :

In the light of these considerations, I sug-
gest the desirability of permitting the in.
crease in the rates of contribution of old-age
and survivors’ insurance to go into effect on
January 1, 1843, as provided in existing law.

Sincerely yours, .
D. ROOSEVELY.

NN %
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The PRESIDING OFFICER. The
next committce amendment passed over
will be stated.

Thne next amendment passed over was,
on page 574, beginning in line 23, to in-
sert:

TrILE VI-—SOCIAL-SECURITY TAXES
Src. 701. Automatic increase in 1943 rate not
to apply.

(a) Clauses (1) and (2) of sectlon 1400 of
the Federal Insurance Contributions Act
(Internal Revenue Code, sec. 1400) are
amended to read as follows:

“{(1) With respect to wages recelved dur-
ing the calendar years 1939, 1940, 1941, 1942,
and 1943. the rate shall be 1 percent.

“(2) With respect to wages recelved dur-
ing the calendar years 1944 and 1845. the
rate shall be 2 percent.”

(b) Clauses (1) and (2) of section 1410 of
such act (Internal Revenue Ccde, sec. 1410)
are amended to read as follows:

“(1) With respect to wages paid during the
calendar years 1939. 1940, 1941, 1942, and
1948, the rate shall be 1 percent.

“(2) With respect to wages pald during the
calendar years 1944 and 1945, the rate shall
be 2 percent.”

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

Mr. BARKLEY. Mr. President, is that
the amendment which deals with the
social-security tax?

Mr. GEORGE. Yes; the amendment,
which, according to my record, is the last
but one of the committee amendments
passed over~—I think there is one other—
freezes the so-called security tax, using
the comprehensive term, at the present
level. The tax is now 1 percent on the
employer and 1 percent on the employee,
and the committee amendment proposes
to freeze that tax. Automatically the tax
would be increased beginning January 1
next on both the employer and the em-
ployee. In other words, it would be dou-
bled. The amendment was presented to
the committee by the Senator from Mich-
igan [Mr. VANDENBERG], and the commit-
tee voted favorably on the amendment
offered. It is therefore a committee
amendment.

At that time the attention of the com-
mittee was directed to the opposition by
the Treasury to freezing the tax at the
present level. This morning I offered for
the Recorp and had read to the Senate
a letter from the President in which he
specifically points out the inadvisability
of freezing this tax, and the advisability
of collecting the stepped-up or doubled
tax beginning January 1st next, and also

CONGRESSIONAL RECORD—SENATE

suggests the expansion of the systems so
as to increase coverage and also increase
the benefit payments.

The Sccretary of the Treasury has
strongly taken the position that during
times of high wages and full employment
there should be no relaxation or change
in the amount of the tax to be collected,
because at the end of the war period,
when a reduction in salaries and an in-
crease in unemplcyment may be expected,
the Social Security fund will need the in-
creased revenue derived from the opera-
tion of the tax, If the tax is not now
frozen at the existing level.

Mr. PEPPER. Mr. President, will the
Senator yield?

Mr. GEORGE. 1yield.

Mr. PEPPER. Did the President's
message suggest any figure for the in-
crease in the tax, or did he simply say
that it was not advisable to freeze the
tax?

Mr. GEORGE. The tax would auto-
matically increase on January 1.

Mr. PEPPER. As I understand, he did
not make any suggestion that the present
statutory provision be increased.

Mr. GEORGE. No; he simply asked
that the rate be not frozen. The increase
would go into effect automatically on
January 1, doubling the tax rate. The
President asks that the increase be al-
lowed to go into effect. In other words,
he opposes the amendment.

1 believe the President did suggest that
he would recomniend at an early date in
a bill to be submitted not only increasing
benefits and widening the coverage but,
as I recall, an additional increase in the
tax from 4 to perhaps 5 percent. On that
point I am not sure. The letter was pre-
sented this morning; and I may be con-
fusing some statement in the letter with
some previous statement which I knew
had been made.

Mr. PEPPER. If the Senator will per-
mit me to make a suggestion, I hope it
will be possible for us to get the benefit
of experience from the Victory tax which
has been proposed by the committee, and
which I personally favor very strongly, to
see whether or not that form of tax might
possibly be a substitute for, and if not a
substitute for, at least a part of, the whole
scheme for providing revenue for old-age
assistance.

Mr. GEORGE. As the Senator knows,
the social-security tax is a tax on pay
rolls. It falls in part upon the employer,
whether he is making a net profit or
whether he is actually losing money. It
is a tax on his pay roll and likewise a tax
on the workers' pay checks. Of course,
the workers receive the benefit of the tax.

The committee approved the amend-
ment freezing the tax. The committee
acted on this state of facts: The present
fund, supplemented by the tax at the
level now in effect, would be ample to take
care of any contingency which might ad-
versely affect the fund or draw on the
fund during the next 5 years without an
increase during the year 1943. The
amendment would freeze the tax only for
the year 1943.

Mr. BARKLEY. Mr. President, X donot
wish to delay the Senate In the consid-
eration of this amendment, but, inas-
much as I am opposed to the amendment
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included in the bill by the committee,
perhaps I should say a few words.

This amendment was offered on the
last day of the session of the Committee
on Finance, when it had had the bill
printed and had met finally to go over the
draft prepared by the experts and the
draftsmen. I was not present at that
meeting because I was engaged in the
Banking and Currency Committee and
in the conference on the price-control
bill. Other membkers of the Finance
Committee were not present, including
the Senator from Michigan (Mr. EROWN],
the Senator from Connecticut (Mr.
DANAHER]), the Senator from Ohio [Mr.
TaFr], and other Senators. I do not
know that the result would have been
different if all the members of the com-
mittee had been present. There cer-
tainly was a majority of the committee
present. As I say, this amendment was
offered on the last day, after the bill had
been printed, and was adopted without
any hearing.

The attitude of the Senator from
Michigan [Mr. VANDENBERG]) in regard to
the social-security tax has been well
known for a long time. For a number of
months he has advccated freezing the
tax at the present rate levied on em-
ployers and employees, on the ground
that the present rate is adequate to take
care of the immedjate needs of the Treas-
ury with respect to old-age pensions, old-
age subsistence, and so forth. His ob-
jection to the step-up which is provided
under the law on the first of next year is
due also to the fact that he contends that
the Treasury desires to use for ordinary
Treasury firancing the funds which it
will collect from the tax and that to that
extent, in his judgment—and he is per-
fectly sincere and honest about it—it isa
subterfuge. He believes that the funds
coliected for old-age subsistence are being
used by the Treasury under that guise
for financing current war and other ex-
penses of the Government.

When we passed the social-security

law providing for contributions to be
made to the fund by employer and em-
ployee, we were, of course, looking far
ahead and trying to visualize any possible
situation which might exist in the fu-
ture. It is no argument against carrying
out the law as it was written and as it
now exists, that for a little while before
the accumulation of claims begins to
increase there is more money coming
into the fund than is immediately neces-
sary to pay for current claims against
it. I think we must keep in mind the
long view, the long pull, in regard to the
collection of this tax and its use.
. Under the law, the Treasury is com-
pelled to invest this money. It cannot
allow it to lie idle in the Treasury. It
is required to invest it in order to add
to the fund the amount of interest
which is received from its wise invest-
ment. It has been the practice of the
Treasury—and I think if not legally
mandatory, it is financially and econom=
ically mandatory—to invest this money
in Government bonds. It would be dif-
ficult for the ‘Treasury to look around
in the fleld of investments and find &
safer Investment than the bonds of the
United States,
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I have before me a letter which I have
Just received from Mr. H. J. Altmeyer,
the very able administrator of this fund.
He is the head of the Social Szcurity
Board_, which is now a part of the Social
Security set-up. He has been chairman
of the Social Security Board for many
years.

With this letter he sends me a memo-
randum, to which I think the attention
of the Senate ought to be directed be-
fore we vote on this amendment. He
says:

In view of the President’s announcement
that he was opposed to the Vandenberg
amendnent in the pending tax bill. 1 thought
you might like to have a memorandum which
I have had prepared, pointing out scme of
the reasons why the Vandenberg amendinent
chould be deleted from the tax bill,

We all know that it is contemplated
that there will be a considerable increase
in the number of possible prospective
beneficiaries of the social-security theory
and the soclal-security fund. It is the
view of the President and the Treasury
and I think it fs the view of a very
large majority of those who have studied
the social-security provisions of the law
and the whose theory upon which they
are based—that we must enlarge the field
beyond the field now occupied in pro-
viding benefits for aged and indigent
persons, I share that view.

If the Senate will bear with me I should
like to call attention to the reasons advo-
cated by Mr. Altmeyer against the
amendment which is now under consid-
eration. Inasmuch as he is in direct
charge of the Social Security Board and
has been in charge practically from the
beginning, whatever he says on the ques-
tain certainly should be entitled to more
credit and consideration than what any
Senator, with limited knowledze, might
say.

Mr. Alimeyer says:

The basic question which Senator Van-
denberg has ralsed is whether the Increase
from 1 percent on employers and employees
to 2 percent each scheduled for next year in
the contribution rates of the old-age and
survivors insurance program is justified in
the light of the needs of that program. A
careful review of the background and the
current situation will ehow that such an in-
crease is not only desirable but necessary for
sound financing of the Social Security Sys-
tem. In order to arrive at this conclusion,
however, it is necessary to do more than just
look at some figures or refer to some testi-
mony in 1939. We must carefully evaluate
the meaning and the importance of our sta-
tistics with the facts and conditions we are
faced with in this‘rapidly changing world of
ours.

It was understood when the original Social
Security Act was passed in 1935 and when it
was amended in 1939 that the cost of the
benefits will rlse each year for many years
to ccme (due in iarge part to the increasing
number and proportioa of aged in our popu-
lation), and the average, or level, rate of con-
tributions which would be required to sup-
port the program over the later as well as
earlicr years of operation is well above 2 per-
cent each on employer and employee. Con-
tributions at 3 still higher rate could have
been collected from the outset without pro-
viding any longer term excess of funds for
benefit purposes. The increase now gched-
uled would thus be reasonable without regard
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to any problems of war flnancing and the
prevention of inflation.

The current size of the old-age and sure-
vivors jnsurance trust fund is, of course,
largely a result of the high level of economic
activity curing the last 2 years. This level
of activity has involved a high contribution
income and, because of an abnormally low
rate of rctirement among the aged, a low
level of expenditures. With this extraordi-
nary activity there has been and will con-
tinue to be a very rapid increase in thLe
number of older workers who meet the in-
sured status requirements of the program but
remain in employment, and an increase in
the level of benefits which will be payable
to these p:rzons when they do retire because
of their longer period of earnings and con-
tributions. The net effect of the rice in
industrial prcduction and of the fact that
we cannot predict when such production wiil
begin to decline has been. therefore, to cre-
ate a misleadirg picture concerning the
status of the trust fund.

The great increase in ~ontribution income
is readily appa:ent, but the heavy drain on
the fund which will occur as soon as economic
activity slackens is not apparent. However,

. no one can tell when the war will end, and

thius prudent management would assume that
economic activity may decrease and de-
crease sharply within the next tew years.
If a sharp decrease does occur, a Jarge propor=
tion of the potential rcciplents—and they
will number over a million by the end of
19i6—will elect to receive their. benefits.
Thus, it {s possible that the level of Lenefit
dishursements will be much higher than that
chown for 1946 in the estimate referred to
above. A decline in economic activity would
at the same time reduce pay rolls and tax
income. Therefore it is possible that a post-
war depression, by causing s continued period
of high disbursements and lcw income, will
Ering the trust fund below a sa’e level. The
{ssue then becomes one of whether it is pru-
dent to act on the basis of present uncertain
estimates and faii to take account of be
possibility that these estimates will be sharply
upset by changing events.

That is, the increased.step-up on the

i1st of January to 2 percent frcm em- ]

ployers and employees.

The scheduled increase involves no inequi-
table burden upon those covered by the pro-
gram. Even at the 3-percent rate which is to
take effect in 1949, workers will receive in-
surance protection of greater value than the
value of their own contributions. The lower
rates of contribution now in effect are only
possible because the benefit load during the
initial period of cperation is a small fraction
of what it will be in the later years.

Moreover, the accruing liability which has
been accruing for the payment of the future
benefits is several times in excess of the
amount in the existing trust fund. The
actuaries have estimated that the present pro-
gram may entail a level annual charge of as
much as 7 percent of pay roll. On this basis
the fund would already have & deficit of nearly
£9.000.000,000. Thus, instead of the present
ressrve fund being too large. the fund Iis
small when tested on the basis which any
private insurance company would be com-
pelled to use. \While social insurance cannot
be judged by a too rigorous application of
private insurance concepts. nevertheless, this
comparison does indicate that the existing
trust fund is not unduly large in view of its
liabilities,

The discrepancy between the scheduled
rates for the early years of cperation and the
level rate referred to above must, of course, be
made up by increased rates in later years or
by a Government subsidy, or both. Length-
ening of the initial pericd of low rates must
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necessarily involve (a) still higher ultimate
rates, (b) less gradual later increases, or (c¢)
a larger Government subsidy.

It has been the intent that the full rate of
contributions necessary for the support of the
old-age and survivors insurance program be
applied gradually so that industry and eme-
ployees would not be burdened by large in-
creascs at any one time,

That emphasizes, it seems to me, the
undesirability of freezing for the year
1843 the tax as it now exists, with the
possibility that at the end of 1943 it
would have to be stepped up not only by
the rate contemplated at the teginning
of 1944, but also hy the rate provided for
1943, so that at the teginning of 1943
the step-up process would have to in-
clude the rates for both 1343 and 1944,
instead of, as contemplated by the law,
a graduel step-up, beginning January 1,
1943, and then another one on January
1, 1944.

This intent is of particular significance for
the present questicn  If the three-times rule
is adhered to strictly, and increases in con-
tribution rates are postponed until they are
required under the terms of the rule, it will be
necessary to provide sharper and mcre rapid
increases 1n the rates than those now sched-
uled. Moreover, the necessity for a sharp in-
crease wculd most probably occur at a time
when economic activity slackened and it
would be undesirakle to impcse a sudden,
farge increase in taxes on employees and em-
ployers. The conclusicn is inescapable thas
the increases being neceszary in the future,
they can be more easily absorbed by both
employees and employers at the present time
than at some future time when they can no
longer be postponed.

The major conditicn governing the facility
of adjustment to the tax burden is, of ccurse,
the level of economic activity at the time the
tax goes into effect or is increased. It is ~lear
that the level of economic activity is more
favorable to eesy adjustment now than it has-
been at any time since the start of the fro-
gram or is likely to be for some years alteg
the war. -

It seems to me that that is an evident
proposition.

The increased tax set-up is not only advoe
cated by the Socisl Security Board and the
Treasury Department but by the representa.
tives of the workers themselves.

In the last day or so since the com-
mittee acted on this matter, we have ail
had letters from representatives of the
workers, the organizations of labor, ine
cluding the C. I. C. and the A. P.of L.,
protesting against tke amendment pro-
posing the freezing of the tax as it is at
the present time.

The representatives of the workers suprorg
an increase in their contributions to protect
their eoclal-security benefits. Both the
American Federation of Labor and Congress
©f Industrial Organizations are in favor of
the increased tax. (Their letters appear in
the CoNGrEsSIONAL REcorp, October 1, 1942,
p. 7661.)

Let me say there by way of parentheses
{that if the workers themselves not only
do not object to the payment of the in-
creased tax under the law, tut protest
‘against having the tax frczen as it now
1, certainly we have no right to assume
that we should be conferring any benefit
on them by foregoing the increased ase
sessment which they have depended
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upon paying, and which they now want
in order that the fund may be carried
forward under the terms of the law.

It has been argued that the heavy increase
in employment and wage levels and the con-
sequent unexpected rise in social-security
contributions places the old-age insuraice
program in a very favorable financial posi-
tion. This argument igrorcs two important
facts. First, an Increase in pay rolls on which
contributions are collectcd simultaneously
increases the llabilities to make benefit pay-
ments, Second, a proporticn of the in=-
creased contributions comes from workers
who have mcved from noncovered employ-
ment into covered employment and may be
expected to move back into noncovered em-
ployment after the war. Because benefit
payments are very high in proportion to
contributions in the case of tnose with low
wages and those who stay in covered employ-
ment far relatively short periods, the liability
to pay benefits may be greatly in exce:s of
the acditional contributions received—

Under ihe program which calls for the
stepping up of the contributions as of
January 1, 1943.

In the future, benefit payments will in-
crease sharply above present levels. Even in
the absence of abnormal factors arising out
of the change from war to pcst-war condi-
tions, the benefit payments would increase
very greatly during the next several decades.
As time goes on, an increasing percentage
of the total population will qualify for bene-
fits because more persons will have been
covered by the program a sufficiently long
period of time to be entitled to benefits.
Furthermore, the -&verage benefit payment
per reciptent will increase because of the
longer period of time during which persons
retiring will have contributed to the fund.
Besides these factors. a steadily increasing
proportion of our population will be repre-
sented by persons over 65 years of age. This
change will, of course, increase the ratio of
benefit receipents to contributors and will
require higher payments into the fund if the
present echedule of benefits is maintained.
It is extremely urgent that the general public
retain its belief in the stability of the oid-
age insurance program. Freguent modifica-
tion of the contribution rates may easlly lead
to a misapprehension as to the financial in-
tegrity of the plan. There is [ittle doubt that
any alteration in the present program will
require compensatory actlon in succeeding
years, which may egeriously undermine public
confidence in the whole program.

In 1939 we departed temporarily from the
original schedule of contributions. We all
reccgnized that by departing tempcrarily
from the contribution schedule, the financial
provision of the program would be rendered
even lcss adequate. However, after consid-
ering all the relevant facts and with a sub-
stantial furtner. recovery in prospect, the
Congress accepted the additional risks.
Throughout the discussion of the 1939 leg-
islation, it was taken for granted that ‘be
original schedule of contributions would be
adhered to tn 1843.

Today employment. wages, and national in-
come sre.at record levels—at levels far in ex-
cess of anything experienced in the past. If
we depart once g£gain from the original scked-
ule of contributions at a time when ability to
make these contributions is at a maximvm,
when are We going to finance the old-age' in-
surance program? Clearly, if we reduce con-

tributions below scheduled rates when we |

fear unemployment and i we also reduce con-
tributions when employment and wages are
at peak levels, a break-down of the old-age in-
surance program must follow If we depart
once again at this time from the regular
schedule of contributions, we are jeopardizing
the major element of security to which the
American worker can look forward in the une
certain years of his old age.
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PIRTINENT FACTUAL BACKGROUND

1. The 1939 amendments to the Boclal Se-
curity Act do not include any specific language
outlining the policy of Congress with respect
to the controversial problems of inancing the
old-age and survivors insurance program.
The amendments only provide that the board
of trustees of the old-age and survivors in-
surance trust fund is to “report immedtately
to the Congress whenever the board is of the
opinion that during the ensuing 5 fiscal years
the trust fund will exceed three times the
highest annual expenditures antlclpawd dur-
ing that 5-fiecal-year period * * *.

2. The foregolng provision was adopted
after testimony befcre the House Ways and
Means Committee by the Secretary of the
Treasury and by the Chairman of the Ad-
visory Council on Social Security, Prof. J.
Douglas Brown, of Princeton University.

3. It must be kept clearly tn mind that
there are of course no positively known facts
concerning the highcst annual expenditures
during the next 5 fiscal years. No com=~
plete csiimates of such expenditures will be
available until. the Third Annual Report of
the Board of Trustees is prepared. Mean-
while. the only official estimates are those
included in the Sccond Annual Report of the
Board of Trustees. These cover the fiscal
years through 1946.

4. It must be emphasized, as it 1s in the
Second Annual Report of the Board of Trus-
tees, that the estimates through 1946 are
subject to considerable matgins of error. In
part this is due to the fact that benefit pay-
ment experience under the .ct is still very
limited—benefits under the law only began
tn 1940, just about 214 years ago. In part,
also, it is due, as the board of trustees of
trust fund stated early this year, to the
tact that “business and employment condi-
tions in the near future, which will influ-
ence significantly the operations of the old-
age and survivors insurance system, un-
doubtedly will be dependent to a large degree
on the state of internatjonal affairs and the
domestic armament and war program. It is
impossible to forecast with confidence the
policies which will be pursued by both busi-
ness and Government in the future in carry-
ing out the war program—and any program
for peacetime adjustment, should peace come
within this period—nor can the effect of
these policies on pay rolls and employment
in industries covered by the insuridnce system
be predicted accurately.”

5. Subject to the limitations just men-
tioned, the expenditures estimated for the
fiscal year 1946, the highest of the 5-year
period, are $392,000.000. As of the beginning
of the b-year pericd, the size of the old-age
and survivors insurance trust fund was $2,.-
298,000,000. (As of the begilnning of the
fiscal year 1943, it was §3,227,000,000.) If the
aforementioned ‘‘unusually uncertain” estle
mate of the highest expenditures itn the 5-
fiscal-year pericd, 1942-46, 18 compared with
the size of the fund at the beginring of the
period, it is seen that the fund was slightly
over six times the estimated amount of the
expenditures (for the 1 fiscal year ending
tn 1946).
ber of potential claimants for old-age bene-
fits who have not retired primarlly be-
cause of favorable employment conditions
due to the war. If the present high level of
employment continues, it is estimated that
by July 1945 there will be over 1,000,000 work-
ers and wives who will be eligible for bene-
fits but not in receipt of benefits. If these
potentisl beneficiaries all retired from active
work by July 1945, an increase in the annual
rate of benefit payments of $300,000,000
would result. If this 8300,000,000 were added
to the estimated expenditures for 1946 the

fund at the beginning of 1942 would then be’

only slightly more than three times the high-
est annual expenditure during the b-year
period,

There are, however, 8 large num- -
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BEARING OF TIIE DATA UPGN THE QUESTION O
BASIC CONGREESIONAL POLICY

1. The recommendation of the Secretary

of the Treasury, quoted above, was stated in
terms of an eventual rescrve. Aloreover, ths
Secretary clearly cmphasized the possxbmty
that “We¢ may have for a few years * *
a reserve fund somewhat larger than would
be necessary under the standard 1 have hers
suggested. Hcwever, the early annual dis-
bursements of benefits are neither repre.
sentative nor can their amount be precisely
forecast at this time. Consequently, it may
be desirable toc anticipate a somewhat larger
contingeancy reserve during the first few years
of benefit payments.”

2. The chalrman of the Advisory Council
likewise brought out the point that the
‘three-times” standard which he propoted
was to be taken only as & rough rule thumb
which might well be disrcgarded in the
eerly years. He suggested “"tomething ke,
roughly, three times the benefit load, varying
above or below the benefit lcad, but parucu-
larly higher in the early years wken you are
uncertain as to your data.” The reference
to the uncertainty >f the data has speclal
point in view of the uncertain reliability of
the estimates of expenditures.

3. It is probable that the qualified recom-
mendations of the Secretary of tire Treasury
and of the chairman of the Advisory Council
were the reasons that the Congress adopted
no fixed rule on the subject, but merely pro-
vided for A report by the board of trustees
whenever the fund exceeded tke amount
specified,

That is the end of the statement of Dr.
Altmeyer, setting forth, it scems to me,
conservatively and fairly the objections
to the amendment of the -committee
freezing the collection of these funds as
of January 1. I think there is one thing,
in addition, that ought to be emphasized.
Dr. Altmeyer did not mention it, but it
ought to be kept in mind. In this time of
large pay rolls and large incomes, when
our national income for 1942 is estimated
at $116,000,000,000, which is about $25,-
000,000,000 more than it was for 1941, and
when the income of our people for 1943,
it is estimated, will be as high as $125.-
000,00,C00 or $130,000,600,009, it seems to
me that, in-these times when we are re-
ceiving a larger income than we have
ever received, larger than we will receive,
in all likelihood, when this war activity
shall have terminated, it is an unwise
time to provide for the suspension of the
payments required by the law into this
fund which must be accumulated for the
benefit of the beneficiaries of the social-
security system.

Mr. BROWN.
Senator yield?

Mr. BARKLEY. I shall yield to the
Senator in a moment,’

If the workers who are to be the bene=
ficiaries of this system, who are paying
their share, their one-half, not only are
willing to pay it but are protesting against
its suspension, it certainly seems to me
that we should not make the suspension
at this time for the benefit of the other
half of the equation, who do not need
the suspension any more than many of
the employees themselves who are com~
pelled to make the contribution, or as
much.

I yleld to the Senator from Michigan.
_ Mr. BROWN. The Senator has al-
ready answered one question I had ID
mind when I rose, to the effect that one-
half the contribution would be made by

Mr. President, will the
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the workers and one-half by their em-
ployers. -

Mr. BARKLEY., That is correct.

Mr. BROWN. What I desired to as-
certain principally was whether the tax
paid by the employer would be deductible
as an expense in calculating the income
tax paid by the corporation.

Mr. BARKLEY., It is deductible, as
other taxes are.

Mr. BROWN. Approximately only
ong&tenth to one-half would actually be
paid.

Mr. BARKLEY. That is true. It is
deductible, as are other taxes, on the net
income on which the corporation pays its
taxes.

Mr. BROWN. Income taxes are not
deductible.

Mr. BARKLEY. Oh, no.

Mr. BROWN. Social-security taxes
are deductible as an expense.

Mr. BARKLEY. That is correct. I
think there is nothing I can add to the
statement of Dr. Altmeyer which I have
read and commented on briefly.

For the-reasons I have stated, I hope
the amendment will not be agreed to.

Mr. VANDENBERG. Mr. President,
let there be no doubt about how this
amendment got into the bill. The Sen-
ator from Kentucky has rather sug-
gested that it slipped into the bill the
last day, when there were not very many
looking.

Mr. BARKLEY. 1did notsaythat. I
said that a number of the members of the
committee were absent. I cannot say
the result would have been different if
they had all been present. There was
present a majority of the committee, I
think 14 out of 21, to be exact. I did not
say the amendment slipped in; I did say
it got in on the last day. I did not say
it slipped in. It walked in.

Mr. VANDENBERG. It did not walk
in; it ran in.

Mr. BARKLEY. 1I think it got in un-
expectedly even to the Senator from
Michigan, who brought it up for discus-
sion, and found that there was much
support for it and that he had better
make his blitzkrieg while the *“blitzing”
was good.

Mr. VANDENBERG. The Senator is
quite correct, it did not walk in; it ran
in. The committee voted 12 to 4 in favor
of the amendment, and that represented
16 out of 21 members. If all the others
had been present and had voted in the
negative, it would still have carried; but
as a matter of fact, most of those who
were absent would have voted in the
affirmative,

Then Senator is quite correct, when I
brought the matter up in the committee
1 had no intention of pressing the amend-
ment at the time; I merely wanted to
give notice that the issue would be raised
on the floor of the Scnate, because in
my judgment it is a question of honesty
in the purposes with which we are to use
social security funds. At the moment X
merely intended to give notice that the
jssue would be raised on the floor; but so
many members of the Committee on Fi-
nance immediately’ insisted that they
wanted to vote immediately upon the
issue, all of them being adequately in-
formed-on the subject, that I did ultis
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mately, at their request and under their
pressure, submit the matter to the com-
mittee for a vote.

This amendment is not here merely on
my initiative, Mr. President, although
that inference has been given. It is here
because so many Membears of the Senate
Committee on Finance insisted upon a
vote the moment I brought the matter
up; and they voted 12 to 4.

Let us see what the issue is in very
simple language. Pay-roll taxes for old-
age benefits under the Social Security
Act are now 1 percent on employers and
1 percent on employees. By existing
statute they will increase 100 percent on
January 1, 1943, to 2 percent on em-
ployers and 2 percent on employees.

The purpose of the committee amend-
ment is to freeze the taxes at 1 percent
for just 1 year, 1943, just for the year
when the country, and particularly the
business of the country, and the workers
of the country, have to take the first im-
pact of this terrific new tax bill.

In my judgment, most of our feliow
citizens have a very meager apprecia-
tion at the moment of what this tax bill
will bring to them by way of tax burden.
When it does.reach them, they will have
to reorganize their entire personal
economic life, and for 1943, one year, the
first year of the impact of these terrific
new taxes, the committee amendment
proposes that the increase of 100 percent
in social-security taxes, in addition to
everything €lse, shall be suspended.

Now why? And is it justiied? The
able Senator fromm Kentucky says that
Dr. Altmeyer is the prime witness avail-
able on this subject, and I agree. Dr.
Altmeyer and Secretary Morgenthau will
be my two witnesses.

There are only two legitimate uses to
which the Government can put the pro-
ceeds of pay-roll taxes collected for social-
security purposes. One purpose is to pay
the current social-security benefits and
the cost of administration. The other
purpose is to create a legitimate and
essential reserve. There is noother legiti-
mate use of social-security pay-roll-tax
funds. Let us test the fund in its exist-
ing status, and in its prospective status
in 1943, against these two legitimate uses.

So far as the payment of current bene-
fits is concerned, I call the attention of
the Senate to the fact that for the fiscal
year ending June 30, 1942, the receipts
from social-security taxes amounted to
$972,000,000. That sum was collected at
the l-percent rate. Against these col-
lections the total withdrawals, or pay-
ments, were only $141,000,000. So far as
the solvency of this fund is concerned in
respect to current payments, the pay-
ments are $141,000,600 against collec-
tions of $972,600,000. So obviously, there
could be no suggestion that the pay-roll-
tax increase is necessary for the purpose
of paying current benefits.

That leaves only one other legitimate
use for these social-security taxes, and
that is the creation of a reserve. There

can be a difference of opinion as to what.

the reserve should be. The law as orig-
inally written in 1935 and 1936 was
written on the theory that social-security
old-age benefits should be backed by
what is called a full resexve, as it is
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known under old-line life {insurance.
In 1939 the Congress decided by an over-
whelming vote that a public tax-sup-
ported old-age pension system did not
require the full reserve which is neces-
sary under a private personal-premium
system of old-age benefits. So the de-
cision of the Congress in 1939 was that
this reserve fund, instead of being the
full reserve originally contemplated,
should be what we will call, for purposes
of identification, a contingent reserve.

Mr. President, who laid down the defi-
nition, in words of one syllable, of what
was a prudent and appropriate contin-
gent reserve? The gentleman who laid
it down was Mr. Morgenthau, the Secre-
tary of the Treasury. What rule did he
lay down? Testifying on March 24, 1939,
before the House Ways and Means Com-
mittee, at which timne this matter was
liquidated and settled, Mr. Morgenthau
said:

We should not accumulate a reserve fund
any larger than is necessary to protect the
system against urnforeseen declines in reve-
nues, or increases in the volume of benefit
payments.

He now becomes specific,
Specifically—

Mr. Morgenthau speaking:

Specifically, I would suggest to Congress
that it plan the financing of the old-age-in-
surance system with a view to maintaining
for use in contingencies an eventual reserve
amounting to—

These are the critical, significant words
of Mr. Morgenthau in announcing the
rule:

. amounting to not more than three times the

highest prospective annual benefits in the
ensuing 5 years. -

That is Mr. Morgenthau's rule. It was
a rule which was tentatively, at least, ap-
proved by the Congress in the act of 1939.
That is the rule under which we have pre«
sumed we were proceeding.

The memorandum just read by the able
Senator from Kentucky [Mr. BarxLEY]
from the equally able Administrator of
the Social Security Board, Dr. Altmeyer,
testifies, plainly and frankly, that this re-
serve fund today is six times the highest
anticipated benefit requirements in the
next 5 years.

In other words, Mr. President, from the
very address which has just been made
by the distinguished Senator from Ken-
tucky. and the very witness upon whom
he relies in his appeal for a defeat of the
amendment now under consideration,
comes the testimony that the reserve
fund is today twice as large as is required
under the rule announced by the Secre-
tary of the Treasury himself,

Mr. President, when we confront a sit-
uation of that kind, in fairness to the tax-
payers of the country and, particularly,
the workers of the country, who must as-
similate within the next few months the
terrific burden of the tax bill which we
are writing here this week, I submit that
as a matter of elementary prudence and
fair play they should not be required to
pay a 100-percent increase in social-se-
curity pay-roll taxes, for no other pure
pose than to needlessly swell an unneces-
sarily large reserve fund upon which Mr,
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Morgenthau c¢an rely to*sell a few War
bonds.

Mr. President, let us not have any
doubt about Dr. Altmeyer's attitude on
this subject. I, myself, sent & question-
naire to Dr. Altmeyer in September, and
I asked him a few questions. Listen,
Senators—this is the same witness who
the able Senator from Kentucky says
ought to be the controlling witness in
respect to this question. Question to Dr.
Altmeyer from me:

What pay-roll tax, on employer and em-
pioyee, 18 necessary in 1943 in order to maln-
taln & “reserve” which is “three times the
highest annual expenditure expected in the
next 5-year fiscal period?”

In other words, what pay-roll tax is
necessary in order to maintain this re-
serve at the point where the Secretary
of the Treasury says it ought to be main-
tained? What is Dr. Altmeyer’s answer?

With continuance of the conditions as-
sumed in table 3 of the trustee’s report—

And that is the normal contemplation
of what is about to happen econoniically
under the Social Security Act in 1943—
qouting Dr. Altmeyer:

If no taxes whatever—

Says Dr. Altmeyer—

If no taxes Whatever were collected in the
fiscal year 1943, the trust fund at the end of
the year would be about $3,100,000,000, which
would still be more than three times the
highest annual anticipated expenditure dur-
ing the next 5 fiscal years.

Mr. President, it is not necessary to
raise a nickel of additional taxes in order
to maintain the reserve which Mr. Mor-
genthau himself says is essential and
prudent and adequate under this system.

Mr. President, there simply can b2 no
question about the figures, and I fail to
see how there can be any question about
the conclusions to he drawn from the
figures. I even went so far as to ask Dr.

Altmeyer to contemplate these expendi-.

tures at the utter maximum to which any
possible depressed circumstances could
conceivably plague this country during
the next 5 years. I got the same answer
that the able Senator from Kentucky
just read from his memorandum. Even
if one should sink to the lowest depths
of pessimism in respect to the economic
prospectus of this country in the next
5 years, still—the able Senator from Ken-
tucky just read it himself from his own
memorandum-—still the reserve fund is
three times as large as i3 required.

Mr. President, under those circum-
stances I submit that there is not any
sense in permitting an automatic addi-
tional 100-percent increase in pay-roll
taxes to attach themselves to the em-
ployers and the employees of this country
on January 1, 1943.

It has been sald that the workers have
indicated their willingness, their desire,
to have this increase occur as originally
proposed. Mr. President, I concede that
the high spokesmen for the C. 1. O. and
for the A. F. of L. have taken that posi-
tion, and I greatly respect their spokes-
manship, although that is not controiling
with my decision in this matter; but X
wish to add that I seriously doubt whether
8 referendum among 40,000,000 workers
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themselves would produce the testimony
that they want their taxes increased 100
percent on January 1, when it obviously
is not necessary as a matter of sound
finance or as a matter of social-security
necessity.

Mr. BARKLEY. Mr. President——

The PRESIDING OFFICER (Mr.
Doxey in the chair). Does the Senator
from Michigan yield to the Senator from
Kentucky?

Mr. VANDENBERQG. 1 yield

Mr. BARKLEY. Does the Senator
think that the men for whom he is now
presuming to speak in lieu of Mr. Green
and Mr. Murray would prefer to have
their taxes increased by 200 percent on
January 1, 1944, rather than to have them
increased by 100 percent on January 1,
1943, and another 50 percent on Jan-
uary 1, 19442

Mr. VANDENBERG. No; I do not sup-
pose that they would prefer to have their
taxes increased 1,000 percent a week from
Easter, but—so what? There is no such
premise pending. )

Mr. BARKLEY. There is no proposal
to increase their tax a thousand percent
on Easter, or at Christmas, or any other
day.

Mr. VANDENBERQ. Nor is there
pending any such premise as the Senator
indicates.

Mr. BARKLEY. Let us see what the
rate of increase would be if we postpone
the increase—— '

Mr. VANDENBERG. For 1 year.

Mr. BARKLEY. For 1 year. Then
they have to pay in January 1944 the 100-
percent increase they would otherwise
have to pay this coming January, pius
the l1-percent increase due on January
1, 1944, which would be a 50-percent in-
crease, 50 my flgures are correct, that
if we postpone the increase, and they
have to pay it in January 1944, for 1943
and 1944, there would be a 200-percent
increase. '

Mr. VANDENBERG. The Senator’s
figures are perfectly fantastic, because
there is no suggestion that this is an ac-

cumulative tax, and that they have to.

pick it up next year, any more than they
are picking up this year the tax which
we postponed last year. They would be
precisely in the same status next year
with respect to these taxes as they were
this year with respect to last year’s taxes
which we put over, as the Senator re-
members, & few months ago.

Mr. BARKLEY. If the actuaries of the
social-security program are correct, that
this much money must be raised by the
end of the 5-year period, and that the
number of the beneficiaries will auto-
matically increase when we get out of
this spiral of employment and high
wages, postponement of increased pay-
ment will only mean that at some time
they will have to pay the entire amount
of money they woilld have paid gradually
cver the 5-year period. The Senator can
make whatever percentage rate he wants
to out of it, but I think the necessity for
such payment would come at a time when
probably the majority of our workers
would find it most difficult to meet any
such duplicaticn of payments as will be
necessary to create the fund which will
be needed at that time,
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Mr. VANDENBERQG. I disagree with
the Senator completely, with his inter.
pretation of the letter which he read,
to begin with, and I disagree completely
with his interpretation of the situation
which will result. There will be no accy-
mulation of taxes as the result of thig
postponement.

Mr. BARKLEY. Inother words, if we
convince the Senator against his will, he
remains of the same opinion still.

Mr. VANDENBERG. He® ce
does. He has heard nothing which re-
motely shakes it.

Mr. BARKLEY. And he could not be
shaken.

Mr. VANDENBERG. Yes; he could,
He has heard from Dr. Altmeyer in g
far different fashion than the memg.
randum which the Sznator from Ken-
tucky read, in which Dr. Altmeyer said
that the reserve at tills moment is six
times the necessities of the highest an-
nual benefit requirement in the next 5
years, when the official rule of the Gov-
ernment is that three times the reserve
is all that {s necessary.

Mr. President, the distinguished Pres-
ident of the United States sent a letter
to the Senate this morning through the
able Senator from Georgia {Mr. GEoRcE)
on this subject. I wish to refer to the
President’s letter. He asked for & re-
jection of the amendment. Anything
which the President of the United States
chooses to say tc us is entitled to highly
respectful hospitality. Certainly I shall
treat his comment in this spirit. But
the pending decision isfor the Senate and
for the House to make. The President’s
turn in the legislative procesa comes
later. Furthermore, I am forced
squarely to challenge the Presidential as-
sertions and conclusions in his letter, and
I point out that the letter lacks a single
sustaining fact to support its adverse
comments.

The President says:

This amendment is causing considerable
concern to many persons insured under the
old-age and survivors insurance system.

My answer is that if any such fears
have been aroused they do not flow from
the amendment itself, but from the un-
supported statements of the President
and his Secretary of the Treasury re-
garding an alleged hazard which does
not exist. The hazard totally disappears
in the presence of figures and facts in
my humble and very respectful opinion,
and that may be the reason why figures
and facts are so conspicuous by their ab--
sence in these distressing and disturbing
statements in high places.

I am constrained to observe that this
is another instance where a very famous
Presidential epigram acutely applies:

The only thing we need to fear is fear
itself. ’

1 add this observation, Mr. President,
with great earnestness: If there is any
legitimate ground for fear respecting the
integrity of the social-security system, it
does not flow from an effort to hold pay-
roll taxes within the limits necessary to
finance existing social-security benefits.
No; but it flows from any effort to use
the social security taxing function fot
any ulterior or collateral purpose, and
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that exact thing is what the defeat of
this amend_ment would do.

The President says in his letter:

In 1939 we departed temporarily from the
original schedule ¢t contributions, with the
understanding that the original schedule
would be resumed on January 1, 1943.

Again with great respect, I suggest that
someone has misinformed the President
about what happened in 1939. We did
not depart temporarily from the original
law at that time. We deliberately and
consciously chanzed the whole basis of
contributions, We departed perma-
nently from the old system of full re-
serves, a system which would have cli-
maxed in the Gargantuan and fantastic
reserve of $49,000,000,000 in 1980. We
accepted the recommendations of an im-
partial commission of independent ex-
perts, who concluded that a public tax-
supported system of old-age benefits
does not require the full reserves which
would be necessary in a private, pre-
mium-supported system. We—and by
“we” I mean Congress—departed perma-
nently from the original system, which
represented needless pay-roll tax bur-
dens, and went permanently to a pay-as-
You-go system, with only contingent re-
serves. That is a cardinal fact never to
be overlooked in this controversy. Failure
to appreciate this fact could easily lead
one into the error which I respectfully
suggest lies at the base of the President’s
letter. The Senate should not embrace
& similar error.

In 1939 we abandoned full reserves and,
for sound reasons, and upon the best
available expert advice that could be
mobilized from all sections of the United
States, went to a basis of contingent
reserves. Secretary of the Treasury
Morgenthau, speaking for the President’s
administration, laid down the prudent
rule which should measure the validity of
such contingent reserves. Ihave already
laid it before the Senate. Under that
rule this amendment is not only justified;
it is required. Otherwise, using Presi-
dential language, the thing we shall de-
part from is the rule of conduct laid down
by Congress itself in 1939. In other
words, it is the President, and not I, who
becomes the great departer under these
circumstances.

The President says that—
this is the time t0 strengthen, not to
weaken, the Social Security System.

I agree, Mr. President; but I suggest
that nothing would more greatly weaken
the Social Security System than to permit
its taxing function, in the first great
emergency it has ever faced, to be util-
ized for something more than or differ-
ent ifrom the social-security benefits
which the pay-roll taxes are presumed
to buy. In my view the only purpose to
be served by increased pay-roll taxes
next January is to create a super-surplus
not required for the payment of social-
security and old-age benefits under the
1939 program, but solely to create an au-
tomatic market for the sale of about
$1,000,000,000 more of War bonds. The
Secretary of the Treasury practically ac-
knowledged that Proposition in simple
language in the press announcement
which he released the other day.
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God knows, I recognize the need for
uch a market for War bonds, many times
over; but the financing of war bonds is
the obligation of our whole people, and
not merely the obligation of our work-
ers and employers, who are under the
Social Security System. The War bond
program must be adequate and compre-
hensive, far more so than contemplated
by any fiscal program yet submitted to
Congress, either by the President or by
his Secretary of the Treasury. To use
the social-security reserves in this con-
nection, however, is to strain at a gnat
and swallow a camel. To use social-se-
curity reserves for any collateral purpose
other than social-security benefits is to
“weaken the Social Security System” at a
vital spot. I respectfully suggest that
the President’s phrase unwittingly de-
fines his objectives, and not mine, in re-
spect to this controversy.

The President says he proposes—
to submit a comprehensive program for ex-
panding and extending the whole Sccial Se-
curity System.

A program which will require—
further increase in rates of contribution.

Well and good. Mark me well. When
Congress expands social-security bene-
fits—and they should be expanded in
many instances—it will be time enough
to increase pay-roll taxes to equalize the
cost. I will support such increases under
such circumstances; but this is wholly
beside the present point. Any reference
to .the expansion of the Social Security
System itself, and the increase in bene-
fits, is merely a red herring across the
trail.

The present point is that the pending
amendment says that pay-roll taxes
shall not be increased unless and until it
is necessary to create a larger revenue to
pay larger benefits. That can be done
any time in 1943, if and when Congress
extends and expands the benefits, re-
gardless of the action taken today on the
pending amendment. Today’s action
simply decides whether the taxes shall
needlessly go up before the benefits rise
in proportion. That is the issue in a
nutshell

Mr. President, I wish to submit one
further fact. I shall not labor the point
further with the Senate. I could present
testimony ad infinitum, from the best
social-security sources in this country,
that the collateral use of needless social-
security revenues is the most serious pos-
sible assault that could be made upon the
integrity and perpetuity of the social-
security fund. The greatest authority of
all upon this subject is the social-security
organization in New York City known as
the American Association for Social Se-
curity, which was operated for many
years by Mr. Abraham Epstein, who re-
cently died—an association which has
bitterly condemned, from the very mo-
ment Secretary Morgenthau first pro-
posed the use of social-security taxes in
this fashion, any such diversion of the
taxing function. .

Mr. President, I said I wishad to refer
to one further fact. The social-security
pay-roll taxes which will be eollected in
1943, at 1 percent, leaving the rate where
it is-at this moment, will be equal to the
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taxes which Dr. Altmeyer and his board
estimated 3 years 2go they could collect
in 1943 at 2 percent on employers and
employees alike.

In other words, when we maintain and
freeze the rate where it is, we still are
producing the revenue which the Social
Security Board itself prophesied would
reguire a 2-percent tax in 1543 to obtain.

Mr. President, I leave the issue with the
Senate. I shall be quite content, of
course, with the verdict. I submit that
protection of the tax function of the
Social Security System is vital to the
maintenance of the social-security prin-
ciple; and I submit that in the face of
the tremendous $8,000,000,000 burden
which we are now placing on the Ameri-
can people, it would be not only senseless,
but utterly crude, to add a needless
further burden of a 100-percent increase
in social-security pay-roll taxes, which,
under the definitions of the Secretary of
the Treasury himself, is not necessary
either to the functioning or the solvency
of the fund.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the committee
amendment on page 574, after line 22.

Mr. VANDENBERG. I ask for the yeas
and nays.

The yeas and nays were ordered.

Mr. TAFT. Mr. President, a parlia-
mentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. TAFT. As I understand, a vote of
“yea” is a vote to keep the committee
amendment in the bill, and freeze the
social-security taxes.

The PRESIDING OFFICER. That is
correct.

The clerk will call the roll.

The Chief Clerk proceeded to call the
roll.

Mr. REED (when his name was called).
I have a general pair with the senior Sen-
ator from New York [Mr. WaGNErR]. On
this vote I transfer that pair to the junior
Senator from New Hampshire {Mr.
Tosey], and will vote. Ivote “yea.”

Mr. THOMAS of Utah (when his name
was called). ' I have a general pair with
the senior Senator from New Hampshire
[Mr. Bripces]. Itransfer that pair to the
senior Senator from Rhode Island [Mr.
GRreen], who I am informed, if present,
would vote “nay.” Ivote“nay.”

The roll call was concluded.

Mr. RADCLIFFE. The senior Senator
from Maryland {Mr. Ty¥bpINGS] is una-
voidably absent. Were he present, his
vote would be “yea.”

Mr. BYRD. My colleague the senior
Senator from Virginia [Mr. Grass] is de-
tained from the Senate on account of
illness. Were he present he wculd vote
llyea.”

Mr. HILL. I announce that the Sen-
ator from Delaware [Mr. HUGHES] is ab-
sent from the Senate because of illness,

The Seznator from Florida {Mr. AN-
pREWS], the Senator from Idaho {Mr.
Crark], the Senator from Rhode Island
{Mr. GREEN], the Senator from Georgia
[Mr. RossrLLl, the Senator from New
Jersey [Mr. SMATHERS], and the Senator
from New York [Mr. WAGNER] are neces=
sarily absent.
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I am advised that, if present and vot-
ing, the Senator from Rhode Island [Mr.
GREEN], the Scnator from New Jersey
[Mr. SmaTHERS], and the Senator from
New York [Mr. WaeNEr] would vote
“nay."

Mr. McNARY. The Senators from
New Hampshire [Mr. Bripges and Mr.
ToBEY] are nhecessarily absent. Thelr
pairs have been announced. Both 8en-
ators would vote “yea,” if present.

The result was announced—yeas B9,
nays 35, as follows:

YEAS—50
Alken George Reed
Austin Gerry Roster
Balley Gillette Schwartz
Ball Guffey Shipstead
Barbour Gurney Smith
Brewster Herring Spencer
Brooks Holman Taft
Bulow Johnson, Calif. Thomas, Idaho
Burton Johnson, Colo. Truman
Butler Kilgore Vandenberg
Byrd Lodse Van Nuys
Capper McNary Walsh
Chavez Millikin Wheeler
Clark. Mo, Nye White
Connally O'Dantel Wiley
Dangher O’Mahoney Willis
Davis Radclifle

NAYS—35
Bankhead Hayden Murdock
Barkley Hil- ¥ Murray
Bilbo La Follette Norris
Bone Langer Overton
Brown Lee. Pepper
Bunker Lucag.. Reynolds
Caraway McCarran Stewart
Chandler McFarland ‘Thomas, Okla.
Downey McKellar Thomas, Utah
Doxey Maloney Tunnell
Ellender Maybank Wallgren
Hatch Mead

NoT VOTING—11

Andrews Green Tobey
RBridges Hughes Tydings
Clark. Idaho Russell ‘Waghner
Glass Smathers

So the committee amendment was
agreed to.

R
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The PRESIDING OFFICER. The
question is, Shall the bill pass?

Mr. BARKLEY and several other
Senators c.sked for the yeas and nays.

The yeas and nays were ordered, and
th’ei Chief Clerk proceeded to call the
roll.

Mr. PEPPER (when Mr. ANDREWS’
name was called). The senior Senator
from Florida [Mr. ANprEwWs] Is neces-
sarfly absent in Florida. If present, he
would vote “yea.”

The roll call was concluded.

Mr. GERRY. I announce that the
junior Senator from Virginia (Mr.
Byrp] is unavoidably absent. If pres-
ent, he would vote “yea.”

Mr. MEAD. My colleague the senior
Senator from New York [Mr. WaGNER] is
unavoidably absent. If he were present
he would vote “yea.”

Mr. HILL. I announce that the Sena-
tor from Virginia [Mr. Grassl, and the
Senator from Delaware {Mr. HUGHES]
are absent because of illness.

The Senator from Rhode Island (Mr.
GREEN], the Senator from New Jersey
{Mr. SMATHERS], the Senator from Mon-
tana [Mr. WHEELER], are necessarily ab-
sent.

I am advised that if present and vot-
ing the Senators I have named would
vote “yea.”

The Senator from Nevada [Mr. Mc-
CarraN] is detained in a confercnce at
the Treasury Department. If present he
would vote “yea.”

The Senator from California [Mr.
Downegy], the Senator from Iowa [Mr.
GILLETTE], and the Senator from Geor-
gia [Mr. RusseLL] are necessarily absent.

Mr. MURDOCK. The senjor Senator
from Utah [Mr. THoaas] is unavoidably
absent from the Senate at this time. I
am advised that if he were present he
would vote “yeqa.”

Mr. McNARY. I announce that the
Senator from Vermont [Mr. AusTIN],
the Scnator from New Hampshire [Mr.
Bripces], the Senator from North Da-
kota [Mr. NYEl, the Senator from Kan-
sas [Mr. REED], the Senator from New
Hampshire [Mr. ToseY], and the Sena-
tor from Indiana [Mr. WiLLIS] are nec-
essarily absent. I am informed that if
present and voting these Senators would

all vote “yea.”

The result was announced—yeas 77,
nays 0, as follows:

YEAS—T7

Afken George Norris
Batley Gerry OQ'Dantel
Ball Guffey O’Mahoney
Bankhead Gurney Overton
Barbour Hatch Pepper
Barkley Hayden Radcliffe
Bilbo Herring Reynolds
Bone Hill Rosier
Brewster Ho!man Schwartz
Brooks Johnson, Catif. Shipstead
Brown Johneon, Colo. Smith
Bulow Ktlgore Spencer
Bunker La Follette Stewart
Burton Langer Taft
Butler Lee ‘Thcmas. Idaho
Capper Lodge ‘Thomas, Okla.
Caraway Lucas Truman
Chandler McFarland ‘Tunnell
Chaves MecKellar Tydings
Clark, Idaho McNary Vandenberg
Clark, Mo. Maloney Van Nuys
Connally Mz2ybank Valigren
Danaher Mead Walsh
Davis Millikin ‘White
Doxey Murdcck Wiley
Ellender Murray

NOT VOTING—19
Andrews Green Thcmas, Utah
Austin Hughes ‘Tobey
Bridges McCarran Wagner
Byrd Nya2 Wheeler
Downey Read Willis
Gillette Russell
Glass Smathers

So the bill H. R. 7378 was passed.

Mr. GEORGE. I move that the Scn-
ate insist upon its amendments, request
a conference with the House thereon,
and that the Chair appoint the conferees
on the part of the Senate.

The motion was agreed to; and the
Presiding Officer appointed Mr. GEORGE,
Mr. WALSH, Mr. BARKLEY, Mr. CONNALLY,
Mr. La FoLLETTE, Mr. CapPER, and Mr.
VANDENBERG conferees on the part of the
Senate.

Mr. GEORGE. Mr. President, I ask
unanimous consent that the bill be
printed with the amendments numbered.

The PRESIDING OFFICER. Without
objection, it is so ordered.

8063



= H. R, 7378

IN THE SENATE OF THE UNITED STATES

Ocroper 10 (legislative day, Ocroser 5), 1942
Ordered to be printed with the amendments of the Senate numbered

AN ACT

To provide revenue, and for other purposes.
1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That (a) SworT TrirrLE.—This Act, divided into titles
4 and sections according to the following Table of Contents,

5 may be cited as the “Revenue Act of 1942”:



13
14
15
16
17
18
19

21

23

584

e

(O0DTITLE VII—SOCIAL SECURITY TAXES
SEC. 701. AUTOMATIC INCREASE IN 1943 RATE NOT TO APPLY.
(a) Clauses (1) and (2) of section 1400 of the Federal
Insurance Contributions Act (Internal Revenue Code, sec.
1400) are amended to read as follows:

“(1) With respect to wages received during the cal-
endar years 1939, 1940, 1941, 1942, and 1943, the rate
shall be 1 per centum.

“(2) With respect to wages received during the cal-
endar years 1944 and 1945, the rate shall be 2 'per

centum.”

(b) Clauses (1) and (2) of section 1410 of such Act
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585
(Internal Revenue Code, sec. 1410) are amended to read as
follows:

“(1) With respect to wages paid during the calendar
years 1939, 1940, 1941, 1942, and 1943, the rate shall
be 1 per centum.

“02) Wuth respect to wages paid during the calen-

dar years 1944 and 1945, the rate shall be 2 per centum.”
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AN ACT

To provide revenue, and for other purposes.

IN THE SENATE oF THE UNITED STATES

Octoser 10 (legislative day, Ocroner §5), 1042

Ordered to be printed with the amendments of the
Senate numbered
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MESSAGE FROM THE SENATE

A message from the Senate, by Mr.
Frazier, its legislative clerk, announced
that the Senate had passed, with amend-
ments in which the concurrence of the

8065

House is requested, a bill of the House
of the following title:

H.R.7378. An act to provide revenue, and
for other purposes.

The message also announced that the
Senate insists upon its amendments to
the foregoing bill, requests a conference
with the House on the disagreeing votes
of the two Houses thereon, and appoints
Mr. GEORGE, Mr. WaLsH, MR. BARKLEY, Mr.
CoNNALLY, Mr. La FOLLETTE, Mr, CAPPER,
and Mr. VANDENBERG to be the conferees
on the part of the Senate.

THE REVENUE ACT OF 1942

Mr. DOUGHTON. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the bill (H. R. 7378) to
provide revenue and for other purposes,
with Senate amendments, disagree {o the
Senate amendments and agree to the
conference requested by the Senate.

The Clerk read the title of the hill.

The SPEAKER. Is there objection to
the request of the gentleman from North
Carolina?

Mr. MARTIN of Massachusetts. Mr.
Speaker, reserving the right to object, I
would like to ask the distinguished chair-
man of this great Committee on Ways
and Means when he expects to have the
conference report back to the House?



8066 CONGRESSIONAL RECORD—HOUSE OCTOBER 12

Mr. DOUGHTON. I would say to the
distinguished minority leader that is a
rather difficult question to answer, We
expect to get it back just as early as is
humanly possible. We hope to do it this
week, but I cannot give the gentleman
any such assurance.

Mr. MARTIN of Massachusetts. The
gentleman is going to try to get it back
as quickly as possible? :

Mr. DOUGHTON. Absolutely. All this
talk about the bill not being brought
up until after the elections, as far as the
chairman of this committee knows, is all
bunk. It is our purpose to expedite it as
much as is humanly, reasonably possible.

Mr. MARTIN of Massachusetts. I am
sure, as far as the House is concerned,
there has been no effort to delay the
passage of this bill.

The SPEAKER. Is there objection to
the request of the geantleman from North
Carolina [Mr. DoucHTON]? [After a
pause.] The Chair hears none and ap-
points the following conferees: Mr.
DovucuTOoN, Mr, CULLEN, Mr. COOPER, Mr.
BoeHNE, Mr. TReapway, Mr, KNUTSON,
and Mr. Reep of New York.
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THE REVENUE BILL, 1942

The SPEAKER. The Chair desires to
recognize the gentleman from North
Carolina [Mr. DoucnroN]l to submit &
unanimous consent request.

Mr. DOUGHTON. Mr. Speaker, by
request of my colleague the gentleman
from New York [Mr. CuLLEN] a member
of the Ways and Means Committee, I ask
unanimous consent that he may ke exX-
cused from serving as one of the con-
ferees on the tax bill.

The SPEAKER. Is there objection to
the request of the gentleman from North
Carolina. [After & pause.] The Chair
hears none and appoints the gentieman
from Oklahoma {Mr. DisnEY] to serve-as
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& member of the conference on the part
of the House.
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MESSAGE FROM THE HOUSE

The message also announced that the
House had disagreed to the amend-
ments of the Senate to the bill (H. R.
7378) to provide revenue, and for
other purposes, agreed to the conference
asked by the S8enate on the disagreeing
votes of the two Houses thereon, and
that Mr. DoucHTOoN, Mr. COOPER, Mr.
BoEHNE, Mr, Di1sNEY, Mr. TREADWAY, Mr.
KNUTSON, and Mr. REED of New York were
appointed managers on the part of the
House at the conference.
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REVENUE ACT OF 1942

OcTosER 19, 1942.—Ordered to he printed

Mr. DoucrroN, from the committee of conference; submitted the
-following

CONFERENCE REPORT
{To accompany H. R. 7378]

The -committee of: conference on the disagrecing votes of the' two
Housés on the amendments of the Senate to the bill (H, R. 7378) to
provide revenue, and for other purposes, having met, after full and free
conference, have agreed to recommend and do recommend to their re-
spective Houses as follows; ~

That the Senate recede from its amendments numbered 76, 114, 216,
24% 387, 388, 389, 392, 400, 407, 414, 415, 432, 436, 461, 484 492
and 501,

That the House recede from its disagreement to the amendments of
the Senate numbered 1, 2,3, 4, 5,7, 8,9, 10, 11, 12, 13, 15, 16, 17,.18,
19, 20, 21, 22, 23, 24, 25 26 27 28 29 30 31 32 33 35, 36, 37 38
39 40 41 42 43 44 45 47 48 49 50, 51 52 53 54 55 56 57 58
59 60 61 62 63 64 65, 66 67 68, 69, 72 73 74 75 79, 80 82 84
85 87 89 90 91, 94, 95 96 97 98 9“ 100 101 102 108 109 113
118 119 120 121 122 123 126 128 1”9 132 133 134 135 136 138
139 140 141, 142 143, 144 145 146 148 149 150, 151, 102 153 154,
155 156 157 158 162, 164, 165, 166, 167, 168, 169 140 171, 172 173
174 175,176, 177 180, 182, 183 184, 1&6 187 188 189 190 191 192,
193 194 195 196 198, 199, 200,201 202, 207, 209, 210 211, 212 213
°l4 218 222 223 225, 226 227, 228, 2”9 230 231,232, 233 235 236
237 238, 239 240, 241, 244, 245, 246, 247, 248, 249 250, 201 252 253,
954 255 256 257, 258 259, 260, 261, 202 263, 264, 265 266 267 268
269 270 271 272 274, 275, 276 °77 218 279 280, 281, 282 283 284
285 286, 287 288 289 292, 293 294 290 297, 298 299 300 301 302
303 304, 305 306, 307 308 310, 311, 312, 313 314 315 316 317 318
319 320 321 322 323, 324 326, 327 398 329 330 331 332 333 334
335 336 337 338 339 340 341 342, 343 344 345 346 347 348 349
350 351 352 353 354, 355 306 357 3)8 359 360 361 362 363 364
365 366 367, 368,369 370 371, 372,373 374 375 376 377 378 379,
380 381, 382 383, 384, 390, 393 394, 395, 396 397 398 401, 403, 404
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405, 4006, 408; 409, 410,411,412, 413, 416, 417, 419, 420, 421, 422, 423,
424 425, 426, 427, 428, 429 430 431, 433 434, 437 439, 440 441 442
44'1 444, 445, 446, 447 450, 451, 402 453, 454, 455, 456 457, 458 462,
463, 464, 465, 466, 467 468,469, 470,471, 472, 473 475 476 477 47S
479, 480, 481, 482, 483 485, 86, 487, 488 48a,19v, m,493 -,9-,, 493,
496, and 502, a.nd agree to the same.
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terence, have agreed to recommend and do
recommend to their respective Houses as fol-
lows:

That the Senate recede from its amend-
ments numbered 76, 114, 216, 243, 387, 388,
880, 392, 400 407, 414, 415, 432, 436, 461, 484,
493, and 601.

That the House recede from its disagree-
ment to the amendments of the Senate num-
bered 1, 2, 8, 4, 5, 7, 8, 9, 10, 11, 12, 13, 15, 16,
17, 18, 19, 20, 21, 22, 23, 24, 26, 26, 27, 28, 29,
30, 31, 32, 83, 35, 36, 37, 38, 39, 40, 41, 43, 43, 44,
45, 47, 48, 49, 50, 51, 63, 53, 64, 65, 66, 67, 58,
59, 60, 61, 62, 63, 64, 65, 66, 67, 68, 69, 72, 13,
74, 75, 19, 80, 82, 84, 86, 87, 89, 90, 91, 04, 85,
06, 97, 98, 99, 100, 101, 102, 108, 109, 118, 118,
119, 120, 121, 122, 128, 126, 128, 129, 183, 183,
134, 135, 136, 138, 139, 140, 141, 143, 143, 144,
145, 146, 148, 149, 160, 151, 163, 1563, 154, 166,
156, 157, 158, 162, 164, 165, 166, 167, 168, 1689,
170, 171, 173, 178, 174, 175, 176, 177, 180, 183,
183, 184, 186, 187, 188, 189, 190, 191, 102, 183,
104, 195, 196, 198, 199, 200, 201, 203, 307, 209,
210, 211, 212, 213, 214, 218, 222, 223, 325, 226,
227, 228, 229, 230, 231, 283, 233, 336, 236, 237,
238, 239, 240, 241, 244, 245, 246, 347, 248, 249,
250, 251, 252, 253, 2564, 355, 256, 257, 268, 250,
260, 261, 262, 263, 264, 265, 266, 267, 268, 269,
270, 271, 272, 274, 276, 276, 277, 278, 279, 280.
281, 282, 283, 284, 285, 286, 287, 288, 289, 202,
203, 294, 205, 207, 208, 200, 800, 801, 802, 303,
304, 305, 306, 307, 308, 810, 811, 313, 918, 814,
316, 816, 317, 318, 319, 320, 321, 323, 323, 324,
326, 327, 328, 329, 330, 331, 833, 333, 934, 335,
336, 337, 338, 339, 340, 341, 342, 343, 944, 845,
346, 347, 348, 349, 350, 361, 853, 353, 354, 365,
856, 357, 358, 359, 360, 361, 3632, 363, 364, 365,
366, 367, 368, 369, 870, 371, 872, 373, 374, 376,
876, 3877, 878, 379, 380, 381, 382, 383, 384, 380,
303, 394, 395. 396, 397, 398, 401, 403, 404. 405,
406, 408, 409, 410, 411, 412, 413, 414, 417, 4190,
4320, 421, 422, 423, 424, 426, 426, 427, 428, 429,
430, 481, 433, 434, 437, 439, 440, 441, 442, 443,
444, 445, 446, 447, 460, 451, 463, 453, 454, 465,
456, 457, 458, 462, 463, 464, 465, 460, 447, 468,
460, 470, 471, 473, 473, 476, 476, 477, 478, 479,
480, 481, 482, 483, 485, 486, 487, 488, 480, 480,
401, 493, 494, 495, 496, and 503, and agree to
the same.

EXKXX

CONFERENCE REPORT ON THE REVENUE
BILL

Mr. DOUGHTON. Mr. Spesaker, I calt
up the conference report on the bill
(H. R. 7378) to provide revenue, and for
other purposes, and ask unanimous con-
sent that the statement may be read in
lieu of the report.

The SPEAKER. Is there ohjection to
the request of the gentleman from
North Carolina?

There was no objection.

The Clerk read the statement.

The conference report and statement
are as follows:

CONFERENCE REPORT
The committee of conference on the dis-
agreeing votes of the two Housea on the
amendments of the Senate to the bill (H. R.
7878) to provide revenue, and for other pure
poses, having met, after full and free con-
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Amendment No. 502: This amendment
postpones the increase in the rates of tax im-
posed by the Federal Insurance Contritutions
Act by providing that the 1 percent rate shall
remain effective through the calendar year
1943, and that the 2 percent rate shall apply
to wages paid and received during the calen-
dar years 1844 and 1945. The House secedes.

KRHRHK



1942

CONGRESSIONAL RECORD—HOUSE 8469

HHHHX

Mr. TREADWAY. So would I. I
think the Secretary of the Treasury chose
a rather poor time to broach that. I
think it is unfortunate that he tock oc-
casion to say that he wanted another tax
bill just at the time when we are finish-
ing the present one. Even bzfore we had
finished the bill, he told us what he
wanted us to do in the next one. I think
that was a rather unfortunate time to
announce such a thing.

R
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Of general interest is the action of the
conference committee in adopting the
Senate amendment providing for the
freezing of the present l-percent rate
under the social-security pay-roll tax for
another year. Under existing law, it
would automatically increase to 2 per=
cent on both employers and employees
on January 1 next. - Under the present
1-percent rate, the reserves are already
twice the amount contemplated by Con-
gress, and they will continue to increase
with the expansion of pay rolls. Since
the pay-roll taxes are only intended to
meet the needs of the Soocial Security
System, and are not for general revenue
purposes, there Is no justification for ex-
acting an additional 1 percent from both
employers and employees at this time.
I am personally very much opposed to
using social security taxes for other than
social security purposes, and for that rea-
son am very much in sympathy with the
amendment freezing the present rate for
another year. The matter can be reex-
amined later in the light of conditions
then existing.

KK KKK
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The SPEAKER. All time has expired

Mr. DOUGHTON. Mr. Speaker, I
move the previous question on the adop-
tion of the conference report.

The previous question was ordered,

The SPEAKER. The question is on
agreeing to the conference report.

The question was taken; and on a divi-
sion (demanded by Mr. PaTMAN) there
were—ayes 130, noes 2,

; So the conference report was agreed
0.

A motion to reconsider was laid on the

table.
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MESSAGE FROM THE HCUSE

The message further announced that
the House had agreed to the report of the
committee of conference on the disagree-
ing votes of the two Houses on the
amendments of the Senate to the hill
(H. R. 7378) to provide revenue, and for
other purposes.
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REVENUE ACT OF 1942—CONFERENCE
REPORT

Mr. GEORGE. Mr. President, I wish
to present and have considered the con-
ference report on House bill 7378, the tax
bill, but before taking it up I suggest the
absence of a quorum,

The PRESIDING OFFICER, The
clerk will call the roll.

The Chief Clerk called the roll, and the
following Senators answered to their
names:

Alken Gerry Pepper
Andrews Gillette Radclifte
Austin Green Reed
Balley Guffey Reynolds
Ball Gurney Rosier
Barbour Hatch Russell
Barkley Hayden Schwartz
Bilbo Hil Bhipstead
Bone Johnson, Callt Bmatherg
Brewster Kilgore Spencer
Bulow La Follette ‘Thomaes, Jdaho
Bunker Langer ‘Thomas, Okla.
Burton Lee Thomas, Utah
Butler McFarland ‘Tobey
Capper McKellar Tunnell
Caraway McNary Tydings
Chandler Maloney Vandenberg
Chavez Maybank Van Nuys
Connally Mead ‘Wagner
Danaher Murdock ‘Wallgren
Davis Norris ‘Walsh
Downey Nye Wheeler
Doxey O’Daniel Wiley
Ellender O’Mahoney willis
George Overton

The PRESIDING OFFICER. Bev-

enty-four Senators have answered to
their names. A quorum s preSent,

Mr. GEORGE submitted the following
report:

The committee of conference on the dia~
agreeing votes of the two Houses on the
amendments of the Senate to the bill (H. R.
7378) to provide revenue, and for other pur~
poses, having met, after full and free con-
ference, have agreed to recommend and do
recommend to their respective Houses as fol-
lows:

That the Senate recede from its amend-
ments numbered 76, 114, 216, 243, 387, 388,
389, 392, 400, 407, 414, 415, 432: 438, 461, 484,
402, and 501.

That the House recede from its disagree-
ment to the amendments of the S8enate num-
bered 1, 2, 8, 4, 5, 7, 8, 9, 10, 11, 12, 13, 15, 186,
17, 18, 10, 20, 21, 22, 23, 24, 25, 26, 27, 28, 20,
30, 81, 32, 33, 3536873839404142434&
45, 47, 48, 49, 50, b1, 53, 53, 54, 66, b6, 67, B8,
59, €0, 61, 62, 63, 64, 66, 68, 67, 68, 69, 72, T3,
74. 75, 79, 80, 82, 84, 85, 87, 89, 90, 81, 94 05,
96, 97, 98, 99, 100, 101, 102, 108, 108, 113, 118.
119, 120, 121, 122, 123, 126, 128, 129, 183, 133,
134, 135, 136, 138, 139, 140, 141, 142, 143, 144,
145, 146, 148, 149, 150, 151, 1562, 153, 164, 155,
156, 167, 158, 162, 164, 165, 166, 167, 168, 169,
170, 171, 172, 173, 174, 175, 176, 171, 180, 182,
183, 184, 186, 187, 188, 180, 160, 101, 162, 103,
194, 105, 196, 198, 199, 200, 201, 202, 207, 209,
210, 211, 212, 213, 214, 218, 222, 223, 226, 226,
207, 228, 229, 230, 231, 232, 233, 235, 236, 237,
238, 230, 240, 241, 244, 245, 246, 247, 248, 240,
250, 261, 262, 253, 254, 255, 256, 257, 268, 289,
280, 261, 262, 263, 264, 265, 266, 267, 268, 269,
270, 271, 272, 274, 275, 276, 277, 278, 278, 280,
281, 282, 283, 284, 285, 286, 287, 288, 280, 202,
293, 204, 205, 297, 208, 299, 300, 301, 302, 808,
304, 305, 306, 307, 308, 310, 811, 812, 813, 314,
315, 316, 817, 318, 319, 320, 321, 822, 323, 824,
326, 327, 328, 329, 330, 331, 332, 833, 334, 835,
336, 337, 338, 330, 340, 341, 342, 343, 344, 345,
348, 347, 348, 349, 350, 351, 362, 353, 354, 355,
356, 357, 368, 359, 360, 861, 362, 363, 364, 365,
366, 367 368, 369, 870, 371, 373, 873, 374, 875,
376, 377, 878, 370, 380, 381, 382, 883, 384, 890,
393, 394, 395, 396, 307, 398, 401, 408, 404 406,
408, 408, 409, 410, 411, 412, 418, 416, 417, 419,
420, 431, 422, 423, 424, 425, 426, 427, 428, 429,

CONGRESSIONAL RECORD—SENATE

430, 431, 433, 434, 437, 438, 440, 441, 442, 443,
444, 445, 446, 447, 450, 451, 462, 453, 4564, 455,
456, 457, 458, 462, 463, 464, 405, 466, 467, 488,
460, 470, 471, 472, 473, 475, 478, 477, 474, 479,
480, 481, 482, 483, 485, 486, 487, 438, 480, 480,
401, 493, 404, 495, 496, and 502, and agyree to
the same.
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The PRESIDING OFFICER. Is there
objection to the present consideration of
the conference report?

There being no objection, the Senate
proceeded to consider the report.

Mr. GEORGE. Mr. President, I pro-
pose to make only a brief statement with
respect to some of the material things
which were done in conference.

HH KW KK %
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The Senate provisions relating to the
freezing of soccial-security taxes were
agreed to by the House, as well as the
amendments offered by the senior Sen-
ator from Massachusetts [Mr. WaLsul,
as chairman of the subcommittee, relat-
ing to the renegotiation of contracts.

WA T3¢
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The PRESIDING OFFICER. The
question is on agreeing to the confer-

ence report.
The report was agreed to.
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[CaHAPTER 619—2D SEssION]
{H. R. 7378]
AN ACT

To provide revenue, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) SHoORT
Trrue—This Act, divided into titles and sections according to the

follo,v;ving Table of Contents, may be cited as the “Revenue Act of
19427

TABLE OF CONTENTS

[In the following table, a section number following the title of a
section of this Act indicates the provision of the Internal Revenue
Code to which such section of this Act makes the principal amend-
ment. ]

Trrie I—INprvipuar AND CorporaTioON INcoME Taxes
PART I—AMENDMENTS TO CHAPTER 1

Sec. 101. Taxable years to which amendments applicable.

Sec. 102. Normal tax on individuals (sec. 11).

Sec.103. Surtax on individuals (sec. 12 (b)).

Sec. 104. Optional tax on individuals with gross income from certain sources of
$3,000 or less (sec. 400).

Sec. 105. Tax on corporations (sec. 15).

Sec.106. Tax on nonresident alien individuals (sec. 211).

Sec.107. Tax on foreign corporations (sec. 231 (a)).

Sec. 108. Withholding of tax at source (secs. 143 and 144).

Sec. 109. Treaty obligations.

Sec.110. Transfers of life insurance contracts, ete. (sec. 22 (b) (2)).

Sec. 111. Income r?:c,’eived from estates, etc., under gifts, bequests, etc. (see.
22 (b) (3)).

Sec.112. Amendments to conform Internal Revenue Code with Public Debt Act
of 1941 (sec. 22 (b) (4)).

Sec. 113. Exclusion of pensions, annuities, ete., for disability resulting from mili-
tary service (sec. 22 (b) (5)). :

Sec. 114. Exclusion of income from discharge of indebtedness (sec. 22 (b) (9)).

Sec.115. Improvements by lessee (sec. 22 (b)).

Seec. 116. Recov(er{) of bad debts, prior taxes, and delinquency amounts (sec.
22 (b)).

Sec.117. Additional allowance for military and naval personnel (sec. 22 (b)).

Sec. 118. Rep2o)r)t requirement in connection with inventory methods (sec. 22 (d)
(2)). )

Sec. 119. Last-in first-out inventory (sec. 22 (d)).

Sec. 120. Alimony and separate maintenance payments (seec. 22).

Sec. 121. Non-trade or non-business deductions (sec. 23 (a)).

Sec. 122. Deductigg z(lll)o)wable to-purchasers for State and local retafl sales taxes
(sec. c)). '

Sec. 123. Deduction for stock and bond losses on securities in affiliated corpora-
tions (sec. 23 (g)). .

Sec. 124. Deduction for bad debts, ete. (sec. 23 (k) ).
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TITLE VII—SOCIAL SECURITY TAXES

SEC. 70i. AUTOMATIC INCREASE IN 1943 RATE NOT TO APPLY.

(a) Clauses (1) and (2) of section 1400 of the Federal Insurance
Contributions Act (Internal Revenue Code, sec. 1400) are amended
to read as follows:

“(1) With respect to wages received during the calendar years
1939, 1940, 1941, 1942, and 1943, the rate shall be 1 per centun.
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“(2) With respect to wages received during the calendar years

1944 and 1945, the rate shall be 2 per centum.”
(b) Clauses (1) and (2) of section 1410 of such Aect (Internal
Revenue Code, sec. 1410) are amended to read as follows:

“(1) With respect to wages paid during the calendar years
1939, 1940, 1941, 1942, and 1943, the rate shall be 1 per centum.

“(2) With respect to wages paid during the calendar vears
1944 and 1945, the rate shall be 2 per centum,”

EHERHH KRR,
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Approved, O¢tober 21, 1942, 4.30 p. m.



78ra Conazess } HOUSE OF REPRESENTATIVES Rerorr
1at Session : { No. 107

CLARIFYING CERTAIN PROVISIONS OF THE MERCHANT
MARINE LAWS

Franvany 8, 1043.—Committed to the Committee of the Whole Housé¢ on the
state of the Union and ordered to be printed

Mr. BrLaxp, from the Committee on the Merchant Marine and
Fisheries, submitted the following

REPORT

[To accompany H. R. 133}

The Committee on the Merchant Marine and Fisheries, to whom was
referred the bill (H. R. 133) to amend and clarify certain provisions
of law relating to functions of the War Shipping Administration, and
for other purposes, having considered the same, report favorably
thereon with an amendment and recommend that the bill as amended

do ’lPass
he amendment is as follows: :

Page 12, line 12, strike out ‘“‘January 1" and insert in lieu thereof
“June 30!;.

This amendment would correct an inadvertent failure to change
a date on reintroduction of the measure and would adjust the effec-
tive date of the new paragraph with respect to proceedings to enforce
lien claims and also conform to the date in a comparable provision
found on page 9, lines 7 and 8.

GENERAL STATEMENT

The bill, H. R. 133, is a reintroduction of the bill H. R. 7424,
Seventy-seventh Congress, substantially in_the form in which it was
reported favorably by your committee (H. Rept. No. 2572) and
passed the House of Izepresenta.tives without amendment on October
19, 1942. The bill was reported favorably with certain amendments
by the Committee on Commerce of the Senate on December 4, 1942
(g. Rept. No. 1813). Because of the imminent adjournment of
Congress (December 16, 1942) the bill was not pressed for consideration
in the Senate.
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The bill, H. R. 133, contains many provisions to facilitate efficient
operation of the merchant marine in wartime, to clear up points of
uncertainty and difficulty, and is of particular intcrest and benefit to
seamen and their dependents. The committee urge prompt con-
sideration and early cnactment of the bill. )

The detailed provisions of the bill and its objectives are sct forth and
discussed in the report of this committee on the predecessor bill,
H. R. 7424, Seventy-scventh Congress (H. Rept. No. 2512) which is
attached hereto and made a part hereof [pages 8-41]. The few differ-
ences betwcen H. R. 133 and the predecessor bill are explained at-the
close of this genceral statement [pages 6-8].

SeaMEN's BENEFITS

The cffect of section 1 is to provide that officers and crew members
who arc cmployed on behalf of the United States through the War
Shipping Administration shall be put on the samec basis as seamen in
private employment with respect to rights, benefits, and privileges in
conncction with employment, particularly in case of death, injury, or
other casualty. Under the bill, these emnployces of the War Shipping
Administration will have the seaman’s right to wages, maintenance,
and cure, in case of illuess or injury in the ship’s service. They will
have the benefits of the Public Health Service, including marine
hospitals, like other scamen. They will have old-age and survivors’
insurance under the Social Sccurity Act. They will continue to have
the right to indemnity through court action for injury resulting from
unseaworthiness of the vessel or defects in vessel appliances, and they
(and their dependents) will have the right to action under the Jones
Act (1920) for injury or dcath resulting from negligence of the em-
Eloyor. Such seamen will have the rigﬁt to enforce claims for these

cncfits according to the procedure of the Suits in Admiralty Act
except that claims with respect to social-sceurity benefits shall be
prosccuted in accordance with the procedure provided in the social-
sccurity law. The seamen and their dependents or beneficiaries will
have the protection of war-risk insurance at the ciployer’s expense
in accordance with the decisions of the Maritime War Emergency
Board as required for all privately employed scamen.

To avoid confusion and duplication of henefits, these seamen would
be expressly excluded from coverage under certain statutes which
otherwise would in some cases at least apply to them. These scamen
employees would not be covered under tgc Civil Service Retirement
Act because of the temporary character of their Government cmploy-
ment and because as private employces they have the old-age benefits
of the Socinl Sccurity Act. They are not to be covered under the
United States Employces’ Compensation Act because they and their
dependents have the n}zht to sue for indemnity or damages under
tho Joncs Act in casc of death or injury and they and their benefici-
arics have the protection of Government war-risk insurance. They
would be excluded from coverage under Public Law 490, Seventy-
Seventh Congress, because the pay and allowances provided in that
ect for missing and interned employees of the United States are fur-
Bished for scamen and their dependents under the requirements of
the Maritime War Emergency Board. They are not to be covered
under Public 784, Seventy-seventh Congress, which provides war
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casualty compensation and detention payments for contract employ-
ees.of the United States serving outside the United States, because
the seamen in question are protected under the right to sue for in-
demnity or damages and under the war-risk insurance coverage.

The basic scope and philosophy of the measure is to preserve
private rights of seamen while utilizing the merchant marine to the
utmost for public wartime bencfit. Except in rare cascs the ships
themsclves are being operated as merchant vessels, and are therefore
subject to the Suits in Admiralty Act. Granting seamen rights to
sue under that act is therefore cntirely consistent with the underlying
pattern of the measure. This should follow even in the extraordinary
case lwhere vessels might otherwise technically be classed as public
vessels,

The provisions of section 1 are made applicable with respect to
rights and claims which may have accrued prior to the enactinent of
the bill. Any claim or action of the scamnan employee accruing on or
after October 1, 1941, and prior to the enactment of the measure may
be enforced, upon election to do so, in accordance with the provisions
of section 1 as if it had been law when the claim or action accrued.

The specific amendments to existing law necessary to implement
the policy to continue or reinstate seamncn employces of the War
Shipping Administration under the old-age and -survivors’ insurance
provisions of the Social Sccurity Act are contained in subsection (b)
(1), (2), (3), and (4) of section 1, These are amendments to section
1426 of the Internal Revenue Code and section 209 of the Secial
Security Act. Coverage under the old-age benefits would be retro-
active to October 1, 1941, subject to adjustment where the employeces’
tax for the employment period had not heen paid.

IMprOVED INSURANCE ProTECTION FOR SEAMEN AND THEIR
DEePENDENTS

Section 2 of the bill would amend the War Risk Insurance Act to
authorize insurance to be provided for officers and members of crews
not only against disability, detention, or death arising from war risks,
but also any risk ordinnri{’y considered a marine risk but in fact arising
directly or indirectly out of war conditions, and would provide retro-
active coverage for casualties to vessels and their crews occurring in
the first part of the war and just prior to the beginning of the war.
The amendment is designed to give complete protection to scamen and
their dependents or beneficiaries during the time of war on privately
operated or Government operated vessels. Several deserving cases
arose from the carly cusualties and the retroactive coverage would pre-
vent discrimination against and unreasonable hardship for these sca-
men and their dependents arising from the restricted type of insurance
available at the time, misunderstandings of legal rights, oversights, or
emergencies, Section 2 would authorize the insurance of officers and
members of crews of vessels and other persons transported thereon
against death, injury, or detention arising from marine risks to the
extent determined to be necessary or desirable and would expressly
authorize such insurance benefits to be furnished on a similar basis to
cover cases arising during the li)eriod beginning October 1, 1941, and
before the enactment of the bill.
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VessEL ReQuisiTioN PROCEDURE

The first four subsections of section 3 are designed to improve the
administration of the requisition laws (scc. 902 of the Merchant
Marine Act, 1936, and Public Law 101, 77th Cong.). This bill does
not contain the amendment heretofore proposed by the Senate Com-
merce Committee in its report of December 4, 1942, on the bill H. R.
7424. This problem of just compensation and the enhancement
clause has been left for separate consideration. .

The first amendment (scc. 3 (2)) makes it clear that, confirming
existing practice, partial deposits may be made with the Treasurer
of the United States, on account of just compensation in order to
facilitate the payment of valid claims against the requisitioned vessel
other than the claim of the owner for just compensation.

Subsection (b) clarifies and prescribes standards to be followed in
case of a requisition of title when it subsequently appears that the
ownership of the vessel is not required by the United States. There
are cases where title requisition has been necessary in order to get
control of tho vessel even though it later develops that use, and not
ownership, is required. The cases have involved primarily small
boat acqusition for auxiliary naval or military purposes and acquisi-
tion of vesscls in forcign ports or for diplomatic or governmental
reasons. Subsection (b%l would require that any contemplated con-
version of title requisition to use requisition be made prior to pay-
ment in full, or payment of 75 percent, of just compensation therefor
and would require that the determination be published in the Federal
Register. It 1s also provided (as Y{oposed by the Scnate Commerce
Committee by amendment to H. R. 7424, the predecessor bill) that
no determination to change title requisition to use requisition be
made in case of a vessel owned by a citizen of the United States, after
2 months following delivery of the vessel under title requisition, unless
consent of the owner is had. The subsection also provides (as pro-
posed by a further Senate Commerce Committee amendment to I‘lP R.
7424), in accord with a suggestion of the State Department, that the
War Shipping Administration, upon recommendation of the Secre-
tary of State, may change title requisition to use requisition where a
foreign vessel has been lost or destroyed or converted to military or
naval use by the United States.

Subsection (c) of section 3 specifically makes it the duty of officers
and agents of a court having possession of a requisitioned vessel, to
comply with the order of requisitioning and transfer custody upon the
filing of a certified copy of the requisition order with the court.

Subsection (d) of section 3, amending section 902 (d) of the Mer-
chant Marine Act, 1936, by adding a paragraph, sets forth a procedure
for the handling of valid liens and encumbrances against requisitioned
American-owned vessels. This procedure is similar to that worked
out by the Senate Commerce Committee in the case of foreign vessels
under the Foreign Vessels Requisition Act (Public Law 101), Under
this amendment deposits may be made with the Treasurer of the
United States on account of just compensation for American-owned
vt:lt;_s;lsl but only to the extent Dnecessary to &rovide for the payment of
valid liens and encumbrances existing at the time of the requisition.
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InrrOVED INSURANCE ADMINISTRATION AND COYXRAGE

The last seven subsections of section 3 contain various amendments
to the War Risk Insurance Act and Public Law 101, Seventy-seventh
Congress, designed to clarify the administration of the act and to
cover some minor gaps in the insurance protection now provided

er‘ -

The amendments in subsection (e) would permit more effective
use of existing underwriting and adjustment facilities by permitting
an allowance to an agen,t. for servicing insurance written by the
underwriting agent, and for services of an insurance carrier for han-
dlinireinsurance, such allowance, however, not to provide for payment
tl.’zot e agent or the carrier of commissions in excess of 5 percent of

premium.

Subsection (f) of section 3 would make it possible for Government
agencies to procure, under the machinery provided in the War Risk
Insurance Act, coverage for marine risks on vessels in which the
United States has an interest, in accordance with the existing author-
ity in section 10 of the Merchant Marine Act, 1920, as amended.

Subsection (g) of section 3 provides for interpleader proceedings
in war-risk insurance litigation. The amendment provides machinery
whereby all conflicting claimants would be brought into the litigation
or, if necessary, litigation might be initiated through an action in
the nature of a bill of interpleader. The provision is an adaptation
of the procedure provided to meet a similar problem in the World
War Veterans’ Act, 1924, as amended.

Subsection (h) of section 3 would, for the purposecs of the War Risk
Ipsurance Act, define the term ‘‘risks of war’ in such a manner as to
clarify the authority to provide war-risk insurance for all risks arising
out of the war which are not covered by marine insurance available
commercially. If the private market narrows the scope of its insur-
ance coverage, the Administration would be able to cover so much of
ata? abandoned coverage as may be ncccssary to carry on nceded

pping. :

Subsection (i) of section 3 would authorize the War Shipping
Administration to provide insurance or reinsurance protection against
legal liabilitics of companies performing services or providing facilities
for vesscls, public or private, especially in the case of ship repairs,
Such protection would be afforded only when not available at reason-
_ able rates and on reasonable conditions from existing American
facilities, and would not be available to cover liabilities to employees
with respect to employer’s liability or workmen’s compensation.

Subsecction (j) of section 3 would make it clear beyond controvers
that the War Risk Insurance Act includes authority to provide
insurance protection for agent operators as well as owners or charterets
of vessels. The recent determination of the Supreme Court of the
United States in Margaret M. Bradg v. Roosevelt Steamship Company,
Ine. (No. 269, October term, 1942, January 18, 1943), hold that there
is such an independent liability in certain cases. .

Subsection (k) of section 3 would e:rressly extend the insurance

wers of the Administration to cover all vesscls owned or controlled

y the War Shipping Administration, including not only vessels,
requisitioned, chartered, or purchased under Public Law 101, Seventy-
seventh Congress, which are alrcady expressly covered, but also vessels
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requisitioned under the Merchant Marine Act, 1936, as well as
vessels constructed by the Maritime Commission.

MiscELLANEOUS
SECTION 4

Scction 4 of the bill would eliminate any doubt as to the right of the
United States to all exemptions and to limit hability with respect to
vesscls owned by or chartered to the War Shipping Administrator or
operated directly by him or for his account and would cover agent’s
Kabilities under the Brady case above referred to.

SECTION &

Section 5 sets forth the effective date of section 1 (_ag of the bill and
provides that it will terminate at the same time as title I of the First
War Powers Act, 1941, which will be 6 months after the ¢nd of the
war or such earlier date as the Congress by concurrent resolution or the
President may designate. The last sentence of section 5 makes it
clear that where certain former powers of the Maritime Commission
are placed in tbe Wor Shipping Administration for the war period,
such powers as modified by the bill shall be exercised by the War
Shipping Administrator during the war period.

H. R. 138 IN RELATION TO H. R. 7424, SEVENTY-SBEVENTH CONGRESS

The bill (H. R. 133) differs from the bill (H.R. 7424) as it was
reported by this committee and as it passed the House in these sub-
stantial respects (omitting self-explanatory changes):

Page 2, lines 14 to 18: gI‘his; language would make it clear that sea-
men covered by section 1 (a) of the bill are not to be included in the
coverage of Public Law 784, Seventy-seventh Congress, which provides
compensation for injury or death from war risk hazards to certain
contract employees of the United States for services outside the
United States. These seamen are already protected under the right
to sue for indemnity or damages and under the war-risk insurance
furnished seamen under the requirements of the Maritime War
Emergency Board. This insurance coverage is comparable to the
casualty compensation and detention benefits which would be pro-
vided under Public Law 784.

Page 4, line 3: At the end of this subsection there appeared in the
bill (H. R. 7424) a provision vesting in the President the authority to
extend to seamen, under certain conditions, henefits of the United
States Employees Compensation Act. In view of certain objections
expressed to this provision before the Senate Commerce Committee,
it 1s omitted from this bill in dbrder to permit further consideration of
the matter involved.

Page 6, linc 8, and page 8, line 19: Originally the provision with
respect to determinations or findings of the War Shipping Adminis-
trator under the respective sections were not to be subject to review by
any governmentul agency. This limitation is omitted with accord of
the Comptroller General in opposition to such provisions.

Page 7, lines 21 and 22: The words “‘or under the control’” have been
added in order to make it entirely clear that the authority of the War
Shipping Administration to provide insurance under the subsection in



CLARIFY CERTAIN PROVISIONS OF MERCHANT MARINE LAWS 7

question will be effective even though the vessel was not operated by
or under the direction of the Maritime Commission or the War Ship-
ping Administration so long as it was under the control thercof
through ship warrants or otherwise.

Page 10, line 17, to page 11, line 4: The proviso and the last sen-
tence of subsection (b) comprise the language of amendments pro-
posed by the Senate Committee on Commerce to the bill, H. R. 7424,
to meet. certain [;roblems in connection with the power to convert a
requisition of title of a vessel to a requisition of use. The proviso
limits the power of the Government to convert title requisition to use
requisition so that such action cannot be taken after the expiration of
a period of 2 months following the delivery of the vessel pursuant to
titg: requisition. The sentence at the end of subsection {b) would
suthorize a dctermination by the War Shipping Admiuistration to
convert a requisition of title into a requisition of use, upon rec-
ommendation of the Secretary of State in the case of any vessel
requisitioned pursuant to the Foreign Vessels Requisition Act of June
6, 1941, where such vessel is lost or destroyed or converted to military
use by the United Statcs.

Page 12, lines 2 and 3: The langunge “as may equal but not ex-
ceed the amount of such claims in respeet of the vessel” is inserted
to meet a possible interpretation that the language of H. R. 7424
calls for the deposit of the full amount of just comnpensation with
the Treasurer of the United States, whercas the original provision is
designed for the protection of lien holders and such protection will
be accorded by depositing only that ‘mrt of the compensation neces-
sary to cover valid claims against the vessel by way of mortguge,
maritime claim, or attachment lien.

Page 15, line 19 to page 16, line 2: This subscction (h) did not ap-
pear in the bill H. R. 7424. The new subsection would make it clear
that the War Shipping Administration may provide war-risk insur-
ance for all risks arising out of the war which are not at the time
covered by prevailing commercial marine insurance. The object of
this provision (which was proposed by the Senate Commerce Com-
mittee as an amendment in its report on the bill in the 77th Cong.)
is to avoid any gap in insurance coverage necessary for the protec-
tion of shipping during the war. This provision does not change but
merely clarifics existing insurance powers of the Administration.

Page 18, lines 1 to 7;: This sentence is added to make it clear that
the authority which is granted by amendments to existing law con-
tained in the bill and referring to the Maritime Comndssion shall be
exercised by the Administrator of the War Shipping Administration
in accordance with the Executive order of February 7, 1942 (which
transforred to the War Shipping Administration certain functiotis of
the Maritime Commission for the period of the war).

The -bill, H. R. 133, does not contain any amendment to scction
902 (a) of the Merchant Marine Act, 1936, as was proposed by the
Senate Committee in its Senate Report No. 1813 on H. R. 7424, The
proposed amendment to section 902 (a) was designed to clarify the
application of that section in payment of just compensation for
requisitioned vessels, in view of a recent opinion of the Comptroller
General with respect to the interpretation of the enhancement clanse
in that section. There was no such provision in the House bill as it
passed the House and it is contemplated that the necessity for legisla-
tion on the subject will be considered by this committee as a separate
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matter after full hearing permits adequate consideration of all
ertinent factors.

P For ready reference and for information, the report on the prede-

cessor bill, H. R. 7424, is set out below.

[H. Rept. No. 2573, 7rth Cong., 3d sees.j

The Committee on the Merchant Marine and Fisheries, to whom
was referred the bill (H. R. 7424) to amend and clarify certain pro-
visions of l?w re:la:ting to functitl)lns of the W.zr Sl(lilp ing Admxmstr:-t
tion, and for other purposes, having considere e same, repo
favorably thereon witgn sn amendment and recommend that the %onll,
as amended, do pass.

The amendment is as follows: . Lo

Strike out all after the enacting clause and insert in lieu thereof the
following:

That (a) officers and members of crews (hereinafter referred to as “‘seaAmen’’) em-
loyed on United States or foreign-flag vessels as employees of the United States
fhrough the War Shii)pin Administration shall, with respect to (1) laws ad-
ministered by the Public Health Service and the Social Security Act, as amended
by subsection (b) (2) and (3) of this section; (2) death, injurics, illness, mainte-
nance and cure, loss of effects, detention, or repatriation, or claims arising there-
from not covercd by the foregoing clause (1); and (3) collection of wages and
bonuses and making of allotments, have all of the rights. bencfits, exemptions,
privileges, and liabilities, under law applicable to citizens of the United States
employed as seamen on privately owned and operated Amncrican vessels. Such
seamen, becausc of the temporary wartime character of their empléyment by the
War Shipping Administration, shall not be considercd as officers or employecs
of the United States for the purposes of the United States Employees’ Compensa-
tion Act, as amendcd; the Civil Service Retircment Act, as amended; or the Act
of Congress approved March 7, 1942 (Public Law 490, Seventy-seventh Congress).
Claims arising under clause (1) hercof shall be enforced in the same manner as
such claims would be enforced if the seainan were employed on a privately owned
and opcrated Amcrican vessel, Any claim referred to in clausc (2) or (3) hereof
shall, if administrativcly disallowed in whole or in part, be enforced pursuant te
the provisions of the Suits in Admiralty Act, notwithstanding the vessel on
which the seaman is employed is not a merchant vesscl within the meaning of
such Act. Any claim, right, or cause of action of or in respect of any such sca-
man accruing on or after October 1, 1941, and prior to the date of enactment of
this scction may be enforced, and upon the election of the secaman or his survivin
dependent or bencficiary, or his legal representative to do so shall be governed,
as if this scction had been in effcct when such elaim, right, or causc of action
accrued, such clection to be made in accordance with rulcs and regulations pre-
scribed by thc Administrator, War Shipping Administration. Rights of any
seainan under the Social Sccurity Act, as amended by subsecetion (b) (2) and (3)
and claiing therefor shall be governed solely by the provisions of such Act, so
amended.  When used in this subscction the terin “admiunistratively disallowed”
means a deniak of & written claitn in accordance with rules or regulations pre-
scribed by the. Administrator, War Shipping Administration. When used in
this suhsection the terma “War Shiﬁping Administration” and “Administrator,
War Shipping Administiation” shall be dcemed to inclnde the United States
Mal_-mmc Commnission with respect to the pcriod be,;inning October 1, 1944, and
ending February 11, 1942, and the term “scaman’ shall be deemed to include
any scaman cmployed as an employec of the United States through the War
Shipping Administration on vesscls made available to or subchartered to other
agencics or departingnts of the Uniled States, The President shall, whenever
he finds that convenience of administration and the efBcient prosecution of the
war require, extend to seamen upon such terms and conditions as he finds fair
and appropriate any and all the benefits of employees of the United States under
the United States Employces’ Compensation Act, 88 amended, and upon such
event, the rights, hencfits and privilcges of such scamen herein provided for with
respeet to death. injury, iliness, and maintenance and cure, shall cease to such
e:'t::;:g: g:e President u?nds 't;m(;. tl;ie tfirmlx‘:;tmn of such rights, benefits, and
neccssary to avo uplication ents on account of
ury, illness, or maintenance and cure. paym death,
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(b) él) Bection 1426 of the Internal Revenue Code (83 Stat. 177, 1383; 26
U. 8. C. 1426) is amended by adding at the end thereof the following new sub-

#{) Orriczrs AND MzupEas or Craws ExprLoyZp BY War SuirriNg Ap-
MINISTRATION.—The term ‘employment’ shall inelude such service as is determined
by the Administrator, War Bhipping Administration, to be performed after
September 30, 1941, and prior to the termination of title I of the First War
Powers Act, 1541, on or in connection with any vessel b{‘ an officer or member of
the crew as an employee of the United States employed through the War Shipping
Administration, or, in respect of such service performed before February 11, 1942,
the United States Maritime Commission. The term ‘wages’ mcans, with respect
to service which constitutes employment by reason of this subscction, such amount
of remuneration as is determined (subject to the provisions of this section) by the
Administrator, War Shipping Administration, to be paid for such service. The
Administrator and such agents as he may designate for the purpose arc authorized
and directed to comply with the provisions of the internal revenuc laws on behalf of
the United States as the employer of individuals whose service constitutes em-
ployment by resson of this subsection, but the Administrator and his agents shall
not be liable for the tax on any cmﬁloyce imposed by scetion 1400 (unless the Ad-
ministrator or his agent collects such tax from the cinployee) with respect to scrvice
performed before the date of enactment of this subscction which constitutes
employment by reason of the enactment of this subsection.”

2) Section 209 of the Social Sccurity Act, as amended (U. 8. C,, title 42, sep.
409), is amended by adding at the end therceof the following new subsection:

“(0) (1) OrriCER8 AND MEMBERS OF CrEws EMPLOYED BY WAR SHIPPING
ApMiNisTRATION.—The term ‘einployment’ shall include such service as is deter-
mined by the Administrator, War Shipping Administration, to be performed after
Beptember 30, 1941, and prior to the termination of title I of the First War Powers
Act, 19841, on or in connection with any vessel by an officer or memnber of the crew
a8 an eniployee of the United States employecd through the War Shipping Adminis-
tration or, in rcspect of such scrvice performed before February 11, 1942, the
United Statcs Maritime Commission.

¢(2) The Social Security Board shall not inake deterininations as to whether an
+4ndividual has performed services which arc employment by reason of this sub-
section, or the periods of such services, or the amounts of remuncration for such
services, or the periods in which or for which such remuncration was paid, but shall
accept the determinations with respect thercto of the Administrator, War Ship-
ping Administration, and such agents as he may designate, as evidenced by re-
turns filed by such Administrator as an employer pursuant to scetion 1426 (i) of
the Internal Revcnue Code and certifications made pursuant to this subscction.
Buch determinations shall be conclusive and shall not be reviewed by any person-
tribunal, or governmental ageney.

“(3) The Administrator, War Shipping Administration, is authorized and
diregted, upon written request of the Social Security Board, to make certification
to it with respect to any matter determinable for the Board by the War Shipping
Administrator under this subsection, which the Board finds necessary in ad-
ministering this title.

“(4) This subsection shall be effcctive as of Scptember 30, 1941.”

(3) Section 907 of the Social Sccurity Act Amendments of 1939 is amendced by
ingerting after the phrase “‘attaining age sixty-five,” the following: “and 1 per
centum of any wages paid him for services which constitute employment by virtue
of subscetion (o) of scetion 209 of the Social Security Act, as amended,””.

(¢) The War Shipping Adwinistration and its agents or persons acting on its
behalf or for its account inay, for convenicnce of administration, with the approval
of the Administrator, make payments of any taxes, fces, charges, or exactions to
the United States or its agencies. )

Sec. 2. (a) Section 222 (f) of Subtitle—Insurance of Title II of the Merchant
Marine Att, 1836, as amended {Public Law 523, Scventy-scventh Congress), is
amended b‘y inserting before the period at the end thcreof a scinicolon and the
following: “and, whenever the Commission shall insure any risks included under
subsection (d) or (e) of this scction, or under this subsection insofar as it concerns
liabilities relating to the master, officers, and crews of such vessels or to other
persons transported thereon, the insurance on such riske may include tnarine
risks to the extent that the Commission determines to be necessary or advisable,

(b) Whenever the Administrator, War Shipping Administration, finds that, on
or after October 1, 1941, and before thirty days after the dato of enactiment of
this subsection, a master, officer, or member of the crew of, or any persons trans-
ported on, a vessel owned by or chartered to the Maritime Commission or the
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War Shipping Administration or operated by or for the account of or st the
direction of the Commission or the Administration, has suﬂ_crcd. death, "lll"'f'
detention, or other casualty, for which the War Shipping Administration wouci
be authorized to provide insurance under Subtitlc—Insurance of Title 11 of the
Merchant Marine Act, 1936, as aincnded by this Act, the Administrator may
declare that such death, injury, detention, or other casualty, shall be decmed
and considered to be covered by such insurance at the time of the disaster or
accident, if the Administrator finds that such action is required to make equitable
provision for loss or ilu'ury related to the war effort and not otherwisc adequately
provided for: Provided, That in making provision for insurance under this sub~
section the Administrator shall not provide for payments in excess of those
generally provided for in comparable eases under insurance hereafter furnished
under the said Subtitle—Insurance of Title II, as amended: Provided further,
That any money paid to any person by reason of insurance provided for under this
subscetion shall apply in pro tanto satisfaction of the elaim of such person against
the United States arising from the saine loss or injury. The declarations, findings,
and actions of or by the Adininistrator under this subseetion shall be final and
conelusive and shall not be reviewed by any person, tribunal, or governinental -
ageney. :

gSzc. 3. (a8) The sccond proviso of scetion 1 of the Act of June 6, 1941 (Publie
Law 101, Seventy-scventh Congress), as sinended, is herchy amended to read as
follows: “Provided, further, That such compensation hereunder, or advances on
account thercof, shall be deposited with the Treasurer of the United States, and
the fund so deposited shall be available for the pavment of such compensation
and shall be subject to be applied to the payment of the amount of any valid
claim by way of mortgage or maritime lien or attachment lien upon such vessel,
or of any stipulation therefor in a court of the United States, or of any State,
subsisting at-the time of suech requisition or taking of title or possession; the holder
of any such claim may commence prior to January 1, 1943, or within six months
after the first such deposit with the Treasurer and publieation of notice thercof
in the Federal Register whichever clate is later, and maintain in the United
States district equrt froin whose custody such vessel has been or may be taken
or in whose territorial jurisdiction the vessel was lying at the tiie of requisition
or taking of titlc or posses=ion, a suit’in adiniralty aceording to the prineiples of
libels in rem against the fund, which shall procced and. be heard and determined
according to the_principles of law and to the rules of“r’racticc obtaining in like
cascs between private parties, and any deeree in said suit shall be paid out of the
first and all subscquent deposits of compensation; and such suit shall he com-
menced in the manner provided by section 2 of the Suits in Admiralty Act and
scrvice of process shall he made in the manncr therein provided by service
upon the United States attorney and by mailing by registered mail to the Attorney

eneral and the United States Maritime Coinmission and due notiee shall under
order of the court he given to all interested persons, and any deerce shall be subjeet
jtor?p .cg.l and revision as now provided in other cases of admiralty and maritime
urisdiction,”

(b) The Administrator, War Shipping Administration, may determine at any
time prior to the anment in full or deposit in full with the Treasurer of the
United States, or the payment or deposit of 76 por centuin, of just commpensation
therefor that thc.ownershi;; of any vessel (the title to which has been requisitioned
pursuant to scction 902 of the Merchant Marine Act, 1936, as amen ed, or the
Act of June 6, 1941 (Public 101, Seventy-seventh ongress)), is not required
bg' the United States, and after such determination has been nade and notice
zo creo:‘l has b(l:cr;l [)II'II');LSIIlOd i'éfi?, f\cdc"ll)lcc Register, the use{rat,hcr than the title

such vessel shal deem ave n requisitioned for rposcs
the date of the original taking. b all pu as of

(e) In the cvent that a vessel the title or use and possession of which Is requisi-
tioned or taken pursuaut to section 902 of tho Merchant Marine Act 1936, as
amended, or the Act of June 6, 1941 (Public 101, Seventy-seventh éongresu),
is in the custody of any court, Stato or Federal, it shall be the duty of all agents
and officers of the court having posscssion, custody, or control of sald vesse),
forthwith upon the filing with the clerk of said court of a certified copy of the
order of requisitioning or taking, and without further order of the court, to
com?}y with said requisitioning or taking and to permit the representatives of
the United Btates M aritime Commission or the \&ser Shipping Administration,
as the case may be, to take possession, custody, and eontto? of said vessel,

(d) Section 902 of the Merchant Marine Act, 1036, as amended, is hereby

zﬁil‘x:l':d by adding at the end of subsection (d) thereof a paragraph to read ae



CLARIFY CERTAIN PROVISIONS OF MERCHANT MARINE LAwS 1]

“The existenoe of any valid claim by way of mortgage or maritime clalm or
sttachment lien upon such vessel shall not prevent the' taking thereof pursuant
to this section: Provided, however, That in the event any such claiin exists the
United States Maritime Commission may in its discretion deposit the campen-
sation hereunder, or advances on account thercof, with the Treasurer of the
United States, and the fund so deposited shall be available for the payment of
such compensation, and shall be subject to be applicd to the payment of the
amount of any valid claim by way of inortgage or maritimne lien or attachment
lien upon such vessel, or of any stipulation therefor in a court of the United States,
or of any State, subsisting at the time of such requisition or taking of title or
possession; the holder of any such claim may comimence prior to January 1, 1943,
or within six months after the first such deposit with the Treasurer and publication
of notice thereof in the Federal Register, whichever date is later, and maintain
in the United States distriet court from whosc¢ custody such vessel has been or
may be taken or in whose territorial jurisdiction the vessel was lying at the time
of requisitioning or taking of title or posscssion, a suit in admiralty according to
the principles of libels in rein against the fund, which shall proceed and be heard
and determined according to the principles of law and to the rules of practice
obtaining in like cases between private partics, and any decree in said suit shall
be paid out of the first and all subsequent deposits of compensation; and such
suit shall be commenced in the manner provided by ‘scetion 2 of the Suits In
Admiralty Act and service of process shall be made in the wanner therein provided
by service upon the United States attoruey and by mailing by registered mail
to the Attorney General and the United States M arititne Commission and due
notice shall under order of the court be given to all interested persons, and any
decree shall be subject to appeal and revision ay now provided in other cases of
admiralty and maritime jurisdiction.”

(e) (1) The second sentence of section 223 of Subtitle-—Insurance of Title 1T of
the Mecrchant Marine Act, 1936, as amended (Publie Law 523, Sceventy-seventh
Congress), is amended by inserting before the period at the end thereof a comma
and the following: “‘but the Commission may allow fair and rcasonable conpensa-
tion to any company authorized to o an insurance husiness in any State of the
United States for servicing insurance written by such company as an underwriting
agent for the Commission, and such compensation may include an allowance for
expenses reasonably incurred by such agent but such expenses shall not include
any commission paid by such agent in ¢xcess of 5 per eentuin of the premiums
in respect of such insurance”.

(2) The last sentence of such section 223 is amnended by striking out the clause
in parentheses, and by inserting before the period at the ¢nd of such sentence a
comma and the following: “but in no case shall such allowance to the earrier pro-
vide for payment by the carricr of commissions in excess of 5 per centum of the
premiums paid for that portion of the dircet insurance so reinsured”.

(f) Section 224 (a) of Subtitle—Insurance of Title II of the Merchant Marine
Act, 1936, as amended (Public Law 523, Seventy-seventh Congress), is amended
by inserting after the word ‘‘subtitle’’ and before the comnma following such word
the words ‘‘or in scction 10 of the Merchant Marine Act, 1920, as ainended’.

(%) Section 225 of Subtitle—Insurance of Title II of the Merchant' Marine
Act, 1936, as amended (Public Law 523, Seventy-scventh Congress), is amended
by adding at the end thercof the following: “All persons having or claiming to
have an intercst in such insurance, or who it is believed might assert such an
interest, may be made partics to such suit, either initially or upon the motion of
either party. In any case where the Commission acknowledges the indebtedness
of the United States on account of such insurance, and there may be a dispute
a8 to the person or persons entitled to receive payment, the United States may
bring an action in the nature of a bill of interpleader against the persons having
or claiming to have any interest in such insurance, or who it is believed might
asscrt such an interest, in the District Court of the United States for the District
of Columbia, or in the district court in and for the district in which any such

rson resides. In either of such actions any person claiming to have an intcrest
in such insuranee, or who it is belicved might assert such an intercst, if not an
inhabitant of or found within the district within which cither of such actions is
brought, may be brought in by order of the court to be served personally or b
ggblication or in such other reasonable manncr as the court may direct, and if 1t

shown to the satisfaction of the court that persons unknown might assert a
claim on account of such insurance, the court may direct service upon such persons
unknown by publication in the Federal Register. Judgment in-any such action
shall discharge the United States from further liability to any parties to such
action, and to all persons where service by publication upon persons unknown
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is directed by the court. The procedure herein provided shall npplf; to all actions
now pend’ing against the United States under the provisions of this subtitle, as
amended.” .

(k) Subtitle—Insurance of Title II of the Merchant Marine Act, 1936, as
amended (Public Law 523, Seventy-seventh Congress), is amended f)y adding
at the end thereof a section to read as follows:

“Sec. 229, In addition to the insurance functions authorized by the other
sections of this subtitle, the War Shipping Administration may insure dircctly,
or may reinsure in whole or in part any company authorized to do business in
any State in the United States and which shall insure directly, any person who
shall perform services or provide facilitics for or with respect to any public or
private vesscl against legal liabilities (except liabﬂitg to employees in respect of
employer’s liability and workmen’s compensation) that may be incurred b 7 such
person in connection with the performance of such services or the providing of
such facilities, whencver in the opinion of the Administrator, War Shippin
Administration, such insurance or reinsurance is required in the prosecution of
the war effort and cannot be obtained at reasonable rates or upon rcasonable
conditions. from approved cdmpaniee authorized to do an insurance business in
any State of the United States.”

? The clause in parenthcses in the first sentence of section 3 (b) of the Act
of June 6, 1941, as amended (Public Law 101, Seventy-seventh Congress), is
amended to read as follows: “(including any interest or liability of the owner,
charterer, or agent)”.

The second sentence of section 4 of such Act of June 6, 1941, is amended by
inserting after the words ‘“national defense” 'and before the semicolon a comma
and the following: ‘“and when so chartered or operated may be insured as pro-
vided in said section 3",

Sec. 4. The United States shall, with respect to vessels owned by or chartered
to the War Shipping Administrator under bareboat charter or time charter or
operated directly by such Administrator or for his account, be entitled to the
benefits of all exemptions and of all limitations of liability accorded by law to the
owners of vessels, ith respect to any such vessel, the term “the United States"
shall include agents or other persons acting for or on behalf of the Administrator
in connection with the operation thereof,

8xc. 5. The provisions of section 1 (a) of this Act shall remain in force until the
termination of title 1 of the First War Powers Act, 1841. The termination of the
provisions of such section shalt not affect any act done or any right accruing or
accrued, or any suit or proceeding had or commenced in ang cause before such
termination, but all rights and liabilities under law as modifie l;‘y such provisions

shall continue, and may be enforced in the same manner as if such provisions
had not termir'xated. v provisio

The amendments which would be made in the bill by the committee

substitute are explained in the discussion of the provisions of the
respective sections.

GENERAL STATEMENT
WARTIME CONTROL OF THE MERCHANT MARINE

This legislation must be considered in the light of the tremendous
scope and magnitude of the operations of the War Ship ing Adminie-
tration. The War Shipping Administration is activef)y engaged in
operating what is destined to be the lurgest. merchant marine in the
world’s history. The size of this fleet and the magnitude of the opera-~
‘tion 18 expected to grow, with acceleration in the shi building program.
1hese operations involve all of the problems and difficulties inherent
in steamship operation and related activities, such as insurance,
stevedoring, repairs, and maintenance, plus the added complications
of wartime operation which superimpose various regulatory and
econoqut(unctnfoilg a.f’;l ot-(}xer emergency problems.

6 action of the President. in vesting control over this entire fleet
and of all other merchant vessels in t.h:%hr Shipping Administration
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represents the policy of concentrating in one civilian agency full power
to control, coordinate, and manage the oceangoing transportation
facilities of the Nation.

In addition to its functions as operator of the merchant marine, the
War Shipping Administration also performs many other functions in
the war ef?ort.. Under Public Law 498 (77th Cong.), it has full power
to coordinate and centralize control of the forwarding operations of
all other Government agencies relative to occangoing transportation,
Under Public Law 173 (77th Cong.), the Administrator has broad

wer to control the rates, routes, and cargoes of Ainerican and

reign shigrinit;hmugh the issuance or withholding of ship warrants.
Under Public Law 523 (77th Cong.), the Administrator has ve
broad power in providing marine and war-risk insurance for vessols
and cargoes and scamen. Under scction 902 of the Merchant Marine
Act, 1936, the Administrator acts as the sole procurement agency for
the purchasc or charter of merchant vessels required by the armed
forces. Under Public Law 101 (77th Cong.), the Administrator has
suthority to requisition immobilized vessels under foreign flag and to
acquire necossary vessels, either domestic or foreign, for operation in
the war effort. Under Executive Order No. 9198, the Admiuistrator
is charged with the responsibility of training personnel replacement
for the American merchant marine.

It has become trite to say that this is a war of transportation, since
ocean transportation is & limiting factor which will determine the
amount of supplies and number of troops that can be transported to
the many theaters of active combat. ‘The functions of the Adminis-
trator thercfore with respect to the operation and control of the
American merchant marine and the coordination of its activitics with
those of our allies constitute one of the most vital civilian activities
of the war effort, if indeed it is not the most vital. Tle activities are
so broad and manifold, and the nced for eflicient emergeney action
g0 great, that the Administrator cannot function with the usual
restrictions applicable to Government agencies.

In section 207 of the Merchant Marine Act, 1936, Congress pro-
vided that the Maritime Commission may enter into such contracts,
upon behalf of the United States, and may make such disbursements
88 may, in its discretion, be necessary to carry on the activities
suthorized by this act, or to protect, preserve, or improve the col-
lateral held by the Commission to secure indebtedness, in the same
manner that a private corporation may contract within the scope
of the authority conferred by its charter. The Administrator,
War Shipping Administration, in exereising his functions, duties,
and powers operates with like authority under thesc provisions
of the Merchant Marine Act, 1936, and other applicable laws.

The Administrator also performs very important functions in the
conduct of the economic phases of our war effort, especially in connec-
tion with the battlo against inflation. Freight ratcs established by
the Administrator for occan transportation and the insurance ratcs
charged in connection with the insurance of vessels and cargoes have
a direct bearing upon the cost of goods imported to the United States
and exported to our allies or friendly governments. Under Public
Law 523, Seventy-seventh Congress, the Administration has author-
ity to adjust its insurance rates in order to moet the ecounomic,

H. Bepta., 78-1, vol. 1—04
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strategic, or military considcrations_o_f our war cffort. Undor_ its
genceral operating authority, the Administrator may adjust his freight
rates to conform to thoe same requirements. Under these powers,
the Administrator has made insurance available at noncompensatory
rates so as not to interfere with the price ceilings established by the
agencies entrusted with the deveiopment of economic policy and so
as to assist in the maintenanco of satisfactory economic and political
rclations with our allies or friendly neutrals. Noncompensatory
freight rates have also been provided where required by our cconomice
or military necds. As a consequence, shippers or consignees of ocean-
‘going cargo- are net required to assume the full extraordinary cost of
transportation resulting from the war effort. This cost, which largely
represents war risk insurance expenditures, extra cost of voynge
dc’i)ays resulting from convoy and black-out operations, the cost of
crew bonuses and many other factors, in reality constitutes part of
the cost of conducting the war and should properly be borne, at least
to a large degrce, by the taxpayers as a whole rather than by any
group of shippers or consignees. ) )

In addition to its operating and economic functions, the War Ship-
ping Administration has specific control over the allocation of vessels
or space therein to all claimants for shipping space. Since the Admin-
istration is not itself a claimant for shipping space, it is in a position
to administer the various and often conflicting demands upon our
inadequate merchant marine with complete impartiality. Under this
arrangement no one agency is placed in the untenable position of
judging the validity of its own claim for shipping space as against the
claim of any other agency or any Allied Government. By use of its
power to determine space utilization on all vessels under its control,
the Administrator may insist upon and secure mixing of cargoes of the
vartous shipping agencies so as to obtain maximum utilization of the
dcadweight and cubic capacity of all vessels with resultin cconomy
in ship space. The idea of a single fluid pool of shipping also permits
maximum f{lexibility in the assigninent of ships so as to achicve the
highest degreo of efficiency and utilization of the special character-
istics of each vessel in regard to speed, equipment, and other features,
It also makes possible more efficient plapning of terminal and port
activitics and permits full utilization of the facilitics, managerial skill,
and operating technique of established private organizations with
resulting increase in efficiency which otherwise wo;fd be lost to the
war cffort. .

Thoe Administrator, in the conduct of his duties and functions, makes
very extensive use of the private organizations including those en-
gaged in merchant marine insurance and related activitics, steamship
operators, stevedore, and terminal facilities, freight forwarders, and
treight brokers and agents.  Special skill, knowledge, and experience
arc made available in this manner for use in the integrated war effort.
This development confirms the wisdom of the congressional policy
in tho recent ycars of stimulating and assisting the devclopment of
uch private merchant marine and insurance facilities at substanti
Government cost. The policy has permitted a quick change-over
.from peacetime to wartime operations of the entire merchant marine
without any substantial loss of efficiency or impairment of morale,
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The training of seamen represents another extremely important
responsibility of the Administrator. Thousands of young men re-

uired to operate vesscls are now being trained by the Administration.
?n addition, the Administration is engaged in recruitment campaigns
throughout the country to recruit the services of former seamen now
engaged in other activities. The personnel acquired through the
training and recruitment programs are made evailable to alt American-
flag vessels. Pending assignment, such personnel are maintained by
the Administration at various “pools’ in all principal seaports of the
United States and while held in these pools, awaiting assignment, sea-
men are provided by the Administrator with modest compensation and
living allowances. In this manner, effort is being made to solve the
difficult manpower problem in this ficld of our war activity. The
Administrator also provides financial assistance to agencies such as the
United Seaman's Service for the purpose of securing the use of facilitics
for the rehabilitation of torpedoed and other deserving seamen.,

PARTICULAR FROBRLEMS REQUIRING LEGISLATION

There are special problems, particularly those relating to iabor,
requisitioning, and insurance, as to which it seems desirable, as a
matter of policy, notwithstanding the scope of existing statutory
authority, to reaffirm and clarify existing authority, and in some
cases to extend the powers of the Admninistrator. It is believed that
the bill H. R. 7424 should accomplish these objectives.

The difficultics with which the War Shipping Administration is
confronted are very technical in nature but not very broad in scopo.

Problems arising out of Government employee status of seamen.—
Because of the fact that seamen cmployox{ directly by the War
Shipping Administration on vessels owned by or barchoat-chartered
to 1t have the status of Government employees, the Administrator
has not been able under existing law to carry out entirely his intended
policy of maintaining the peacetime status of scamen insofar as sea-
men's rights to compensation for injurics, and so forth, wage credits
toward social security benefits and various other benefits which sea-
men have enjoyed and to which they are cntitled, The purpose of
section 1 of the bill is to correct the situation so as to permit the
comiplete extension into this arca of the basic policy of maintaining
the private status of merchant seamen for the duration of the war.
Section 1 deals with the rights and benefits of seamen who are Govern-
ment employces by virtue of employment through agents of the War
Shipping Administration for service on vessels owned by or barcboat-
chartered to it. The section does not affeet scamen employed on
vessels time-chartered to the War Shipping Administration where the
vessels are supplied with crews employed by the company from which
the vessel is chartered. As to them their status and the status of the
Government employees mentioned will be made uniform.

Scamcen employed as Government cmployees on vessels owned by
or bareboat-chartered to the War Shipping Administration are some-
times precluded from enforcing against the United States the rights
and benefits in case of death, injury, illness, detention, and so on that
would be available to them if cmpﬁ)yed by private employers, except
under the Suits in Admiralty Act. If they were private employees,
rights to redress for death, injury, or illness could be prosccuted under
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the Jones Act and the general maritime law. These same rights may
be asserted against the United States as the employer under the Suits
in Admiralty Act providing the vessel involved is 8 merchant vessel.
In case of public vessels the scaman must rely upon the Administrator’s
policy for compensation recognizing contractual liability which this
legislation recogriizes. Present-day operating conditions oftcn make
uncertain whather the vessel is & merchant or a public vessel. As a
conscquence the aforementioned rights of such scamen are frequently
in doubt. In addition to these rights which, at times, are uncertain
for the reasons mentioned, the seamen who are employees of the United
States probably have rights under the United States Employces’
Compensation Act in the event of injury or death. Such compensa-
tion benefits aro not presently enjoyed by scamen under private
employment. Thus vital differences in these rights are made to
depend upon whether the scaman happens to be employed aboard a
vessel time-chartered to the War Shipping Administration or owned by
or bareboat-chartered to the War Shipping Administration. Since
scamen constantly change from one vessel to another, their rights for
death, injury, or illness also constantly change, depending upon the
relationship of the War Shipping Administration to the vessel. This
fluctuation and lack of uniformity of rights leads to dependency of vital
rights upon chance with a result of confusion and inequities. The
bill is designed to remove this confusion and these inequitics.

Furthermore, these seamen who are Government employees are
theoretically subject to the Civil Service Retirement Act, yet they are
actually exempt for the time being because of an Executive order
excluding employees engaged in certain types of services. Employees
of private companies earn credits toward benefits of the old-age and
survivors insurance provisions of the Social Security Act. Under
the present laws seamen who are Government employees through
employment by the War Shipping Administration do not have rights
undler either the Civil Service Retirement Act nor is their employment
covered under the Social Security Act.

The vcssels owned by the War Shipping Administration or under
bareboat charter to it ‘are operated by experienced steamship com-
g:mes as general agents for the Administrator. The agrcements

etween the Administrator and the general agents specifically pro-
vide that the general agent shall procure and make available officers
and crews for War Shipping A(Fminist,mtion vessels “through the
usudl channels and in accordance with the customary practices of
comunercial operators and upon the terms and conditions prevailing
In the particular service or services in which the vessels are to be
operated from time to time.”

The intention of this provision is to authorize the general agent to
procurc his seagoing personnel through his custom channels in
cases where the gencral agent had previously operated under union
contracts. This provision also avoids fevoritism as to conditions
between one general agent and another or as between one union and
N bty af th

ortly after the appointment of the Administrator, he adopted a
statement of labor pollx):y in which he specifically prov’ided tbalt’. “the
provisions of the existing collective bargaining” agreements be con-
tinued and observed unless changed by mutual agreement.” Accord-
ingly, the seamen employed by the War Shipping Administration
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through its general agents are entitled to all of the contractual rights
of seamen on cqmmercml vessels, including overtime compensation,
right to settle disputes through arbitration, special bonuses and pen-
alty provisions, and so forth. By this means, there has been pre-
served existing labor structures which have been built up in a process
of experimentation and evolution, and there has been maintained and
utilized for the war effort the experience of responsible organizations
and leadership. Although employces of the Government, these sea-
men are paid by the gencral agents directly in the same manner as
payment is made in commercial operations, the funds for such pay-
ment having been lodged in bank accounts maintained by the gen-
eral agents out of revenues received from the operation or Eom
advances made by the Administrator.

Prior to the appointment of the Administrator, the Maritime War
Emergency Board had been created by a contract between the em-
%loyer and unions, known as the statement of principles. The

resident has designated three individuals to constitute this Board
pursuant to this contract. The decisions of this Board, through such
agreement, have been adopted by the Administrator. Accordingly,
the Administrator, through the adoption of the collective bargaining
agreements, and by becoming a signatory to the statement of prin-
ciples, has bound himself to comply with all the determinations of
this Board concerning special compensation to seamen for extra risks
arising out of the war effort. It is understood that the Administrator
intends to continue to cooperate closely with the Board in this con-
nection and that a revised statement of principles enlarging the juris-
diction of the Board is now being promulgated. It should be noted
in this connection that the Board has brond powers to adjust honuses
and special benefits, oither prospectively or retmnctivcfy, as sound
Krinci les of justico and equity may require, and that by binding

imself to comply with the Board’s determinations, the Administrator
has effectively guaranteed to seagoing labor the full benefits, whether
prospeetive or retroactive, of this Board's determinations.

Insurance protection for seamen.—The provisions for broadening
the insurance coverago for seamen employed in the American mer-
chant marine aro included in section 2 of the bill, which would extend
the insurance coverage under the War Risk Insurance Act to comprise
ordinary marine risks in addition to war risks, and would make provi-
sion for casualties occurring in connection with vessels under the
direction or control of the Maritime Cominission or the War Shipping
Administration during, and immediately preceding, the first months
of the war. .

Other insurance problems.—Some gaps in the technical coverage of
the War Risk Insurance Act with respect to certain classes of vessels,
certain types of risk, or certain Government interests, diréct or indi-
rect, require remedial attention in the interest of cffective conduct of
shipping and related activities during the war. Some problems of
procedure in the administration and in the conduct of litigation under
the War Risk Insurance Act have becomo apparent and should be
remedied in time to avoid scrious difficulty. These problems ere
covered by amendments to the War Risk Insurance Act in section 3
of the bill and are discussed in detail hereinafter under appropriate
headings.
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Vessel requisition problems.—Various {))rocedu.rql problems have also
become apparent in connection with the administration of the ship
requisition law, particularly section 902 of the Merchant Marine Act,
1936, as amended, and Public Law 101 of the Seventy-seventh Con-
css. The amendments to existing law to mect or to.remedy these
ifficulties are also included in section 3 of the bill. The text of
various amendments in sections 2 and 3 to insurance and requisition
law refer to the Maritine Commission. The authority of the Com-
mission thereunder lhas been placed in the War Shipping Administra-
tion by Exccutive Order 9054 for the war period. The authority
under the amended provisions will therefore be exercised by the War
Shipping Administration during that period. .
rovisions to clarify and place beyond controversy the right of the
Government to limit liability in ship opcrations conducted for it by
agents are made by section 4 of the gill.

BEAMEN AND THE MERCHANT MARINE

Because of the basically important and rather technically compli-
cated aspects of the subject matter covered by the first scction of the
bill, your committee deem it desirable to submit for the information of
the Members of the House a summary of benefits to scamen.

Your committee belicve that there should be no delay in taking
lcfislat.ive steps needed for the protection of the merchant seamen.
These men have faced hardships, capture, injury, and death in the
forcfront of the battle with the enemy. Their courage has been high
and their spirits unflagging. Many of these men who have had their
vessels torpedoed from under them have reachied shore only to return
to the conflict again. At sean they must constantly be on the alert
and face danger and even death every hour of the day and night. No
words can be too strong to express the value of their services to the
Nation is this war.

A seaman who falls ill or is injured in the service of the ship has,
as an incident to his employment and without regard to fault, the
right to reccive from the shipowner wages and maintenance and
cure. The ill or injured secaman gets wages as if he had completed
the voyage, and he reccives food and lodging (or an cquivalent
monietary allowance) and treatment at & United States marine hos-
pital, In case of a culpable failure to provide the seaman with
adequate maintchance and cure, he has an additional cause of action
to recover necessary expenses on account of, and compensation for
the resulting injury. . !
. A scaman privately employed is also entitled to indemnity for
injury sustained by reason of the unseaworthiness of the ship or a
defect in hier appliances or equipment.

._All of these rights for which conrt action lies, although maritime
In nature, may be enforced either in Federal or State courts, The
suits may be brought in admiralty if the scaman so desires, and may
then bein rem. No jury is had in admiralty proceedings. -

Since the Passage of the Joncs Act (1920), & seamsn (in addition
to the rights just recited) and the personal representative of the sea-
man where the injury results in death, have, in cases which can be
made the subject of a suit in admiralty, rights similar to those given



CLARIFY CERTAIN PROVISIONS OF MERCHANT MARINE LAWS 19

railroad employees and their personal representatives by the Em-
ployer’s Liability Act of 1908 and its amendments. The action by
the seaman may be brought in either Federal or State courts and, if
in the Federal court, may be maintained in admiralty in personam.

In addition to these peacotimoe remedisl provisions, additional
benefits for war conditions are now provided to all scamen whether
private or Government employees under the decisions of the Maritime
War Emergency Board.

Under the decisions of the Board the operator of the vessel is obliged
to obtain insurance against loss of life and bodily injury to masters,
officers, and crews of vessels, both domestic and foreign, engaged in
our trade and war transport. The umount payable for loss of life
is $5,000 and in case of specific injuries such as loss of hands, feet, or
eyes, and so forth, a stated percentage of the capital sum is payable.
In case of total disability the benefit is 2 percent of the principal sum
per month during continuance of the disubility or until a total of
$5,000 has been paid.  Payments are made only to the master, officer,
or ecrew member concerncd, or in case of death, to the beneficia
designated by the insured seaman, or if no beneficiary is d(-signnte:{
to others as provided in the policy. This insurance covers death or
injury resulting from or in connection with capture, seizure, destruc-
tion by men-of-war and other warlike operations, including collisions
in convoy, hostilities, acrial bombardinent, floating or stationary
mines, and stray or derelict torpedoes. This insurance may be
purchased by the operator from private insurance companies or from
the War Shipping Administration. The Administration, with respect
to vessels owned or bareboat-chartered by it, also provides insurance
coverage in accordance with the decisions of the smd Bourd.

Under decisions of the Board provision is also made for the operator
to reimburse seamen for their loss of personal effects. Insurance
against this linbility may also be purchased by the private operator
from private insurance compunices or from the Admimstration.

Upon application, the Administration provides additional insurance
for loss of life only, for which insurance a premium is charged the
applicant.  Such insurance is availuble for loss of life in amounts
fromn $1,000 to $5,000 per man for periods of 1 to 6 months.

Bonus payments to scamen by the operator are provided by decisions
of the Bonrd. Under these decisions voyages are divided into classi-
fications and bonuses, ranging from 40 to 100 percent of the regular
monthly rate of compensation, are paid in accordanee with such
classifications. In addition, port bonuses ranging from 360 to §125
are paid for calls in kazardous arcas.  In the event of internment of
the crew or destruction of the vessel as a result of war risks, wages and
allotinents are continued until the seaman is returned to the con-
tinental United States.

Tue ProvisioNs or SEcTION 1

Section 1 of the bill as introduced has been amplified and worked
out in consultation with the various Governiment agencies concerned,
inchiding the Department of Justice, the Treasury Department, the
War Department, the Federal Sceurity Agency, the United States
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Employces’ Compensation Commission, and the Civil Service Commis-
sion. The general J)olicy of section 1 has thus been carefully imple-
mented and clarified.

Under section 1 officers and members of crews employed on vessels
by or on behalf of the United States through the War Shipping Admin-
istration are, for the purpose of determination of the rights and benefits .
of such seamen and their dependents or beneficiarics, referred to those
provisions of statutory and gcneral maritime law which are applicable
to scamen in private employment. All scamen are included in such
provision without regard to their nationality or the flag of the vessel
-on which they are serving so long as their employment is by or on
behalf of the United States through the War Shipping Administration.
Their rights and benefits with respect to the matters specified are to be
determined under law which is applicable to citizens of the United
Statcls employed as scamen on privately owned and operated American
vessels.

OLD-AGE AND SUBVIVOBS' INSURANCE BENEFITS

Such scamen will have the benefits of and be subject to the pro-
visions of the laws relating to scamen administered by the Public
Health Service and their employment will be treated as private em-
ployment under provisions of the social-security laws relating to
old-age and survivors’ insurance benefits and the taxes in connection
therewith under the Federal Insurance Contributions Act. These
specific amendments necessary to implement this policy with respect
to old-age benefits are found in subsection (b) of scction 1 as proposed

- to be amended by the committee. Under these amendments, cover-
age under the old-age benefits would be retroactive in respect of Gov-
ernment service performed on or after October 1, 1941, subject to
adjustment where a scaman had employment after October 1, 1941,
and prior to the date of enactment of the measure and such seaman
has not paid ulp the employee’s tax for such period. However, in
some cases employer’s tax and deductions of employee’s tax have been
made during this past period riotwithstanding the fact that such em-
pl(:i'ment: was not technically subject to coverage under the old-age
and survivors’ benefits title of the Social Security Act and the corre-
sponding tax law. The retroactive grovisions will confirm such past

ayments and deductions and provids for uniform application ofp th
aw not only for the future but during the transition period. In view
of the interchange of scamen between time-chartered vessels on which
they are private cmployees and barcboated or owned vessels on which
the scamen become employces of the United States, it scems admin-~
istratively desirable, as well as in accord with the wishes of tho sea- .
men themselves, that the right to old-age and survivors’ insurance
benefits should be made continuous notwithstanding temporary
service from time to time as Government employees,

CIVIL BERVICE RETIREMENT ACT

As previously explained, Government employees of the War
Slnpf)m_g Administration earn no egrotect.ion under existing law and
regulations, of the nature provided in the Civil Service Retirement
Act. However, to avoid any confusion on this matter, seotion 1
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expressly sets forth that such employees of the United States through
the War Shipping Administration are not officers or employees of

khet United States for the purposes of the Civil Service Retirement
ct.

CLAIMB AND 8UITS THEREON ON ACCOUNT OF DEATH OR INJURY

The various rights and remedies under statute and general maritime
law with respect to death, injury, illness, and other casualty to sea-
men, have been rather fully set forth hereinabove. Under clause 2 of
section 1 (a) theso substantive rights would be governed by existing
law relating to privately emnployed scamen. The only modification
thercof arises from the remedial provision that they shall be enforced
in accordance with the provisions of the Suits in Admiralty Act.
This procedure is gppropriate in view of the fact that the suits will be
against tho Governinent of the United States. In such a suit no
provision is made for a jury trial as may otherwise be had in a pro-
cecding such as one under the Jones Act for reasons set forth in the
letter of the Attorney General (September 14, 1942). The provision
of the Suits in' Admiralty Act that suit lies thereunder only if the ship
involved is employed as a merchant vessel or a tugboat is waived for
the purposes of section 1 so that the claim may be enforced regardless
of the nature of the vessel on which the scaman is serving as an ein-
ployce of the War Shipping Administration. To prevent unnccessary
or premature litigation against the United States, it is required that
before suit there shall be an administrative disallowance of the same
in accord with rules or regulations to be preseribed by the Adminis-
trator, War Shipping Administration.

Other claims under clauses 2 and 3, such as claims for maintenance
and cure, collection of wages and bonuses, and making of allotments,
shall also be enforced under the Suits in Admiralty Act. Inasmuch as
the benefits referred to in clause 1 of subsection (a), that is Public
Health Service care and the social-security benefits (under the amend-
ments in section 1 (b) (2)), are benefits administered by Government
agencies, it is provided that such claims shall be enforced only in
accordance with existing applicable law.

Special provision is made with respect to rights and with respect to
claims and causes involved in section 1 (a) (2) and (3) which mnay have
accrued on or after October 1, 1941, and prior to the date of enactinent
of the measure. Under this provision the scaman or other claimant
may cleet to enforce the claim as if section 1 had been in cffeet at the
time the claim accrued. Iu exercising this option the claimant would,
of course, accept the incidental consequences of such election, would
be prevented from procecding to sccure double recovery under other
procedure without regard to section 1, and would be bound by the
applicable statutes or principles of limitations.

nasmuch as certain vessel operations on account of the Govern-
ment were undertaken prior to the establishment of the War Shipping
Administration by or through the Maritime Commission, the pro-
visions of section 1 and all amendments therein are made applicable
to the United States Maritime Commission with respect to the period
beginning October 1, 1941, to the time of taking office of the Ad-
ministrator, War Shipping Administration (February 11, 1942).
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To avoid administrative confusion and uncertainty as to the exact
status of employment of seamen employed on War Shipping Ad-
ministration vessels, it is provided that seamen employed through
that agency shall be included under the provisions of section 1 even.
though the seamen may be employed on a vessel chartered or made
available to another department or agency of the United States for
purposcs of convenience in the war effort. L .

It has also been the fixed policy of the War Shipping Administra-
tion as far as possible to treat claims for injury, illness, death, and so
forth, relating to seamen who are employed aboard vessels that might
be classified technically as public vessels in the same manner as such
claims relating to scamen who are employed aboard merchant vessels
are treated. At the time they accept emFloyment aboard a vessel,
scamen, of course, are not in possession of necessary information or
knowledge to determine whether the vessel is technically a merchant
vessel or a public vessel. Furthermore, in view of the nicetics of this
legal question, it would be unreasonable to cxpect that they would
bo ablo to make such a determination even if they were in possession
of such information and knowledge. Accordingly, these seamen ex-
pect that they will have the same substantive rights in the event of
injury, iliness, death, and so forth, irrespective of whether the vessel
is a merchant vessel or technically is a public vessel. The War
Shipping Administration has recognized this understanding on the
part of the scamen and has treated the same as being included in the
contract of employment. In discharge of this contractual obligation
the Administration has properly adjusted claims with respect to
seamen who have suffered injury, illness, or death aboard vessels that
might be technically classified as public vessels in the same manner as
if such seamen were employed aboard merchant vessels.

UniTep STATES EMPLOYEES' COMPENSATION AcCT

Seamen covered by section 1 heing entitled thereunder to the rights
provided under the Jones Act and the general maritime law ans to
the remedies under the Suits in Admiralty Act, would be expressly
excluded from the benefits which otherwise would accrue to them as
employees of the United States under the United States Employces’
Compensation Act. This provision carries out the basic "policy of
section 1 under which scamen employed through the War Shipping
Administration, though technically Government employces, have their
rights determined as'if they were in private employment under the
applicable statutes and law.” Thisis in conformity with the views and
desires of seamen in general as expressed through their representatives.

In view of the uncertainties inherent in the war effort with respect
to ship operations and the problems connected therewith an in
order to avoid what might turn out to be too inflexible a olicy, the
committee have recommended the addition of a provision wKich would
place it in the power of the President, when he finds that the efficient
prosecution of the war requires it, to extend the application of the
United States Employees’” Compensation Act to seamen employecd
through the War Shipping Administration and, in such event, to
provide that the riths and remedics given or clarified by the section
1n lieu thereof shall be reduced or set aside 88 the President may find
Decessary to avoid duplication of benefits.
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DUPLICATION OF BENEFITS

_ It ehould be borne in mind that it is the spirit and intent of seo-
tion 1 to avoid possibilities of double recovery which might otherwise
arise if a seaman pursued his rights under section 1 and then attempted
to pursue comparable rights or such recovery for the same or similar
events under other law or provision, and on the other hand, which
might arise with respect to retroactive rights which the claimant
elects to pursue as if section 1 was in cffect at the time of accrual of
the claim.

The cffect of this legislation is to eliminate the danger that seamen
may recover both against the Federal employces’ compensation fund
and under his statutory or common-law remedies for the same injury.
Such double recovery has been avoided in the past by administrative
and judicial action which this legislation will serve to confirm. This
logisfution, however, docs not c'iminate danger of double recovery in
connection with payments made nnder bonefits provided by decrees
of the Maritime War Emergency Board in sll cases. The committee
understands that that Board is giving consideration to and will under-
take to adopt approprinte safczuards so that duplicate payment of
benefits to seamen for the same injury or casualty through the opera-
tion of their benefits and through thoe benefits provided for under this
legistation will be avoided. '

It is in line with the policy of avoiding confusion and duplication
that specilic reference is made for the exelusion of seamen cinployees
of the United States from the benefits of Public Law 490.  This law
provides for the continuance of pay and allowances in case of missin,
or interned civilian officers or employees of the United States an
might be construed to include seamen employed by the War Shippin,
Administration. Decisions of the Maritine War Emergency Bourﬁ
extend similar rights and benefits to seamen serving aboard United
States flag vessels of the Ameriean merchant marine, and hence if
benefits were extended under Public aw 490 there would be a dupli-
cation of comparable benefits for similar circumstances.

With respect to scamen on foreign-flag vessels, the remedy provided
by this legislation is of course in substitution for remedics that might
exist under the lnws of a country in which the vessel may be docu-
mented, and seainen proceeding under this section by such choice of
remedies will have waived benefits under laws of any other country
that might otherwise be available,

Suggestions have heen made that the National Labor Relations
Act be made applicable to scamen, notwithstanding the fact that
scamen employed by the Governinent would not be entitled to bene-
fits under that act.  The committee understands that it is the inten-
tion of the Adivinistrator of the War Shipping Administration to
avail himself of the facilitivs of the National Labor Rclations Board
for the purpose of aiding in the maintenance of collective bargaining
processes and adjusting problems in such connection when consistent
with the prime objective of a vigorous and successful prosecution of
the war. Under the Executive order creating the War Shipping Ad-
ministration, the Administrator has full authority to avail himself of
such scrvices, and in vicw of the expressed attitude in this conneo-
tion, it scems unnecessary to consider further suggestions for making
the National Labor Relations Act specifically applicable to seamen by
statute.



24 CLARIFY CERTAIN PROVISIONS OF MERCHANT MARINE LAWS

The Administrator’s proposed solution to this problem would appear
to assure seamen the sthstrs,mtial benefits of the National Labor Rela-
tions Act without infringing upon the well-established principles that
the United States as an employer is not subject to the National Labor
Relations Act. The Administrator could avoid subjecting disputes
or other problems to the National Labor Relations Board in cases
where this might interfere with the effective prosecution of his duties
and functions. Accordingly, this solution of the prcblem seems to
make legislative action unnecessary.

WAIVER OF FEDERAL TAX IMMUNITY

The operation of vessels for the account of the United States through
the War Shipping Administration raises the general question of
immunity from payment of Federal taxcs in respect of the operations
and activitics of the War Shipping Administration in the management
of the merchant fleet. The War Shipping Administration has gen-
erally the powers of a business or commercial organization in the
operation of the fleet, and apparently, under its existing powers,
has thoe right to make the payment of these taxes and to waive govern-
mental immunity. The administrative costs in setting up the im-
munity from Federal taxation, however, constitute in fact only an
additional expense to the United States because the United States
collects the taxes in any event. In order to avoid expensive and
unnecessary controversy, it seems desirable to expressly provide in the
law that the War Shipping Administration shall not be required to
assert_this immunity from payment of Federal taxes, and subsection
(d) of section 1 would expressly provide that the War Shipping
Administration and its agents may, with the approval of the Admin-
istrator, make payments of any taxes, fees, charges, or exactions to
the United States or its agencies.

SecTiON 2

Section 2 of the bill covers the matter of providing more complete
protection for seamen and their dependents in cases of loss of life or
bodily injury to the scamen. Ample insurance protection for risks
which are strictly war risks is provided by the War Risk Insurance
Act as revised by the act of April 11, 1942 (Public Law 523, 77th
Cong.). The ecommittee believes that Congress intended in that act
to provide the seamen bencfits in cascs of death or injury arising in
connection with war conditions without the limitations which would.
follow technical distinction between marine risks and war risks. In
order to accomplish this it is necessary to amend the law as provided
In section 2 (a) in order to prevent a possible denial of insurance
bonefits in cases of death andp injury from such risks as collisions in
convc:P_', accidents due to running under black-out conditions, and
stranding or other accident due to removal of peacetime aids to
navigation.

Section 2 (a) of the bill would amend section 222 (f) of the War
Risk Insurance Act as to enable the Administrator to provide insur-
ance for the benefit of seamen and their dependents in all cases of
death or injury arising from causes engendered out of the war and
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limited only in that the risk shall be “marine risks.” The effect of
the amendment in section 2 (a) would be to authorize the insurance
of masters, officers, and members of crews of vesscls and other per-
sons transported theroon, against loss of life, personal injury, or enemy
detention arising from war risks or marine risks, to tho extent that the
Administrator determines necessary or desirable,

A new subsection (b) in scction 2 covers cases of death or injury of
seamen with respect to the period beginning October 1, 1941, and
ending with the enactment of the bill. This new subscction would
expressly authorize the Administrator to provide insurunce benefits
in the case of injury, death, or other casualty to seamen on vessels
oecrut,cd by or under the control of the Maritimo Commission or the
War Shipping Administration during that period.

The Administrator of War Shipping Administration has authority
to make retroactive adjustments in wages, bonuses, war-risk-compon-
sation, and other matters covered by determinations of the Maritime
War Emergency Board, or otherwise within his powers. It is believed
that he also has power to make retroactive provisions for ‘‘marine”
insurance to eover risks arising out of the war which for humanitarian
purposes should be compensated for ns war risks rather than marine
risks. However, in view of the lurge amounts involved in this type of
retroactive provision of insurance, it is-felt desirable that the matter
should be covered by an express provision of law. 1tigintended by this
section to cover cases of vessels captured by enemy powers at a time
when adequate insurance provision against ({cuth, injury, detention, or
other war risks had not been provided ; vessels which have been lost for
reasons unknown or principally because of developments arising from
the war; vesscls wlnicK are only partially insured because of limitations
of the insurance market or cstablished practices, and various other

. special cases where relief is needed to achieve justice and equity.

It appears to the committee to be highly desirable to make retro-
active provision for these cases because of the unreasonable hardship
on seamen and dependents, which in fact arose from the restricted
type of insurance coverage then available, misunderstandings of legal
rights, emergencies, or oversights. The Administrator would be
authorized to provide such insurance substantially under the circums-
stances which would be covered in respect of insurance issued under
tho preceding subscction (a) of section 2, .and only if the Administrator
finds that such action is required to make cquitable provision for such
casualty. Any funds paid under retroactive insurance placed in
effect under thjs subscction would be applied in pro tanto satisfaction
of claims against the United States arising from the same loss or
injury. Determinations and acts of the Administrator under th
subsection will be final and conclusive. .

REQUISITION OF FOREIGN-FLAQ VESSELS (B8EC. 8)

Scction 3 (a) is intended to improve the administration and opera-
tion of the Foreign Vessels Requisition Act (Public Law 101, 77th
Cong.). It bas been necessary in the administration .of section 1 of
that law to make deposits ‘““on account of”’ just compensation for
requisitioned vessels before a final determination as to the amount of
just compensation for such vessel. American creditors often hold
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encumbrances on these vessels which are, of course, owned by foreign
citizens. The advance payments place the American licnors and
other claimants in a position to proceed with the prosecution of their
claims without awaiting the final determination as to just compensa-
tion to the owners which may take many months, or even years. Tho
existing law, however, does not expressly provide for such deposits
on account and the right to make such payments has been challenged.
Tlic amendment in section 3 (a) would confirm the authority to make
such paymente and avoid controversies concerning them. The amend-
ment would also help to clarify the procedure applicable to the enforce-
ment of claims of the creditors and will expedite collections of claims
by American creditors.

REQUISITION OF TITLE TO VESSELS

Section 3 (b) of the proposed committee substitute is desigied to
implement and clarify the operation of section 902 of the Merchant
Marine Act, 1936, as amended, and of the act of June 6, 1941, in
situations in which, following a requisition of title, it appears that
the ownership of the vessel i1s not required by the United States.
Subsection (a) of section 902 of the 1936 act directs that in such a
situation the vessel berestoted to the owner when its use is terminated,
and requires that upon restoration it must be in as good condition as
when taken, less ordinary wear and tear, or that an allowance for
reconditioning be made. ~As enacted in 1936, this provision described
such a situation as one in which *“‘a vessel lis] taken and used, but
not purchased.” Since throughout the subsection the words “taken’’
and “taking” uniformly refer to a requisition of title in contradis-
tinction to a requisition of use, the word ‘‘purchased’ in the quoted
phrase evidently referred to the ultiinate consummation of the trans-
action. The act of August 7, 1939 (53 Stat. 1254, 1255), revised the
language to describe the situation as one in which “any property
is taken and used under authority of this section, but the ownership
thercof is not required by the United States.” Thus the present
law, although it speciﬁculry provides for converting a requisition of
title into a requisition of use, does not satisfactorily specify how it
is to be determined after a requisition of title that the ownership is
not required by the United States, how such a determiuation is to
be manifested, nor whether the determination may still be made after
full compensation for the title has been paid. Since section 1 of the
act of June 6, 1941 (Public, 101, 77th Cong.), incorporates by reference
the compensation provisions of section 902, the problenis are the same
when a like situation arises after a vessel has been taken pursuant to
that act. Consequently, provision made in section 3 (b) would, to
clarify these situations, provide that at any time after title has been
requisitioned under either act and before payment or deposit in full
or payment or deposit of 75 percent of the compensation, the Adminis-
trator of the War Shipping Administration may determine that the
ownership is not required by the United States; to be effective, notice
of the determination must be published in the Federal Register, and
when these stops have been taken all legal consequences ara the same
a8 though use rather than title has been initially requisitioned.
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REQUISITIONED VESStL8 IN CUSTODY OF COURT

Another pro amendment of the law for requisitioning is
contained in subsection (c) of section 3 of the comniittee substitute
relating to the procedure in requisition of vessels which are in the
custody of either State or Federal courts. ‘Lhe commitiee amend-
ment provides that in such cases, whether the vessel be taken under
section 902 of the 1936 act or the act of June 6, 1941, it shall be the
duty of officers of the court having possession or control of the vessel
to comply with the requisition:ng upon filing with the clerk of the
court a certified copy of the order of requisition. The amendment
will further require such officinls’ to -permit representatives of the
_ requisitioning Govermmnent agency, the Maritime Commission, or the
War ‘Shippiug Administration, to tehe possession or control of the
vessel.

Subsection (d) of section 3 of the praposed committee substitute
would clarify the requisitioning procedure under section 902 of the
1936 act in cuses where there are valid licus and encumbrances against
the requisitioned vessel.  Specific provision to caver similar cuses was
made in scetion 1 of the act of June 6, 1941, relating to rcquisition of
foreign-flug vessels lving idle in ports of the United States. The 1936
act hias no specific provisions of similar natuie en this subject, and
it scems highly desirable that comparable pravisions should be pro-
vided in section 902 of the 1936 act to protect lien cluimants in cases
where Anierican vessels are requisitioned under that act.  The pro-
posed amendment anthorizes tue making of wdvances on account of *
just compensation ns provided in respeet of foreign-flag vessel requi-
sitions in scction 3 (a). It further provides for the deposit of com-
pensation with the Treasurer of the United States, the fund to be
available for the payment of such compensation, and shall be sub-
i'v('t to be applied to the payment of valid mortzage or attachment
iens subgisting at the time of requisition. It further provides that
the holder of a claim may bring a suit in admiralty not later than 6
months after the first deposit on aceaunt of compensation, to secure
a determination of the claim, ‘

This amendirent would provide a uniform procedure in connection
with the deposit of compensstion and the enforeement of liens und
encumbrances agninst the, vessels out of the compensution fund in
simnilar manner under both the 1936 act and the act of June 6, 1941,

WAR RISK INSUKANCE AMENDMENTH

Subsection (¢) (1) of section 3 of the proposed committee substitute
would amend section 223 of the War Risk Insurance Act to improve the
administration of the Insurnnce Act. It appears that, especially in
those cuses where the War Shipping Administration provides war
risk insurance on cargoes at noncommercisl rates in connection with
the price-control program of the Office of Irice Administration,
insurance has been and should be made availahde through existing
commercial channels, by means of appointinent of existing insurance
companies as underwriting egents for the issuance of direet policiey
rather than by means of reinsurance. The ‘\roposod amendment

would confirm this suthority by expressly providing for tho utilization
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of insurance companies as underwriting agonts for the Administration,
and permit the payment by it of an allowance for expenses, such
expenses not to include any commission paid by the agent in excess
of 5 percent of the premiums involved. In this connection it may
be noted that war risk activities of the War Shipping Administration
are likely to be greatly increased by a revision of the “freedom from
capture and seizure” clause. ) .

gubsection (0) (2) of section 3 of the committee substitute covors
another minor gap in the insurance law. Section 223 of the War Risk
Insurance Act now provides that in the case of reinsurance, the allow-
ance for taxes, commissions, overhead, and other customary expenses
to the original insurer may not exceed 5 percent of the premium paid.
Reinsuranco, particularly in the marine field, becomes increasingly
necessary, ami) such reinsurance would embrace an entire field of
insurance, not isolated situations. The 5-percent limitation stultifies
the use of reinsurance since it is insufficient to cover the cost of doi
business by the underwriters requesting reinsurance. The services o
such underwriters can be obtained at a very moderate cost and without
substantial profit. To make use of their facilities would be in the
best intcrest of the Government. They perform many important
functions, including not only the preparation and issuance of the
policies but the handling of claims, adjustments, inspections and
numerous other activities, which, unless performed by such under-
writers, would have to be undertaken by the Government itself. This
involves increased expenses, with substantial loss of efficiency. The
existing provision scems to have been intended as a prohibition against
payment of excessive commissions to brokers antf others concerned
allxld lt)he prohibition is contained in the amendment and fortified
thereby.

Section 3 (f) of the committee substitute covers another small gap
in the insurance law. Under section 224 of the War Risk Insurance
Act, other departments and agencics of the United States can procure
insurance from the War Shipping Administration to cover war risks
and thereby make use of the existing insurance organization in War
Shlgpmg Administration. The act, however, does not specifically
embrace marine risks. There are cases in which it would be desir-
able for Government agencies to procure such insurance service for
marine risks on vessels in which the United States has an interest,
The amendment would provide for this by authorizing departments
to procure insurance from the War Shipping Administration as pro-
vided for in section 10 of the Merchant Marine Act, 1920, as amenged
which authorizes insurance of marine hazards in respect to vessels in
which the United States has an interest.

INTERPLEADER IN INSURANCE PRCCEEDINGS

Subsection (g) of section 3 of the proposed committee substitute
would provide for interpleader proceedings in litigation with respect
to war risk insurance, particularly insurance upon the lives of officers
and members of crews. In these cases claims o}):eversl claimants may
be asserted raising conflicting interests, The amendment would
permit the determmation in a single suit of the rights of all persons
In interest. For example, the situation may arise where administra-

tive officers do not acknowledge any indebtedness under a policy but
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there is doubt as to which of two or more persons is entitled to collect
if an indebtedness has in fact arisen. In other cases the indebtedness
of the United States may be acknowledged but there may be such
doubt as to who is entitled to collect that it is unsafe for the Govern-
ment to make payment without a judicial determination. The
amendment provides machinery whereby all conflicting claimants
would be brought into the litigation, or if necessary, litigation might
be initiated through an action in the nature of a b}li of u;texgglg er.
The failure of potential claimants to assert their claims, or inability to
locate actual or potential claimants, or any uncertainty as to identity
of claimants would not be permitted to bring about an indefinite
postponement of the determination of rights involved. The amend-
ment would provide for the naming of such claimants as parties and
gervices by publication or other form of reasonable notice. The
language of the proposed amendment is an adaptation of a provision
directed (;:odthe same problem in the World War Veterans’ Act, 1924,
as amended.

OTHER INSURANCE PROVISIONS

Subsection (h)! of section 3 of the committee substitute would assist

in avoiding delays and uncertainties in connection with the perform-
ance of services or the provision of facilities for public or private vessels.
Difficulties have been encountered in procuring the necessary insurance
})rotection for companies performing services or providing facilities
or vessels, especially in the case of ship repairs. The amendment
would authorize the War Shipping Administration to provide such
insurance or reinsurance against legal liabilities of such companies in
connection with such services and facilitics. Such insurance or re-
insurance may be provided whenever the Administrator is of the
opinion_that 1t is required in the prosecution of the war effort and
cannot be obtained at reasonable rates or upon reasonable conditions
from approved and authorized American insurance companies, Such
insurance or reinsurance would not be available to cover liabilities to
employees with respect to employers’ liability or workmen’s compen-
sation,

It is believed that under section 10 of the Merchant Marine Act,
1920, the War Shipping Administration has authority to provide
insurance for this type in all cases involving vessels in which the
Government has an interest. The legislation is therefore in part
merely a reaffirmation and clarification of existing law.

Section 3 (i) * of the committee substitute is intended to avoid po-
tential difficulty by specifically providini; that the insurance powers
of the War Shipping Administration include the power to cover the
agents as well as'the owners or charterers of the vessels. It has al-
ways beern assumed that the agents do not have a-liability which is
separate or independent of that of the vessel owner or charterer.
However, some recent decisions have given rise to the possibility
that some agents may have an independent liabilit ?&n’nn v.
Southgate Nelson Corporation, 121 F. (2d) 100 (C. C. A. 2d, 1941),
certiorari denied, 314 U. 8. 682; Margaret M. Brady v. Roosevelt
Steamship Company, Inc., 128 F. (2d) 169 (C. C. A. 2d, 1841)). At
the present time the War Shipping Administration may provide in-
surance for the interests of the owners or charterers of the vessels.

1 Bubace. (1) of H. R, 133; subsce. (h) of H. R. 7424.
¥ SBubsecs. (J) and (h) of the bill H. R. 183.

H. Repts., 78-1, vol. 1——088
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The right to include the interests of agents is not specifically men-
tioned in the law but is believed to be implied therein. In view of
the possibility that agents may have an independent liability it is
desirable to amend section 3b of Public, 101, Seventy-seventh Con-
gress, to specifically include agents among those entitled to coverage
under the Administration’s insurance powers. )

Section 3 (§) 2 of the committee substitute is angt!ler insurance
provision intended to clarify the scope of the Administration’s in-
surance powers. The War Shipping Administration has authority
under section 4 of Public, 101, Seventy-seventh Congress, to charter
and opcrate vessels owned, requisitioned, or chartered by it. This
authority extends to immobilized vessels taken over under Publie, 101
vessels chartered under section 3 (a) of Public, 101, vcgs.cl.s purclmsc(i
under scction 4 of Public, 101, and also vessels requisitioned under
section 902 of the Merchant Marine Act, 1936, for title or use, as well
as vessels constructed by the Maritime Commission. Provision is
made for the insurance of the first three classes of vessels named by
section 2 of Public, 101, but it is doubtful that insurance can be pro-
vided under that section with respect to vessels in the other classes
described. It is clear that the insurance provisions of section 3 (b)
should be made as extensive as the operations and charter provisions
of section 4. This objective would ge carricd out by section 3 (j).
It is understood that while the War Shipping Administration desires
to have this full authority to meet all probable neceds, it is not the
present intention of the War Shipping Administration, if this amend-
ment were enacted, to cover ordinary marine risks on hulls.

SecTION 4

Section 4 of the bill relates to the technical question of limitation
of liability and is intended to eliminate any doubt that may exist as
to the right of the United States to limit liability with respect to the
vessels operating for its account cither as tine charter or otherwise.
It is the opinion of the War Shipping Administration counsel that the
United_States is entitled to limit Lability with respeet to cargo or
otherwise in the same manner as owners of commercial vessels. This
conclusion, however, has been questioned by some, and the enactment
of scction 4 would climinate any doubt. ~Since cargo is invariably
insured, section 4 for all practical purposes is not intended to protect
against shippers’ claims but against claims of cargo underwriters
whose premiums are based on the assumed right of the carrier to
limit liability in such cases. The provision is, therefore, entirely
cquitable to all coneerned.

The amendment to. this sectioh proposed by the committee is a
perfecting amendment making it clear that it would a ply to vessels
owned by the War Shipping Administration as well as L|l\osc chartered
to the War Shipping Administrator or operated by him or for his
account. .

In this connection it may be pointed out that the policy of the War
Shipping Administration has been to maintain the normarrelntionship
of carrier and shipper witlr respect to transportation of commercial
cargo on vessels owned or controlled by it. 'I‘igs has not been entirely

ossible in the case of public vessels in view of the limited scope of the
ublic Vessels Act. In such cases, shippers apparently have no relief

———————

* Bubsecs. (§) and (h) of the bi)) H. R, 133,
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against the Government on public-vessel shipments under the Suits
in Admiralty Act or Public Vessels Act. It is understood that this
situation will be cured by modifying the standard form of bill of -
lading so as to provide, contractually, protection to shippers on this
class ;)f vessels comparable with that enjoyed by shippers on merchant
vessels.

SEcTION 5

Section 5 of this bill is a miscellaneous section setting forth the
appropriate effective dates of the various provisions of the bill and
with respect to social-security taxes ratifying and confirming the
validity of past payments of such taxes.

The committee amendinent to this section strikes out the language
relating to Federal social-security taxes to conform with the amend-
ments to section 1 of the bill which, when adopted, would cover the
entire subject matter of soeial-security benefits by specific amend-
ments and make these provisions of section 5 unnecessary,

The termination clause in title I of the First War Powers Act, 1941,
provides that the title shall terminate 6 months after the end of
the war or at such earlier date as the Congress by concurrent resolution
or the President may designate.

Reports on the proposed legislation received by your committee
from various interested departinents follow: '

OrFICE OF THE ATTORNEY GENERAL,
Waushington, D. C., July 80, 1948.
Hon. SchuoyrLer O. Branp,
hairman, Committee on the Merchant Murine and Fisheries,
House of Representatives, Washington, D. C.

MY Dear Mi. Cuammaan: This acknowledges yvour letter of July 24, 1942,
requesting 1ny views relative to a bill (11, R, 7424) to amend and clarify certain
rovisions of law 1clating to functious of the War Shipping Administration, and
or other purposes.

Section 1 of the bill wouldl make applicable to seamen employed by or on behalf
of the War Shipping Administration, all the rights, benefits, and inmunities that
they would have if they were employed on privately owned vessels. It would
also expressly provide that such sesien shall not be entitled to any of the benefits
or be subjeet to any of the charges provided for ciployees of the United States,

Section 2 wonld amend the luw relating to marine insurance in time of war so
as to permit the War Shipping Administration to furnish protection to scamen,
which would include all imarine risks which reamen might encounter in wartime;
for example, injuries sustained in collisions in convoy due to black-vut conditions.

Section 3 (8) would authorize the War Shipping Administeation, prior to making
a definite determination of just compensation, to make a deposit with the ‘Freasurer
of the United States on aceount o} such just compensation for foreign merchant
vessels which it requisitioned.

Under existing law (act of April 1, 1942, Pullic Law No. 523, sec. 223) the
amount of commissions gind expenses which may be atlowed Ly the War Shipping
Administration to an insnrancee carsier for commissions and expenses on reinsur-
ance is restricted to a fixed pereentace of the promiums. Section 3 (L) of the bill
under consideration would remove this restriction so far as eypenses are concerned.

Scction 3 (¢) of the wmeasare would autharize any depurtaicat or ageney of the
United States o procure insurance against arine ri=ks on hulls in which the
United States has a legal or equitable interest. Seetipns 3 (d) and (e) would
merely clarify certain ambiguities in existing law relating to the insyrance of the
interest of a general agent for 8 vessel and the insurance of certain elusses of
vessels acguired by the War Shipping Administration.

Scetion 4 would accord to the United States in fespect to all vessels under the
contrul of the War Shipping Adininistration, the same right to limit lability and
to recrive bencfits as is accorded to owners of private vessels,
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Scetion 5 would provide that section 1 of the bili shall remain in force until 8
months after the termination ofethe war or until such carlicr date as the Congress
by concurrent resolution or the President by groclnmatlon may designate.

I find no ol)iicction to the enactment of the bill

Sincere ours,
Bincerely y Fraxcis BippLs,
Altorney General.

FEDERAL SECURITY AGENCY,
Washington, August 31, 1948.
Hon. 8. O. Branb, . .
g hairman, Commitlee on the Merchant Marine and Fisheries,
House of Representatives, Washington, D. C.

My Dear Mg. Cuairman: This is in reply to your Jetter of July 24, 1942,
requesting a report from this Ageney to your committee on H. R. 7424, a bill to
amend and clarify certain provisions of law relating to functions of the War
Shipping Administration, and for other purposes.

This Ageney is (lircctiy intcrested only in section 1 of H. R. 7424, which is
intended to clarify the status of scamen employed by the War Shipping Adininis-
tration with respeet to their rights and bencfits, and to preserve to seamen who,
by reason of their employment by the War Shipping Administration, might become
employees of the United States, thosc rights and bencfits to which they would be
entitled if they were employed on privately owned and operated vessels. This
Agencey is in complete agrcement with this objective, It ia currently carrying
on threc major programs which arc of dircet bencfit to merchant secamen: the
old-age and survivors’ insurance program of the Social Security Board, medical
reliof%»cncﬁzs provided by the Public ealth Service, and vocational rehabilitation
administered by the Office of Education.

As a matter of general policy, this Ageney is opposed to the extension of Social
8ceurity Act coverage to particular groups of cmrloyecs within a larger category
of employment. However, it is highly desirable that employees who do not
change jobs shall not rass from private employment to Federal employment and
back again, and it is felt that thc employees of private ol‘pcrntors taken over b
the Government as a war measure are a special class of Federal employees wit{l
special coverage problems. It is further felt that scamen in the employ of the

ar Shipping Administration are a special group within this category of Govern-~
ment employment. Scamen in private employment obtained coverage 3 years
later than other eategories of private cinployces and are not so likely to have
attained a “fully insured” status under the program; thcy have a distinctive
voeation which is especially hazardous in the war situation and, therefore, are in
epccial need of the henefits of old-nge and survivors’ insurance coverage ; and they
arc less apt to shift from their apecial category of employment to other wartime
Government employment to which coverage has not yet n extended.

For these reasons, whilce it would prefer legislation which would extend coverage
to all employment taken over from private employers a8 a temporary war mecasure,
the Ageney is in favor of the enactment of legislation which would extend coverage
under the old-age and survivors’ insurance program to scamen who are in :ﬁe
employ of the War Shipping Administration.

here are, however, numerous technical questions involving the mechanism for
achieving the policy described above. The existing draft Buggests a number of
scrious drafting problems which we would like to digcuss with the Bureau of
Internal Revenue and other agencics interested in the administration of the social-
sccurity aystem before rrcscn ting proposcd language revisions. If the committee
intends to report the bill favorably, we shall be glad to make available to it such
suggestions with respect to language, .

cdical relicf benefits are provided by the Public Health Service under existing
law and rcgulations to merchant seamon on vessels documented under the laws
of the United States, to seamcn on vessels of the United States Government of
more than 5 tons’ burden, and to scamen on fone’lgn vessels subject to a charge
to be dpaid by the master of the foreign vessel. This A cncy agrees that there
should be available to all seamen employed by the War ipping Administration
the medical relief afforded by the Public Health Service, Itﬁs recommended
that scction 1 be revised to avoid the possibility that scamen on ships under
foreign registry and chartered by the War Shipping Administration may be oon-
sidered as having the atatus of seamen on foreign ah?pl rather than that of seamen
o0 ships of the United States Government.



CLARIFY CERTAIN PROVISIONS OF MERCHANT MARINE LAWB 33

The proposed legislation sontemplates that disabled seamen may be compen-
sated by administrative actlon or by recovery under the Suits in Admiralty Act,
It ia important that administrative procedurcs be established for the prompt
referral of ‘those who are eligible for vocational rchabilitation. It would seem
advisable, therefore, to consider including in this legislation a specife legislative
basis for making arrangements by which the name and address of each seaman
to whom compensation is awarded by either method may be forwarded, with the
relevant medical information, to the appropriate Board of Vocational Education.

The Agency is in favor of the objectives of scction 2 of the proposed legislation
which brosdens the insurance provisions of the Merchant Marine Act with respect
to seamen. However, no rccommendation s made with respect to this section
or the exclusion of scamen by section 1 from the bencfits of the United States
Employecs’ Compensation Act. These matters are beyond the scope of the
Agency's administrative responsibility. .

This Agency is in favor of the cnactment of legislation which would accomplish
the objectives of section 1 of H. R. 7424,

The Bureau of the Budget adviscs that there is no objection to the submission
of this report to yonr commiittee,

Bincerely yours, :
Warson B. MiLLeR,
Ading Administrator.

Unitep Stares Eurroyers’ ConrensatioN Commiesion, -
New York, N. Y., July 31, 1948.
Hon.csenvvul Q. BLAND,

hairman, Commitice on the Merchant Marine and Fisheries,
House of Representatives, Washington, D. C.
Dzas Ma. Cuairman: The Commission has recelved your letter of July 24,
1042, transmitting copy of the bill (H. R. 7424) to amend and clarify certain

ovisions of law relating to functions of the War Shipping Administration, and
or other purposes, with request for the views and recommendations of the Com-
mission with respect to this proposed legislation. o

The only part of the bifl with respect to which the Coinmisslon s In & poeition
to make any comment is that part relating to benefits and remedies for seamen
employed by or on behalf of the United States through the War Shisghni.&dmln-
istration, or agenta or other persons acting for or on behalf of that Admiuistration.
It appears from information received by the Coinmission that the emgloyment
arrangement, with respect to scamen engaged upon vessels operated by or for
the War Shipping Adininistration, Is such as to give scamen upon such vessels
status as civil employees of the United States. As such, they or their dependenta
would be entitled to receive the full protection entitled to workmen under the
Federal Employees’ Compensation Act, administered by this Commission, in
case of injury or death occuring while in the course of their employment, irre-
spective of the fault of the employee or the negligence of the employer. During
the last war, and subsequent thereto, emnployees aboard vessels operated by or
for the Emergency Fieet Corporation and the former United States Shipping
Board, where employment relationships with the United States existed, were
afforded rrotection under the Federal Employees’ Compensation Act.

The bill, H. R. 7424, however, in effect provides that seamen emploved by or
on behalf of the United States, through the War Shipping Administration, shall
not be entitled to any workmen’s compensation benctits provided for Federal
employees. The bill proposes that they shall have “all of the rights, beneﬁt:a
exemptions, privileges, and liabilitics of scamen cmployed on privately own
and operated -American vessels,” “with respect to (1) death, injurics, illucss, losa
of effects, detention, or repatriation, or claiing arising therefrom; (2) the Federal
social-security laws and Fedceral cmployment-tax laws} and (3) allotments.”
Soine of the rights, benefits, privileges, ete, referred to above, are not statutory,
and apparently have mercly a contractual basis, the extent of benefits presumably
depending upon what any particular contract may contain (and to that extent
apparently making it difficult, if not impossible, to give an acceptable or uniform
meaning to the terms “bcncﬁw," “privileges,” ete., referred to.)

‘The Commission is not ccrtain as to the persons wﬁo ac intended to be affected
by section 1 of the bill, H. R. 7424. It apparently is intended to relate to seamen,

et on linca 4 and 5, page I, persons other than seamen would scem to be included.
is arises because of the phrase “or agents or other persons acting for or on
behalf of the War Shipping Administration.” If other than scamen ghould be
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included, the remainder of scetion 1 becomes difficult to apply, as the rights and
remedies referred to are thosc of seamen. | Also this “or”’ inclusion might possibly
be construed to bring under the incasure certain civilian employees of the United
States, employed by the War Shipping Administration or possibly some other
agency, who may not he cmployed as scamen. This result obVIolls_ly is not
intended and proper language revision should be made. Otherwise many
Incongruous situations would result.

Apparently the purpose of the proposed legislation is to placc seamen in the
same relative position, while employed by the United States, as they were when
engaged in private cmployment, so far as the right to damages and remedics for
injury or dcath are concerned. Such rights heretofore existing under admiralty
law and by statute were (1) the right to maintenance and cure, with respect to
disability incurred while in the ship’s service—an ancicnt right which exists regard-
less of any question of negligenee of the cmployer as to the cause of disability,
under which a seaman may rcccive hosgitalization, medical carc, and maintenance
for a period of temporary disability, the period to some extent being arbitrarily
determined, but not for any long duration; the right to sue the cmployer in a
negligence action under the so-calfed Joncs Act (title 46 U. 8. C., sce. 688), which
Is a very similar law to the Federal Employcrs’ Liability Act relating to railroad
employees; (3) the right of dcgcndcnts to sue-on account of death on the high secas
by wrongful act (title 46 U. 8. C., sec. 761); and (4) the right under the gencral
admiralty law to.sue for injurics sustained because of the nnscaworthiness of a
vessel, Under the Suits in Admiralty Act of March 9, 1920, an action (accruing
by reason of ncgligence maintainable on. any basis above mentioned) may he
filed against the United States, provided the vessel \(ljpon which the person was
injured was employed as & merchant vessel (title 46, U. 8. C., sce. 742).

It is the Comimission’s understanding of the prgposed legislation that its
agplication is to bc limited to scamen employed by or on behalf of the War
Shipping Administration, and that the rights herctofore long enjoyed by scamen
in other Federal serviees, who have acquired status as civil employres of the
United States, will not be disturbed or affected. In this connection it may be

ointed out that in services such as the Army Transport Service. scamen have
geen employed directly as civil employees of the United States and for many
years have reccived the protection of the Federal Employees' Compensation Aet.

As to teamen in the Army Transport Service, it should he noted that the
protection afforded by the Federal Employees’ Compensation Act as far greater
than that contemplated for scamen by the bill H. R. 7424. The bill apparently
would merely provide a basis for recovery of damages for injury or death only in
the very limited class of cases where the employer was negligent. Negligence of
the employer or contributory negligence or fault of the employee is not a factor
in determining the payment of workmen's compensation benefits, and employces
and dependents receive the same protection in-all injury or death cases, whether
or not the employer was at fault. This is particularly important at the present
time to seamen who have long qualificd as Fedcral employees, hecause of the
greater hazards to which such seamen are presently exposed. According ton the
gublic press, due to encmy attacks great loss of lifc and severe injuries are suffered

y American seamen, which obviously far exceed the loss of lifc and injuries due
to normal maritime operations. Against such perils, as well as normal ind-1strial
injurics, these Federal seamcen are presently fully protected by the Federal
Employees’ Compensation Act. Should they be included in the present measure
it would mean suhstantial loss of protection, as it would uire them in every
case to prove negligence of the employcr before recovcryrg? damages could be
had, a burden which they do not have under the compensation law. Further-
more, as injury or death due td enciny action would not be duc to negligence of
the employer, no possibility of recovery damages would exist for the greatest
renls they encounter. Moreover, their suits would be subject (under the Suits
n Admiralty Act) to the provisions limiting the employer’s liability to the value
of we ;esse t(:el;:ch' ifhlost,hwould havgino value).

e do no eve that the present hill intends to disturb the tection
tofore afforded to such Federal employees; therefore, the Cemm!ss.el:'? 'eecimm';i?s
the acceptance of the policy that no ¢hange shall be made in the bill which would
affect the rights of such persons, and, as further assurance that their existin
rights will be !ul}f protected, that the committee include in its report a statemen

%:,ls licy gi lngentlon.

e Commission has no comment or su, ion to offer as to the other
of the proposed legislation, nor does it desire to make any statement nhum
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any matter of policy, other than that above mentioned with respect to seamen in
other Federal services.

In accordance with your request, four complete copies of this report are here-
with enclosed. .

Pursusnt to Budget Circular No. 390, dated June 1, 1942, the Commission
has submitted this report to the Bureau of the Budget, and it has been returned
with the advice that there is no objection to the presentation to the appropriate
committees of Congress of the views of the Commission as expressed herein.

Very truly yours,
’ . Jno. J. Kexoan, Acting Chairman,

Wazr Snw’u}‘q Anun:lxgrnn;?u,l
) ashington, ust 81, 1948,
Hon. 8. 0. Buun, nom £ 4

hairman, Commiltee on the Merchant Marine and Fisheries,
House of Representatives.
Dzar Jupae BLaND: You have requested the views of the War Shipping Admin-
istration with respect to H. R. 7424, a bill to amend and clarify certain provisions
of law relating to functions of the War Shipping Administration, and for other

u .

P qihe War Shipping Administration was established in the Office for Emergency

Management of the Executive Office of the President on February 7, 1942, by an

Executive order (No. 9054; 7 F. R, 837) issued under the First War Powers Aot.

- The fenetions and duties of the agency are set forth generally in paragraph 2 of
the order. Briefly, these funections are to control the operation, purchase, char-
ter, requisition, use, and alloeation of ocean vesscly, with eertain exceptions, under
the flag or control of the United States. The Adwministrator was vested with all
legal authority of the United States Maritime Commission with respect to these
matters and was specifically vested with the administration of the pertinent pro-
visions of the Merchant v arine Act, 1936, as amended, and the War Risk Insur-
ance Act, the Foreign Vessels Requisition Aet, and the Ship Warrants Act. The
last-nained acts hgve recently been extended for the duration of the war, and pro-
vision was expressly made to the effeet that the authority of the Maritiine Com-
mission under the extended laws, insofar as the same relatcs to funetions of the
Commission transferred to the Aduniinistrator under the said Executive order, are
to be performed by the Administrator in eonformity with the Esxccutive order.
The First War Powers Aect, 1941, provides that 6 months after the war all govern-

" mental agencics shall exercise the same funetions as heretofore or hereafter by law
may be provided, notwithstanding any action of the President under title 1 of the
said act. :

The War Shipping Administration, on April 19, 1942, gave notice of general
requisition of all occangoing vessels, and is now operating as owner or under
requisition charters, bare-boat charters, or time charters, niost of the merchant
marine of ‘the United States. These operations give rise to ecrtain problems
which require or make very desirahle legislative action in the interests of clarifica-
tion and effective administration during the war.

NEED FOR LEGISLATION

Various questions have arisen in connection with the benefits and remedies
for seamen employed by or on behalf of the War Shipping Adininistration on
vessels owned or barcboat-chartered by it, espeeially where such employment by
the War Shlppin% Administration gives seamen the status of employees of the
United States, he status of these scamen with respeet to their rights and
benefits should be elarified. .

Another problem primarily affecting seamnen and their dependents is the need
of providing more complete protection to scamen and dependents in case of loss
of life or bodily injury. The War Risk Insurance Act, which was rovised on
April 11, 1942 (l‘;ublic, 523, 77th Cong.), provides insurance protection for striotly
war risks. This act docs not cover certain marine risks such as collisions in
convoy, collisions due to running under black-out conditions, and stranding due to
removal of peacctime aids to navigation, which, while not strietly “war risks”
arise out of conditions engendered by the war.

The authority of War Shipping Admiinistration to provide insurance under
Public, 101, Seventy-seventh Congress, is not commensurate with the needs of the
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War Shipping Administration to protect interests in vessels owned or controlled by
it. The War Shipping Administration, for example, is unable properly to protect
its general agents in respect of the operation of the vessel and it is also unable to
provide the necessary insurance protection with respect to vessels owned or
controlled by it. L .

In the course of the proceedings to provide just compensation for requisitioned
idle foreign merchant vessels under Public, 101, Seventy-seventh Congress, the
War Shipping Administration has made deposits on account of ‘compensation in
advance of making any final determination as to the amount thereof, in order to
avoid delays in the adjustment of liens and claims involved. Some doubts have
been cxpressed as to the validitﬁ of such deposits on account, and Congress
may deein it desirable to clarify this point. . . -

The Wartime Insurance Division of the War Shipping_ Admlmstratign has
found it necessary to consider the rcinsurance of substantially all the risks in
given classes of risks. Some adjustinent of the possible allowance to underwriters
on reinsurance of their business must be made in order to utilize the commercial
organizations of the underwriters and adjusters and avoid the expensive alternative
of setting up a large organization in the Wartime Insurance Division. .

In view of certain special conditions, the Congress may deem it desirable to
make an express statutory declaration with respect to the power of the War
8hipping Administration to limit its liability as to vessels operated bK it disectly
or under time or bareboat charters or other arrangement. In view of the extensive
operations of the Administration, it is believed that such a declaration would
avoid uncertainties and unnecessary controversy.

THE PROVISIONS OF THE BILL

Section 1 of the bill provides that seamen employed by or on behalf of the
War Shipping Administrationn would have those rights, benefits, and immunities
to which they would be entitled if employed on ‘privat.ely owned and operated
vesscls, and that they would not, by virtue of their status as Federal employees,
become entitled to the bencfits generally provided for such employees. The
benefits to private seamen would include rights with respect to claims for death,
injuries, illncss, loss of cffects, detention, and repatriation, and wages, main-
tenance, and cure, and old-age pension benefits. he claims would be enforce-
able by suit against the Unitcd States only under the Suits in Admiralty Act.
This section would expressly exclude any bencfits under the United States Em-
plg}(ecs’ Compensation Act or the Civil Service Retirement Act.

he section would authorize the War Shipping Administration with respect
to seamen cmployed by or on its behalf to make payments and deductions as an
emé)loyer under the social-sccurity laws and the Federal employment-tax laws,
and any such payments and deductions made for such purpose prior to the
enactment of the measure would be confirmed by scction 5.

The scction further provides that the War Shipping Administration shall not
be required to assert immunity from paymept of Federal taxes in respect of its
opcrations and activitics. The United States collcets the taxes in any event
and the administrative costs in sctting up the immunity from taxation are only
an additional expense to the Unite tates. This provision applies only to
Federal taxation. Undor its existing powers, especially having in mind its powers
a8 a business or commercial organization, the War Shipping Adininistration does
have the right to make payments of these taxes (and waive its immunity), but
Congress may deem it desirable to have it expressly 8o provided in the law,

Section 2 of the bill would amend the War Risk Insurance Act. The War
Shipping Administration, under that act, may write insurance covering loss of
life of, or bodily injury to, scamcn against war risks. Unlike the case of property
Interests where the combined ficlds of war-risk insurance and marine insurance
afford full protection, there is no such complete insurance coverage in the case
of life or limb of seamen. ‘“War risk” coverage does not include many losses
aristg from war conditions but which are not strictly in the nature of war risks
8s interpreted by the courts. 'The doubt as to the extent of coverage comprised
within the term “war risk” has been increassd by a recent. House of Lords decision,
which, while perhaps liberal in result, tends to make more uncertain the scope
of war-risk coverage. Bection 2 would broaden the authority of the War Shippi
Administration to furnish protection for seamen’ so as to cover such navigation
Tisks as collisions in convoy, collisions due to running under black-out conditions,
and stranding due to removal of time aids to navigation. These and other
dangers to seamen, as a practical matter, result from or are greatly increased
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bg wartime operation of the merchant marine. The amendment of section 222
(f) would provide ‘fenenl and flexible authority to cover all marine risks of seamen
to which war conditions may contribute.

8ection 3 (a) of the bill is designed to confirm, and avoid any controversy as
to, the authority of the War Shipping Administration. to make deposits ‘“on
sccount’’ of just compensation for requisitioned idle foreign merchant vessels
under section 1 of the act of June 6, 1941. It has been necessary 1o mako deposits
“on account of*’ such compensation in advance of making any definite determina-
tion with respect to the amount of just compensation, in order that the lienors
and other cliamants may proceed with the prosecution of their claims at the
end of the 6 wonths without waiting for final determinations {and tull deposits),
which often cannot be made for many months. : .

8ubsection {(b) of the bill would remove the restrictions in section 223 of the
subtitle “Insurauce of the Merchaint Marine Act, 1936, as ameaded,” which
limits, by a fixed ratio to premiums, the amount of commissions and exponses
which may be allowed by the War Shipping Administration to the insurance carrier
on reinsurance with the War Shipping Administration. The section would still
require that the allowance to the insurance earrier on account of commissions be
limited to 5 rcrcent. :

The fixed limit on allowance for cxpenses on reinsurance of cominercial under-
writers was sound at the time of its enactment when the reinsurance contemplated .
was that of specific risks and when only & portion of the underwriter's business was
reinsured. ‘The provision is nnworkable when it becoines necessary to reinsure an
entire clasy of risks. For exawple, the problem may becowne critical in the case
of cargo war-risk reinsurance, where it may be necessary to write insurance on a
noncomuercial level (as provided in the War Risk Insurance Act) in councetion
with price ceilings fixed by the Price Administrator. Unless this provision is
amended, instead of utilizing the cxisting commercial organization which is well-
eqripped and trained to do the work involved on the most eflicient and economical
basis, it world he neecssary to set up a very large organization in the War 8hip-
piug Administration. .

Scetion 224 of subtitlc “Insurance of the Merchant Marine Act, 1936, as
anicnded,” enables Government departinents to procure under such act necessary
insurance protcction for war risks, and to make use of the existing insurance or-
ganization in the War Shipping Administration. Subsection (c) of the bill would
enable departments and agencles to procure insurance service for marine risks on
hulls in which the United States has an interest, as deseribed in section 10 of the
Merchant Marine Act, 1920, as amended. .

The War Shipping Administration is anthorized under section 3 (b) of Publio
101, Seventy-seventh Congress, to provide insurance and reinsurance with respect
to vessels and any interest of the owner or charterer therein. Iv is the opinion of
the War Shipping Administration that the intercst of the general agent can be
insured under this language, but it inay be contended under certain decisions of
the courts that a general ageut for the vessel inight be held liable as an independ-
ent contractor with respect to claims arising out of the operation of the vessel.
As a safeguard, the proposed amendment in section 3 (d) would authorize protec-
tion against thid possible liability of a gcueral agent by incans of insurance under
Public 101 rather than through an indemnity agreement between the agent and
the War Shipping Administration as the owuer or charterer of the vessel.

While section 3 (b) of Public, 101, clearly authorizes insurance of (a) immobilized
vessels purchased, chartered, o1 requisitioned for use under section 1, (b) vessels
chartered under section 3 (a) and (¢) vessels purchased under section 4 of Publie,
101, it i not clear that insurance can be provided under this section with respect
to vessels otherwise acquired by the War Shipping Administration, including, for
example, vessels requisitioned under section 902 of the Mecrchant Marine Aect,
1936, for title or use, and vessels construected by the Commission under various
statutes. Provision for the charter or operation of such vessels is made in section
4 of Publie, 101, and it is considered that the insurance provisions of section 3 (b)
should be made as extensive as the operation and charter provisions of section 4,
as provided in section 3 (e) of the bill. Except in unusual situations, it is not the
intention of the War Shipping Administration (under this amenduent) to cover
ordinary marine risks on hulls. e e :

The War Shipping Administration has power to limit its liability as to vessels
operated by it directly or under time or bareboat charters or other arrangement.
It is operating vessels both directly and under such charters. There is no liabilit
on the agent of the War Shipping Administration under sueh charters, and it
believed desirable, even though section 4 of the bill may be said to be virtually
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a restatcment of existing authority, to have an express statutory declaration on
this point in order to avoid uncertainties and dclavs or unnecessary claims
especially in view of the fact that only the Administration is liable under the
in question. .

Chgl(.:::ctri?)n 5%( the bill would limit the life of scetion 1 ahove consulergd to the
same lifc 8s title 1 of the First War Powers Act of 1941. That act provided that
upon termination of said title I (6 months aftcr the termination of tl_le present
war or until such earlier time as the Congress by concurrent resolution or the
President may designate). all functions, dutics, and powers _shall be cxercxgcd
without regard to action of the President under the title (in this case the creation
of the War Shipping Admiuistration by Executive order on February 7, 1942),
Section 1 would be retroactive in operation so far as social-sccurity payments
actually made before the enactment of this mcasure are concerned. Provisidn
is also made to protect the prosecution and enforcement of any rights and liabilities
which accrue, before the termination of section 1, under section 1. .

The bill under consideration embodics the policies and purposes with some
changes in langnage of a clarifying or technical nature, of a proposcd measure
which, together with a proposed report to the Congress thereon, was submitted
by the War Shipping Administration to the Director, Burcau of the Budget, for
advice as to the relationship of the measure to the program of the President. The
Direetor, Bureau of the Budget, has advised that there would be no objection to
the presentation for the consideration of the Congress of a report in consonance
with the views of this agency as heretofore submitted to the Dircctor, Bureau of
the Budget, including the vicws of this agency as to the suggestions of other
Government agencies.

SUGGESTIONS FROM OTHER AGENCIES

With respect to the suggestions of other agencies, it appears that those of
the Attorney General with respect to the measure are embodied in H. R. 7424.
The Federal Security Agency has suggested the need for certain technical amend-
ments to section 1 of the bill, particularly with respect to sociai-security benefits.
These amendments are not yet available, but this agency is prepared to cooperate
in the drafting thereof in accord with the wishes of the coinniittee. It further
sppears that the technical suggestions of the United States Employces’ Compen-
sation Commission, with respect to the bill. can readily be worked out. The
Secretary of War has recommended the addition of three ncw sections to the bill
to be applicable with respect to scamen emploved by the Army Transport
Service and other branches of the War Department. This agency has informed
the Director, Bureau of the Budget, that it has no objection to the submission
of the proposed amendments to the Congress for its consideration.

The War Shipping Administration urges prompt cnactment of the measure.

Sincerely yours,

E. 3. Lanp, Administrator,

Unitep States CiviL 8zrvice CommissioN,
Washington, D. C., October 2, 1948.
Hon. S. O. Brawp,

Chairman, Commitlec on the Merchant Marine and Fisheries,
House of Representatives.

DeAr MR, BLanp: Further reference is made to your conimunication dated
July 24, 1942, transmitting cor_v of H. R. 7424, a bill to amend and clarify certain
rrovisious of law relating to functions of the War Shipping Administration. and

or other purposes, and requesting the cominents of the Commission thercon.

Tl}c bill would, among other things. exclude from the operation of the Civil
Service Retirement Act of May 29. 1930. as amended, all seamen employed by
or en behalf of the United States through the War Shipping Administration. In
licu of this coverage. such seamen would be subject to the obligations of and
entitled to bencfits under the Social Security Act. the same as seamen emplayed
on privately owned and operated American vessels. y

he War Shipping Administration was created in the Executive Office of the
President by Executive Order No. 9054, dated February 7, 1042, It is, of course
a Federal agency, and officers and employees thereof (except those, if any, excluded
by the President because of intermitteney or uncertainty of tenure) are auto-
matically subject to the civil-service retirement law as & condition of employment.
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This Commiisgion does not believe that employees of the United States appointed
by and servin dlrectl{ under a Federal agency such as the War Shipping Adminis-
tration should be excluded from Fedcral retirement coverage and thereby placed
ins d'lﬁerCI_lt category from other employces, However, certain points raised by
the War Shipping Administration have been discussed with officials of that Admin-
istration and, in the light of the representations made, this office is inclined to
agree with their views that existing circumstances warrant a modified opinion.
It is, therefore, recommended that the second sentence of section 1 of the bill be
modified to rcad: ‘ : '

“The terin ‘scamen’ as ysed in this section shall embrace officers and members
of crews who, because of the temporary wartime character of their employment
by the War Shipping Administration, shall not be considered officers or employces
of the United States for the purposes of the Civil Service Retirement Act or the
Employces’ Compensation Aect.’ : .

Should this amendment be included as suggested by the War Shipping Ad-
ministration, the Commission would interpose no objection to the favorable
consideration of the propusal.

Bureau of the Budget advises that there would be no objection to the su
mission. of this report to your comuiittee. ' .
With kind regards, I ann
Very sincerely yours,

Hanry B. MitcaxiL, President.

TREASURY DEPARTMENT,
Washington, October &5, 1942,
Hon. 8caurLEr O1is BLanp
Chairman, Committee on ine Merchant Marine
andfn‘aher_iu‘ House of Representatives,

My DEar Ma. Cuairman: My attention has been directed to the provisions
of H. R. 7424 (77th Cong., 2d sess.) entitled *“A bill to amend and clarify certaln
rro\'isiona of law telating to functions of the War Shipping Administration, and

or other purposcs.”

Among the purposes of the bill ngpear to be those of providing social-security
henefits for scamen cruployed by the United States through the War Shipping
Administration, and of providing for the payment of eorresponding employment
taxes.

No comment is made herein concerning the policy of making the proposed
extension of coverage, which is, of eourse, a matter primarily for the Congress to
determine. - If comment upon that poliey is desired from an ageney in the exccu-
tive branch of the Government, the Federal Seeurity Ageney is the one most
dircetly coneerned in advising on that question,

However, the bill, insofar as it affcets the Treasury Department, would appear
to be subject to certain objections eoncerning which it is desired to invite your
attention.

H. R. 7424 provides in part:

“[Sec. 1,) That all seamen employed by or un behalf of the United States
throngh the War Shiyping Administrution, or agents or other persons acting for
or on behalf of the War Shipping Adutinistration, shall, with respect'to * & *
(2) the Federal social-sceunity laws and Federal employment-tax laws ™ * * 9,
have all of the rights, benefits, exemptions, privil.ges, and liabilities of scamen
employed on privately owned and operated Awmerican vessels.  Sueh seamen shall
not be eutitled to any beucfits nor be subjeet to any charges provided for Federal
employees under the United States Fmployces' Compensation Act, as amended, or
the Civil Service Retircmment Act, ay amended. * * * The War Shipping
Adininisteation, with respect to seamen employed by.it or on its behalf, is hereby
authorized to make paytuents by way of contributions, and to make deductions

" from wages of such seamen, as if an emplover ander the Federal social-sceurity
laws and Federnl employment-tax laws.  "The War Shipping Administration and
it agents or persors acting on its hehalf or for its accotnt may, for convenicace of
administration, with the approval of the Administrator, make payincnt of any
taxes, fecs, charges, or exactions to the United States or its ageuncies.

. - . s . s .
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“Spe. 5. The provisions of section 1 of this act shall take cflect on the date of
enactment hereof, but payments and deductions under the Fedcral social-security
laws and Federal employment-tax laws of the nature authorized by said section
1 made prior to such date are hereby ratified and confirmed. The provisions of
such section I shall remain in force until the termination of title 1 of the First
War Powers Act, 1941. The termination of the provisions of such section shall
not affect any act done or any right accruing or accrued, or any suit or proceed-
ing had or commenced in any cause before such termination, but all rights and
liabilities under law as modified by such provisions shall continue an(,l' may be
enforced in the same manner a8 if such provisions had not terininated, .

Refcrence is made in section 1, quoted above, to ‘‘the Fedcral social-security
laws and Federal cmployment-tax lawa.”” No liability for taxes is currently in-
curred under the Social Security Act. The_ tax-imposing sections of that act
were superseded by the Federal Insurance Contributions Act (subeh, A, ch. 8,
Internal Rovenuo Code) and the Federal Unemployment Tax Act (subch. C,
ch. 9, Internal Revenue Code). The taxes imPosed by the two acts referred to
in the preceding sentence are denominated ‘‘employment tn.xes." However,
other taxes arc also called employment taxes—namcly, those imposed by sub-
chapter B of chapter 9 of the Internal Revenue Code, which superseded the
Carricrs’ Taxing Act of 1937.

It is believed likely that the only employment taxes which the bill intends he
imposed with respect to remuncration of the scamen in question are those im-

sed by the Federal Insurance Contributions Act. Whatever may be the intent
r:this respect, this Department considers it desirable that the intent be stated
expressly and clearly in the bill as distinguished from the present reference therein
to the employment taxes generally.

The benefits correlative with the taxes im by the Federal Insurance Con-
tributions Act are the old-age and survivors’' insurance benefits and are provided
for by title IT of the Social Security Act, as amended. Those bencfits are ad-
ministered by the Social Sccurity Board of the Federal Sceurity Averey,

A trust fund, out of which old-age and survivors’ insurance benefits are paid,
was established and is maintained under the provisions of section 201 of title
II of the Social Security Act, as amended. Such section appropriates to the trust
fund amounts equivalent to the taxes (including interest, penalties, and additions
to the taxes) received undcr the Federal Insurance Contributions Act from all
employers and cmployees suhject to the provisions of such act.

cction 1 of the bill would authorize, but not requirc. the War Shipping Adniin-
istration to pay Federal cmployment taxes. Since it is apparently intended that
corresponding benefits would be paid out of the old-age and survivors’ insurnce
trust fund, the payment by the War Shipping Administration of the tax on
employers and the tax on employees im d by the Federal Insurance Contribu-
tions Act should be made mandatory in order that no benecfits with respect to
employment of any class of individuals shall be payable out of the trust fund
without a correlative requirement of payment of taxes with respect to such
employment.

uarterly returns are ret“lired of each employer subject to the Federal Insurance
Contributions Act. On these rcturns the employer lists the name and social-
security account number of each employee and the amount of wagos paid by him
to the employee during the quarter. The employer sends to the collector of
internal revenue, with the return, both the amount of tax on the employer and
the aggregate of the tax on his employees. The tax on employces is collected b
the employer by withholding the amount thereof from wages as and when paid.
The employer is linble for the tax on émployecs whegher or not he collects it from
employees, The portion of the return listing the employees and their respective
wages is forwarded to the Social Security Board for use in maintaining a permanent
wage record of each employee. It is assumed, though it is not entirely clear, that
the bill contemplates that like returns and payments would be made by the War
8hipping Administration., : )

e employer is also required by the act (sec. 1403. Internal Revenue Code)
to furnish to each employee writien statoments showlng, among other things,
the wages paid by the employer and the amount of the tax on the employee.
The status of this requirement is not clear under the bill,

In the interest of certainty as to rights, duties, and liabilities, both of the em-
ployecs and of the War Shlppinr Administration, it is preferred by this De
ment that the intent of the hill with respect to taxes be carried out by direct
amendments to the appropriate provisions of the Internal Revenue Code,
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1f, as stated previously In this letter, it is intended that the taxes im by
the Federsl Insurance Contributions Act (suboh. A, ch. 9, Internal Revenue
Code) be paid with to the wages of the seamen In question, it is suggested
that the provisions of that act be amended. Those taxes are measured b
“‘wagos’’ with 2ct to "employment"’ as those terms are defined in section 1426.
Service performed in the employ of the United States Government is now expressly
excluded from "'employment.” It is believed that the purpose of the bill, insofar
as it relates to such taxes, can be accomplished by eliminating the provisions
:.hlfreof applicable to taxes and by inserting therein a provision substantially as
ollows: :

““Section 1426 of the Internal Revenue Code (83 Stat. 177, 1383; 26 U. 8. C.
1428) is amended by adding at the end thercof the following new subsection:

“ (i) Seamen employed by War Shipping Administration.——The term “employ-
ment” shall include such service as is determined by the War Shipping Admin
tration to be performed on or in connection with a vessel as an cmployce of the
United States by a scaman employed by the War Shipping Administration or any

ent thereof, if performed after .. ... ... ... andbefore ... ... _.__._ .. .

he War Shipping Administrator and such agents as he may designate for the
purpose are authorized and directed to comply with the provisions of this sub-
chapter on behalf of the United States as the employer of individuals whose
service constitutes cmployment by rcason of this subscetion.’”

The forcgoing method of covering the scamen for tax Furposcs would eliminate
the objections previously meutioned. The last clause of the first Bentence of the
suggested section 1426 (i) would climinate the necessity for legislative ratification
of any payments previously msde as taxes which is provided in section 5 of the
bill. 'l,;x coverage would be effceted retroactively by inserting in the finst blank
in the clause referred to the date which precedes the day on which it is desired
that such coverage commence. [T it is now possible clearly to preseribe the time
when such coverage should ceasc, the lost blank in the clause should be appro-
priately flled in. The draft quoted above would leave to the War. Shipping
Administ-ation, rather than to this Department or the Bureau of Internal Heve-
nue, the determination of what individuals are covered, which would scem to be
desirable in view of all of the circnirstances and particularly in view of the various
arrangements under which that Administration provides for the operation of

essels.

If further correspondence relative to this matter is neccssary, please refer to
IR:A&CRR. .

The Director, Bureau of the Budget, has advised the Treasury Department that
there Is no objection to the presentation of this report.

Very truly yours,
Joun l.. SuLLIvAN,
Acting Secretary of the Treasury.

Cuances IN Existinoe Law

In compliance with paragraph 2a of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill
are shown as follows (existing law proposed to be omitted is enclosed in
black brackets, existing law in which no change is made is in roman,
and new language is in jtalics):

Section 1426 of the Internal Revenue Code (53 Stat. 177, 1383; 26
U. S. C. 1426) (scc. 1 (b) of the bill):

S8EC. 1426. DEFINITIONS.
- When used in this subchapter— .
(a) Waaes.—The term ‘‘wages’” mcans all remuneration for employment,
fnecluding the cash value of all remuncration paid in any medium other than cash;
except that such term shall not include—

(1) That part of the remuneration which, after rcmuneration equal to
$3,000 has been paid to an individual by an employer with respect to employ-
ment during any calendar year, is paid to such individual by such employer
with respect to employment during such calendar year;

(2) Tgf- amount of any payment made to, or on behalf of, an employee
under a plan or systemn cstablished by an employer which makes provision
for his employecs generally or for a class or classes of his employees (including
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any amount paid by an employer for insuranee or annuities, or. into a fund,
to provide for any such payment), on aceount of (A) retirement, or (l})
sickness or accident disability, or (C) medical and hospitalization expenses in
connection with sickness or accident disability, or (D) death, provided the
employce (i) has not the option to reccive, instead of provision for such death
benefit, any part of such payment or, if such death benefit is insured, any
part of the premiums (or contributions to premiuins) paid by his employer,
and (ii) has not the right, under the provisions of the plan or system or policy
of insurance providing for such death bencfit, to assign such benefit, or to
receive A cash consideration in lieu of such benefit either upon his withdrawal
from the plan or system providing for such bencfit or upon termination of
such plan or system or policy of insurance or of his employment with such
employer;

(I3) ¥1hé payment by an employer (without deduction from the remunera-
tion of the employee) (A) of the tax imposed upon an employce under section
1400 or (B) of any payment required from an employee under a State unem-
plovment compensation law; or . ]

(4) Dismissal payments which the employer is not legally required to
make. .

(b) EmproyMENT.—The term “‘employment’” means any service performed
prior to’ January 1, 1940, which was employment as defined in this section prior
to such date, and any serviee, of whatever nature, performed after December
31, 1939, by an employce for the person employing him, irrespective of the citi-
zenship or residence of cither, (A) within the United States, or (B) on or in con-
nection with an American vessel under a contract of service which is entered into
within the United States or during the performance of which the vessel touches
at a port in the United States, if the employee is cmployed on and in connection
with such vessel when outside the Uni States, except—

(1) Agricultural labor (as defined in subseetion (h) of this section);

(2) Domestic service in a private home, local college club, or local chapter
of a college fraternity or sorority;

(3) Casual labor not in the course of the employer’s trade or business;

(4) Service performed by an individual in the employ of his son, daughter,
or spouse, and serviee performed by a child under the age of twenty-one in
the employ of his father or mother;

(5) Service performed on or in connection with a vessel not an American
vessel by an einployee, if the employce is employed on and in connection
with such vessel when outside the United States;

(6) Service perforined in the employ of the United States Government,
or of an instrumentality of the United States which is (A) wholly owned by
the United States, or (B) exempt from the tax imposed by section 1410 by
virtue of any other provision of law;

(7) Service perfornied in the employ of a State, or any political subdivision
thercof, or any instrumentality of any one or more of the foregoing which is
wholly owned by onc or more States or politieal subdivisions; and any service
performed in the emnploy of any instruinentality of onc or more States or
political subdivisions to the cxtent that the instrumentality is. with respect
to such service, iinmune under the Constitution of the United States from
the tax imposed by section 1410; )

(8) Service performed in the cmploy of a corporation, community chest
fund, or foundation, organized and opefated cxclusively for religious, chari-
table, scientific, literary, or educational purposes, or for the prevention of
cruelty to children or animals, no {mrt of the net enrnings of which inures to
the henefit of any private sharcholder or individual, and no substantial part
of the activitics of which is carrying on propaganda, or otherwise attempting.
to influence legislation;

(9) Service performed by an individual as an employee or employee
representative as defined in scetion 1532;

(10) (A) Scrvice performed in any calendar quarter in the employ of any

......... s = =

organization exempt from iucome tax under section 101, if—

?) the remuncration for such service does not exceed $45, or

(i) such gervice is in connection with the collection of dues or
miums for a fraternal beneficiary soclety, order, or association, and
is performed away from the home office ot is ritualistio service in con-
nection with any such society, order, or association, or

(ili) such service is performed by a student who is enrolled and is
regularly attending classes at a sehool, college, or university;
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(B) Service performed in the employ of an agricultural or horticultural
organization exempt from income tax under section 101 (1);

(C) Service performed in the employ of a voluntary employees’ beneficlary

_ association providing for the paymont of life, sick, accident, or other benefits
to the m_emgbcrs_ of such association or their dcpendents, if (i)} no part of its
net earnings inures (other than through such payments) to the benefit of
any private shareholder or individual, and (ii) 85 per centum or more of the
income consists of amounts collected from members for the sole purpose of
making such payments and mecting expenses;

(D) Service performed in the emnploy of a voluntary employees’ beneficiary
association providing for the payment of life, sick, accident, or other benefits
to the members of such association or their dependents or their designated
beneficiaries, if (i) admiscion to membership in such association ig limited
to individuals who are officers or employees of the United States Govern-
ment, and (ii) no part of the nct earnings of such association inures (other
than through such payments) to the bencfit ef any private sharcholder or
individual;

(E) Service performed in any calendar quarter in the employ of a achool,
college, or university, not excimpt from income tax under section 101, if auch
service is perforined by a student who is enrolled and is regularly attending
classes at such school, college, or university, and the remuneration for such
gerviece does not excecd $45 (exclusive of room, board, and tuition);

(11) Service performed in the cinploy of a foreign government (including
service as a consular or other oflicer or employee or a nondiplomatie repre-
sentative; o

(12) Service performed in the employ of an instrumentality wholly owned
by a foreign government—

(A) If the service is of a character similar to that performed in foreign
countries by employees of the United States Governinent or of an instru-
mentality thereof; and

(B) If the Sceretary of State shall certify to the Sceretary of the
Treasury that the foreign governinent, with respeet to whose instru-
mentality and employeea thereof exemption is claimed, grants an
equivalent exemption with respect to similar service performed In the
foreign oountry by employces of the United States Governmment and of
instrumentalities thereof;

(13) Service performed as a student nurse in the employ of a hospital or
a nurses’ training school by an individual who is enrolldd and is regularly
attenting classes in a nurses’ training school chartered or approved pursuant
to State law; and service performed as an interne in the employ of a hospital
by an individual who has completed a four years’ course in a medical school
cgartcred or approved pursuant to State law;

(14) Service performed by an individual in (or as an officer or member
of the crew of a vessel while it is engaged in) the catching, taking, harvesting,
cultivating, or farming of any kind of fish, shellfish, erustacea, sponges,
seawecds, or other aquatic forms of animal and vegetable life (including serv-
ice performed by any such individual as an ordinary incident to any such
activity), except (A) service performed in eonnection with the catching or
taking of salinon or halibut, for commercial purposes, and (B) service per-
formed on or in connection with a vessel of more than ten nct tons (deter-
mined in the manner provided for deterinining the register tonnage of
merchant vessels under the laws of the United Statces); or

(15) Service performed by an individual under the age of cighteen in the
delivery or distribution of newspapers or shopping news, not including
delivery or distribution to any point for subsequent delivery or distribution,

(o) IncLupep aND ExcLupep Service.— If the services performed during one-
half cr more of any pay period by an employee for the person empwing him
constitute cmployment, all the services of auch employee for sueh period shall be
deemed to bhe cinployment; but if the services performed during more than one-
half of any such pay period by an employee for the person employing him do not
constitute employment, then none of the services of such employce for such period
shall be deemed to he employment. As used in this subseetion the term “‘pa
period” means a period (of not more than thirty-one consecutive days) for whie
& payment of remuneration is ordinarily made to the employee by the person
employing him. This subsection shall not be applicable with respect to services
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rformed in a pay period by an employee for the person employing him, where any
g: such ser\-icegs excepted by paragraph (9) of subsection (b).

(d) Emprovee.—The term ‘“‘em lo[yee" includes an officer of a corporation,

(e) Stare.—The tcrm “State” K\c udes Alaska, Hawaii, and the District of

olumbia.
¢ (f) PersoN,—The term “‘person’ means an individual, a truat or estate, a part-
nership. or a corporation. . "

(8) AMERICAN VEssEL.—The term ""American vessel” mcans any vessel docu-
mentcd or numbercd under the laws of the Unitcd States; and includes any vessel
which is neither documented or numbered under the lawas of the United States
nor documented under the laws of anf' forcign country, if its crew is employed
solely by onc or more citizcns or residents of the Urited States or corporations
organized under the laws of the United States or of any State.

h) AcricuLruraL LaBorR.—The term “agricultural labor' includes all serv-
fces performed—

(1) On a farm, in the'employ of any person, in conncetion with cultivating
the =oil, or in conncction with raising or harvesting any agricultural or horti-
cultural commodity, including the raising,. shearing, feeding, caring for,
training, and management of livestock, bees, poultry, and fur-bearing animals
and wildiifc.

(2) In the employ of the owner or tenant or other operator of a farm, in
connection with the opcration, management, conservation, improvement, or
maintenance of such farm and it<'tool« and cquipment, or in salvaging timber
or clearing land of brush and other debris left by a hurricane, if the major
part of such service is performed on a farm.

(3) In connectinn with the production or harvesting of maple sirup or
maple sugar or any commodity defined as an agricultural commmodity in
scction 15 (g) of the Agricuitural Marketing Act, as amene'erl, or in connection
with the raising or harvesting of mushrooms, or in conncction with the
hatching of pouitry, or In connection with the ginning of cotton, or in connee-
tion wit?n the operation or maintenance of ditches, canals. rescrvoirs, or water-
ways uscd exclnsively for supplying and storing water for farming purposes,

(4) In handling, planting, drying, packine, packaging, processing, freezing,
grading, storing, or delivering to storage or to market or to a carrier for trans-
portation to market, any agricultural or horticultural commodity; but, only
If such rervice is verformed as an incident to ordinary farming operations or,
in the casc of fruits and vegetables, as an incident to the preparation of such
fruits or veggtables for mavket. The provisions of this paragraph shall not
be deemed to be applicable with respect to service performed in connection
with coinmercial canning or commercial freczing or in conncction with any
agricultural or horticultural commodity after its delivery to a tcrminal
market for distribution for consumption.

As used in this subscction, the term “farm’ includes stock, dairy, ponltry,
fruit, fur-bearing anirnal, and truck farms, plantations, ranches, nurscries, ranges,
greenhouses or other similar structures uscd primarily for the raising of agricul-
tural or horticultural commodities, and orchards.

(1) OrrICERS AND MEMBERS oF CREWS EMPLOYED BY WaR SHIPPING ADMINIS-
TRATION .—The term “employment’’ shall include auch service as is delermined by the
Administrator, War Shipping Administration, to be performed after September 30,
1941, and prior lo the termination of title I of the First War Powers Act, 1941, on
or in conneclion with any vessel by an officer or member of the crew as an employes
of the United States employed through service. The Adminiatrator and such agents
03 he may designale for the purpose are authorited and directed to comply with the
provisions of the internal revenue laiws on behalf of the United States as the employer
o, mdmgiuplc whose service constilules employment by reason of this subsection, gu!
the Adminiatrator and his agents shall not be liable Jor the tax on any employée imposed
by section 1400 (unless the Adminisiralor or -his agent collects such tax from the

employee) with respect to service performed before the dats of enactment of this sub-

Section which constilutes employment by recson of the enaciment of this subsection,
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_Bection 209 of the Social Security Act, as amended (U. 8. C,,
title 42, sec. 409) (sec. 1 (b) (2) of the bill):

DEFINITIONS

Bec. 200. When used in this title— .
(a) The term “wages’’ means all remuneration for employment, including the

cash value of all remuneration paid in any medi ther than cash:
auch term shall not include— y medium other than cash; except that

(1) That part of the remuneration which, after remuneration equal to
$3,000 has been paid to an individual by an employer with respect to em-
g!oyment during any- calendar year prior to 1940, {s paid to such individual

y such employer with respect to employment during such calendar year; -

(2) That part of the remuneration which, after remuneration equal to
$3,000 has been paid to an individual with respect to employment during
any calendar year after 1939, is paid to such individual with respect to em-
ployment during such calendar ycar;

(3) The amount of any payment made to, or on behalf of, an employee
under a plan or system established by an employer which makes provision
for his cmployees generally or for a class or classes of his employces (including
any amount paid by an employer for insurance or annuities, or into a fund,
to provide for any such payment), on account of (A) retirement, or (B)
sickness or accident disability, or (C) medical and hospitalization expenses:
in connection with sickness or accident disability, or (D) death, provided the
employee (i) has not the uption to reeeive, instead of provision for such death
benefit, any part of such payment or, if such death bencfit is insured, any
part of the premiums (or contributions to premiums) paid by his employer,
and (ii) has not the right, under the provisions of the plan or system or policy
of insurance providing for such death benefit, to assign such bencfit, or to
receive a cash consideration in lieu of such benefit cither upon his withdrawal
from the plan or system providing for such benefit cr upon termination of
suchl plan or system or policy of insurance or of his employment with such
employer; .

4) The payment by an employer (without deduction from the remunera-
tion of the employee) (A) of the tax imposed upon an employec under section
1400 of the Internal Revenue Code or (B) of any payment required from an
employee under a State unemployment comnpensation law;

5) Dismissal payments which the employer is not legally required to
make; or

(6) Any remuneration paid to an individual prior to January 1, 1937.

(b) The term ‘‘employment’” means any service performed after December 31,
1938, and prior to January 1, 1940, which was employment as defined in scetion
210 (b) of the Social Security Act prior to January 1, 1940 (except service per-
formed by an individual after he attained the age of sixty-five if performed prior
to January 1, 1939), and any service, of whatever nature, ‘:orform«-d after Decem-
ber 31, 1839, by an employee for the person employing him, irrespective of the
citizenship or residence of either, (A) within the United States, or (B) on or in
connection with an Amecrican vessel under a contract or scrvice which is entered
into within the United States or during the performance of wuaich the vessel
touches at a port in the United States, if the cmployee is employed on and in
connection with such vessel when outside the United States, except—

(1) Agricultural labor (as defined in subrection (1) of this section);

(2) Domestic service in & private home, local college club, or local chapter
of a college fraternity or sorority; .

(3) Casual labor not in the course of the employer's trade or business;

(4) Service purformed by an individual in the employ of his eon, daughter,
or spouse, and service performed by a child under the age of twenty-one in
the employ of his father or mother: .

(5) Service performed on or in connection with a vessel not an American
vessel by an employee. if the employee is employed on and in counection
with such vessel when outside the United States; L

(6) Service performed in the employ of the United States Government, or
of an instrumentality of the United States which is (A) wholly owned by the

H, Bepts., 78-1, vol. 1-———056
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United States, or (B) exempt from the tax imposed by scetion 1410 of the
Internal Revenue Code by virtue of any other provision of law; .

(7) Service performed in the employ of a State, or any political subdivision
thereof, or any instruimnentality of any one or more of _tl_w foregoing whlch_ in
wholly owned by one or more States or political subdivisions; and any service
perforined in the employ of any instrumentality of one or more States or
political subdivisions to the extent that the instrumentality is, with respect
to such service, immune under the Constitution of the United States from
the tax imposcd by scetion 1410 of the Internal Rechue Code; .

(8) Service performed in the employ of & corporation, community chest,
fund, or fonndation, organized and operated cxclusively for religious, chari-
table, scicutific, litcrary, or cdueational purposes, or for the prevention of
cruelty to children or animals, no l'mrt of the nct earnings of which inures
to the benefit of any private shareholder or individual, and no suhstantial [_)art
of the activities of wﬁich is earrying on propaganda, or otherwise attempting,
to fnfluence legislation;

(9) Service performed by an.individual as an employee or employee
representative as defined in section 1532 of the Internal Revenue Code;

(10) (A) Servicc performed in any calendar quarter in the employ of any
organization excmpt from income tax under scction 101 of the Internal
Revenuc Code, if—

(1) the remuneration for such service does not exceed $45, or

(if) such service is in connection with the collection of dues or pre-
miums for a fraternal bencficiary society, order, or association, and is
performed away from the home office, or is ritualistic serviee in connce-
tion with any such socicty, order, or association, or .-

(iii) such service is performed by a student who is enrolled and is
regularly attending classes at a school, college, or university;

(B) Service performed in the employ of an agricultural or horticultural
organization exempt from income tax under section 101 (1) of the Internal
Revenue Code: -

(C) Service performed in the employ of a voluntary employees’ beneficiary
association providing for the payment of life, sick, accident, or other benefits
to thc members of such association or their dependents, if (i) no part of its net
earnings inures (other than through such payments) to the benefit of any
private sharcholder or individual, and (ii) 85 per centum or more of the income
consists of amounts colleceted from members for the sole purposc of making
such payments and mecting cxpenses; ’

(D) Service performed in the employ of a voluntary employees’ beneficiary
association providing for the payment of life, sick, accident, or other bencfits
to the members of such association or their dependents or their designated
beneficiarics, if (i) admission to membership in such association is limited to
individuals who are officers or employces of the United States Government,
and (ii) no Eart of the net earnings of euch association inures (other than
ﬂ;;ou h such payments) to the benefit of any private shareholder or indi-
vidual;

(E) Service performed in any calendrr quarter in the employ of a school,
college, or university, not cxempt from income tax under section 101 of the
Internal Revenue Code, if such serviee is performed by a student who is
enrolled and is regularly attending classes at such school, college. or university,
and the remuneration for such service does not exceed $45 (exelusive of room,
board, and tuition); -

(11) Scrvice performed in the employ of a foreign government (including
aenéhﬁ m; a consular or other officer or employee or a nondiploinatio repre-
sontative) :

(12) Service performed in the employ of an instrumentality wholly owned
by a foreign government—

(A) If the service is of a character similar to that performed in foreign
countries by employees of the United States Government or of an
instrumentality thereof; and

(B) If the Becretary of State shall certify to the Secretary of the
Treasury that the foreign government, with respect to whose instru-
mentality and employees thereof exemption is claimed, grants an
equivalent excmgtion with reapect to similar service performed in the

forelgn countr employees of the United SBta
instrumentalities {heregl ;y Btates Government and of
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(13) Service performed as a student nurse in the employ of a hospital or &
nurses’ training school by an individual who is enrolled and is regularly
attending classes in & nurses’ training school chartered or approved pursuant
to State law; and aervice perforined as an interne in the employ of a hospital
by an individuak who has completed a four vears’ ecourso in a tedieal school
chartered or approved pursuant to State law;

(14) Service performed by an individual in (or as an officer or member of
the crew of a vessel while it is engaged in) the catching, taking, harvesting,
cultivating, or farming of any kind of fish, shellfish, crustacea, sponges,
seawceds, or other aquatic forins of animal and vegotable life (includin
service performed by any such individual as an ordinary incident to any sucg
activity), except (A) service performed in conneetion with the eatching or
taking of salmon or halibut for cominereial purposes, and (B) serviece per-
formed on or in eonnection with a vessel of more than ten net tons (determined
fn the manner provided for deterinining the register tonnage of merchant
vessels under the laws of the United States); or

(15) Service performed by an individual under the age of cighteen in the
delivery or distribution of newspapers or shopping news, not including delivery
or distribution to any peint for subsequent delivery or distribution.

(&) If the serviees perforined during one-half or 1nore of any pay period by an
employee for the person employing himn eonstitute cmployment, all the services
of such employee for such period shail he deemed to be employment; but if the
services performed during more than cne-half of any such pay peried by an em-
ployee for the person employing him do not constitute einployment, then none of -
the services of snch etnployce for such period shall be deemed to be employment.
As used in this subseetion the term *“pay period’ means a period (of not more than
thirty-one consceutive days) for which & payment of remnuneration is ordinarily
made to the employee by the person employing him.  This subscetion shall not
be applicable with Tespeet to serviees perforined in a pay period by an cmvplayee
for the person employing hini, where any of such scrvice is exeepted by paragraph
(9) of subsection (b).

(d) The tern ‘‘American vessel’”' means any vesscl docmnente(j or_numhered
under the laws of the United States; and ineludes any vessel whieh is neither docu-
mented or numbered under the laws of the United States nor documented under
the laws of anyv foreign country, if its erew is employed solely by one.or more
citizens or residents of the United States or ecorporations organized under the laws
of the United States or of any State.

(e) The terin “primary insurance benefit”’ means an amount equal to the sum
of the following—

(1) (A) 40 per centum of the amount of an individual’s average monthly
wage if such average monthly wage does not execed 350, or (B) if such averago
monthly wage excceds 350, 40 per centuin of $50, plus 10 per centuin of the
amount by which such average monthly wage execeds $50 and does not execed

nd
32?% Z.. amount equal to 1 per eentum of the amount computed under para-
graph (1) multiplieﬁ by the number of years in which $200 or mare of wages
were paid to ‘such individual. Where the primary insuranee benefit thus
computed is less than $10, such benefit shall be $10.

he term “‘average monthly wage” means the quotient obtained by dividing
théQo;l;l wug((*ns paid :ﬁ individu{l before the quarter in which he died or beeameo
entitled to receive primary insurance henefits, whiehever first oceurred, by three
times the numsber of quarters elapsing after 1936 and before such quarter in which
he died or beeane so entitled, exeluding any quarter prior to the quarter in which
he sttained the age of twenty-two during which he was paid less than $50 of wages
and any quarter, after the quarter in which he attained age sixty-five, occurring

i 1939. : Lo .

Prl((; t’(l)'he terin “fully insured individual’ means any individual with respeet to
whom it appears to the satisfaction of the Board that—

1) He had not less than onc quarter of coverage for each two of the
qugr)ters clapsing after 1936, or after the quarter in which he attained the age
of twenty-one, whichever quarter is later, and up to but excluding the quarter
in which he attained the age of sixty-five, or died, whichever first occurred,
and in no case less than six quarters of coverage; or

(2) He had at lcast forty quarters of coverage.
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As used in this subsection, and in subsection (h) of this section, the term
“quarter” and the term “calcndar quarter” mcans a period of three calendar
months ending on March 31, June 30, S8eptember 30, or Dccember 31; and the
term ‘“‘quarter of averagc” mcans a calendar quarter in which the individual has
been paid not Icss than $50 in wages. When the number of quarters specified in
paragraph (1) of this subsection is an odd number. for purposes of such paragraph
such number shall be reduccd by one. In any case where an individual has been

aid in a calecndar year $3,000 or more in w:ges, each quarter of such ycar following
Eis first quarter of coveraﬁe shall be deemed a quarter of coverage, excepting any
quarter in such year in which such individual dies or becomes entitled to a primary
insurance benefit and any quarter succeeding such quarter in which he died or
beeame so entitled. . . .

(h) The tcrm “‘currently insured individual” means any individual with respect
to whom it appears to the satisfaction of the Board that he has been paid wages
of not less than 850 for cach of not less than six of the twelve calecndar quarters,
Immediately preceding the quarter in which he died.

(i) The term ‘“‘wife’’ means the wife of an individual who either (1) is the mother
of such individual's son or daughter, or (2) was married to him prior to January
1, 1939, or if later, prior to the date upon which he attained the age of sixty.

() The term “widow"’ (except when used in section 202 (g)) means the surviving
wife of an individual who either (1) is the mother of such individual’s son or
daughter, or (2){was married to him prior to the beginning of the twelfth month
before the month in which he died.

(k) The term “child”’ (cxcept when used in scction 202 (g)) means the child of
an individual, and the stepchild of an individual by a marriage contracted prior
the the date upon which he attaincd the age of sixty and prior to the beginning of
the twelfth month before the month in which he died, and a child legally adopted
by an individual prior to thc date upon which he attained the age of sixty and
prior to the beginning of the twelfth month before the month in which he died.

(1) The term ‘‘agricultural labor’’ includes all service performed—

(1) On a farm, in the employ of any person, in connection with cultivating
the soil, or in connection with raising or harvesting any agricultural or horti-
enlturaf commodity, including the raising, shearing, feeding, caring for, train-
ing alq?d management of livestock, bees, poultry, and fur-bearing animals and
wildlife.

(2) In the employ of the owner or tenant or-other operator of a farm, in
connection with the operation, management, conscrvation, improvement, or
maintenance of such farm and its tools and equipment, or in salvs, ing timber
or clearing land of brush and other dcbris left by a hurricane, if the major
part of such service is performed on a farm.

(3) In connection with the production or harvesting of maple sirup or
maple sugnr or any commodity defined as an agricultural commodity in sec-
tion 15 (g) of the Agricultnral Marketing Act, as amended, or in connection
with the raising or harvesting of mushrooms, or in conncction with the hatch-
ing of poultry, or in connection with the ginning of cotton, or in connection
with the operation or maintenance of ditches, canals reservoirs, or waterways
used exclusively for supplying and storing water for farming purposes.

(4) In hardling, planting, drying, packing, packaging, processing, freezing,
grading, storing, or delivering to storage or {0 market or to a carrier for trans-

rtation to market, any agricultural or horticultural ‘commodity; but only
if such serviee is performed as an incident to ordinary farming opcrations or,
in the casc of fruits and vegetables, as an incident to the preparation of such
fruits or vegetables for market, The provisions of this paragraph shall not
be deemed to be appiicable with respect to service performed in connection
with eommercial eanning or commercial freezing or in connection with any
agricultural or horticultural commodity after its delivery to & terminal
market for distribution for consumption,

As used in this subsection, the terin “farm” includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck farms, plantations, ranches, nurseries,
ranges, greenhouses or other similar structures used primarily for the raising
of agricultural or horticultural commodities. and ore ards.

(m) In determining whether an applicant is the wife, widow, child, or pare
of a fully insured ,or currently insured individual for p'ur "of t.hi's title, tll::
Board shall apply ‘such law as would be aprlied in determining the devolution of
intestate gersoqal dpx-opert,y by the courts of the State in whioh such insured indi-
vidual Is domiciled at the time such applicant files application, or, if such insured
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individual is dead, by the courts of the State in which he was domiciled at the
time of his death, orif such insured individual is or was not so domiociled {n any
State, by the courts of the Distriot of Columbia. Applicants who according to
such law would have the same status relative to taking intestate personal prop-
erty as & wife, widow, ohild, or parent shall be deemed such.

n) A wife shall be deemed to be living with her husband if they are both
members of the same household, or she is receiving regular contributions from him
toward her support, or he has been ordered bwy court to contribute to her su
port; and a widow shall be deemed to have n living with her husband at the
time of his death if they were both members of the same household on the date
of his death, or she was receiving regular contributions from him toward her
support on such date, or he had boon ordered by any court to contribute to her

pport.

(o) (1) Orriczrs 4np Mpausers or Crews Enprovep By War. Smirrine
ADuiN1sTRATION ~—The term ‘‘employment” shall include such service as is deter-
mined by the Administrator, War Shipping Administralion, to be performed after
September 30, 1841, and prior to the termination of title I of the First War Powers
Act, 1941, on or in connection with any vessel by .an officer or member of the crew as
an employee of the Uniled States employed through the War Shipping Administra-
tion or, in respect of such service performed before February 11, 1942, the United
States Maritime Commission.

(2) The Social Security Board shall not make determinalions as to whether an indi-
vidual has performed services which are employment by reason of this subsection, or
the periods o{ such services, or the amounts of remuneralion for such services, or the
pertods in which or for which such remuneration was paid, but shall accept the deter-
minations with respect thereto of the Administrator, War Shiprin Administration,
and such agents as he may designate, as evidenced by returns filed by such Adminis-
tralor as an employer pursuant lo section 14£6-(i) of the Internal Revenue Code and
certifications made pursuant lo this subsection. Such determinations shall be final
and conclusive.

(8) The Administrator, War Shipping Adminisiration, 18 authorized and directed,
upon wrilten request of the Social Security Board, to make certification to il with respect
to any matler determinable for the Board by the War Shipping Administrator under
this subsection, which the Board finds necessary in administering this litle.

(4) This subaection shall be effective as of September 30, 1941.

Section 907 of the Social Security Act Amendments of 1939 (53
Stat. 1402) (sec. 1 (b) (3) of the bill:

Sec. 907. In addition to any other deductions made under section 203 of the
Social Security Act,.as amended. deductions shall be made from any primary
insurance benefit or benefits to which an individual is entitled or from any other
insurance benefit payable with respect to such individual’s wages until such dedue-
tions total 1 per centum of any wages Eald‘him»lor services performed in 1939, and
subsequent to his attaining age sixty-tive, and ! per cenlum of any wages paui him
Jor services which constitute employment by virtue of subsection (o) of section £09 of
the Social Security Acl, a8 amended, with respect to which the taxes imposed by
section 1400 of the Internal Revenue Code have not been deducted by his employer
from his wages or paid by such employer. .

The second proviso of section 1 of the act of June 6, 1941 (Public
Law 101, Seventy-seventh Congress) (sec. 3 (a) of the bill):

Provided {ur!hcr, That such corapensation hereunder, or advances on account
thereof, shall be deposited with the asurer of the United States, and the fund
so deposited shall be available for the payment of such compensation, and shall’
be subject to be applied- to .the payment of -the amount of any valid claim by
way of mortgage or maritime lien or attachment lien upon such vessel, or of any
stipulation therefor in a court of the United States, or of any Stato, subsisting
at the time of such requisition or taking of title or possession; the holder of any
such claim may commence prior o June 30, 1943, or within six’months after the
first such deposit with the Treasurer and publication % notice thereof in the Federal
Register, whichever date is later, and maintain in the United States district court
from whose custody such vessel has been or may be taken or in whose territorial
jurisdiction the veascl was lying at the time of requisition or taking of title or
possession, a suit in admiralty according to the principles of libels in'rem against
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the fund, which shall proceed and be heard and determined according to the
principles of law and to the rules of practice obtaining in like cases between
private partics, and any decree in said suit shall be paid out of the first and all sub-
sequent deposils of compensalion; and such suit shall be comlpenccd in the manner
provided by scetion 2 of the Suits in Admiralty Aet and service of process shall be
made in the manner thercin provided by serviec npon the United tates attorney
and by mailing by registered inail to the Attorney General and the United States
Maritiine Commission and due notice shall under order of the eourt be given to
all intcrested persons, and any deerce shall be subject to appeal and revision as
now-provided in other cases of admiraity and maritime jurisdiction.

Scction 902 of the Merchant Marine Act, 1936, as amended (49
Stat. 2015; 53 Stat. 1254) (sec. 3 (d) of the bill):

Sec. 902. (a) Whenever the President shall proclaim that the sccurlty of the
national defense makes it advisable or during any national emergency deelared
by proelamation of the President, it shall be lawful for the Commission to requisi-
tion or purchase any vessel or other watereraft owned by ecitizens of the United
States, or under construction within the United States, or for any period during
such emergeney, to requisition or charter the nse of any such J)ropcrty. The
termination of any emergeney so deelared shall be announced by a further
proclamation by the President. When any such property or the use thercof is
so requisitioned the owner thereof shall be paid just compensation for the property
taken or for the use of snch property. but in no ecase shall the value of the property
taken or used be decemed enhanced by the causes necessitating the taking or use.
If any property is taken and used under authority of this section, but the owner-
ship thereof is not required by the United States, such proYerty shall be restored
to the owner in a condition at least as good as when taken, less ordinary wear and
tear, or the owner shall be paid an amount for reconditioning sufficient to place
the property in such condition. The owner shall not be paid for any consequential
damages arising from a taking or use of property under authority of this section.

(b) When any vessel is taken or used under authority of this scetion, upon
which vessel a construction-differential subsidv has been allowed and paid, the
value of the vessel at the time of its taking shall be determined as provided in
scetion 802 of this Act, and in determining the value of any vessel taken or used,
on which a construction-differential subsidy has not been paid. the value of any
nu,t.lio(r;a:i defense features previously paidy for by the United States shall be
excluded.

(c) If any property is taken and used under authority of this scetion, but the
ownership thereof is not required by the United States, the Commission, at the
time of the taking or as soon thereafter as the exigencies of the situation may
permit, shall transinit to the person entitled to the possession of such property a
charter setting forth the terms which, in the Commission’s judgment, should
govern the relations between the United States and such person and a statement
of *he rate of hire whiceh, in the Commission’s judgment, will be just compensa~-
tion for the use of such property and for the services required nuder the terms of
such charter. If such person does not execute and deliver < :h charter and
aceept such rate of hire, the Commission shall pay to such persen on account of
Just compensation a sum equal to 75 per centum of sueh rate of hire as the same
may from time to time be duc under the terms of the charter so tendered, and such
perron shall be entitled to sue the United States to recover such furter sum as
added to such 75 per centum will make up such amount as will be just compensa-
tion for the usc of the property and for the services required in conneetion with
such use. In the event of loss or damage to sueh property, due to operation of
a risk nssumed by the United States under the terns of a charter preseribed in
this subscetion, but no valuation of such vessel or other property or mode of

, United States shall pay just compensation

for such loss or damage, to the extent the person entitled thercto is not reimbursed
therefor through policies of insurance against such loss or damage.
N (d) In all cases, the just compensation authorized by this section shall be
determined and paid by the Commission as soon as practicable, but if the amount
of just compensation determined-by the Commission is unsatisfactory to the
person entitled thereto, such person shall be paid 75 per centum of the amount so
determined and shall be entitled to sue the I,Fnited States to recover such further
sum as. added to said 75 per centum will make up such amount as will be just
compensation therefor, in the manner provided for b

tion 24, paragra
and section 145 of tho Judicial Code (U. 8. C., 1934 edltion, title 28, sece. 41?%‘)’3
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The ezistence of any valid claim by way of mortgage or maritime claim or attach~
ment licn upon such vessel shall not prevent the laking thereof pursuant to thie section:
Provided, however, That in the event any such claim exists the United States Maritime
Commission may in its discretion deposit such portion of the com:pensation hereunder,
or advances on accoun! thereof, as may equal bul not exceed the amount of such claims
tn respecl of the vessel, with the Treasurer of the United States, and the fund so de-
f:mled shall be available for the payment of such compensation, and shall be subject to

e applied to the payment of the amount of any valid claim by way of morlgage or mari-
time lien or attachment lien upon such vesael, or of any stipulation therefor in a court
of the Unilted States, or of any State, subsisting at the time of such requisition or laking
of lille or possession, the halder of any such claim may commence prior to June 30,
1948, or within siz months after the firsl such deposit with the Treasurer and publica-~
tion 8/ notice thereof in the Fedcral Register, whichever dale is later, and maintain in
the United States district court from whose custody such vessel has been or may be
taken or in whose territorial jurisdiction the vessel was lying al the time of requisitioning
or laking of title o1 possession, a suil in admiralty aecording to the principles of libels
in rem againsl the fund, which shall proceed and be heard and determincd according
to the principles of law and to the rules of practice obtaining in like cases belween
privaledparliea, and any decree in said suil shall be paid out of the first and all subse-
quent deposils of compensation,; and such sui! shall be commenced in the manner
provided by section 2 of the Suits in Admiralty Act and service of process shall be made
tn the manner therein provided by service upon the United States allorney and by
mailing by registered mail to the Allorney General and the United States Maritime

'ommassion and due notice shall under order of the court be given to all interested
persons, and any decree shall be subject lo appeal and revision as now provided in
other cases of admirally and maritime jurisdiction.

(¢) The Commission is authorized to repair, recondition, reconstruct, and
operate, or charter for operation, any property acquired under authority of this
section. The ‘Commission is further authorized to transfer the possession or
control of any such property to any department or agency of the Government of
the United States upon such terms and conditions as may be approved by the
President. In casc of any such transfer the department or agency to which the
transfer is made shall promptly reimburse the Commission for its expenditures on
account of just conipensation, purchase price, repaivs, reconditioning, reconstruc-
tion, or charter hire for the property transferred. Such reimburscinents shall be
deposited in the construction fund established by section 206 of this Act.

Subtitle—Insurance of Title II of the Merchant Marine Act, 1936,
aﬁ arl:\ﬁnded (Public Law 523,77th Cong.) (sec. 3 (e), (f), (g), (h), (i) of
the bill):

SUBTITLE—INSURANCE

Sec. 221. (a) Until six months after the termination of the present war is
prociaimed or until such earlier date as the President may designate, the Com-
mission ia anthorized to provide marine insurance and reinsurance against loss or
damage by the risks of war and reinsuranee against loss or damage by marine
risks, a8 prescribed in this subtitle, whenever it appears to the Comunission, that
(1) such insurance adequate for the needs of transportation in the \\'ntel:-borne
commerce of the United States and its Territories and possessions (including the
Philippine Islands, the Canal Zoue, and anv bases or lands leased or occupied by
or on behalf of the United States), or of other transportation by water or other
vessel services deemed by the Conumission to be in the interest of the war effort
or the domestic ecconomy of the United States, cannot be obtained on rcasonable
terms and conditions from companies authorized to do an insurance business in a
State of the United States, or (2) the furnishing by the Conunission of such insur-
ance or reinsurance with respect to any such transportation or other vessel
acrvices at nominal or other rate basis would be of material benefit to the war
effort, or (after consultation with the Office of Price Administration or other
agencies) to the domestic economy of the United States, of- (after consultation
with the Secretary of the Navy or the Sccretary of War) is necessary or advisable
for militarvy or naval reasons: Provided, That there shall be reported on the last
dav of each calendar month to the chairman of the Committee on’Commerce of
the United States Senate, and the chairman of the Comunittee on the Merchant
Marine and Fisheries of the House, the insurance or reinsurance written under
clause (2) of thir subsection (a), during the preceding month, together with the
rates and the reasons for such rates and such insurance and reinsurance.
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There shall be in the Treasury of the United States a revolving fund to be
kngbv)vn as the marine and wnr-riskrl":\surnnce fund (hereinafter referred to as the
fund), to he used for carrving out the provisions of this subtitle, and to be con.
stituted of such sums as may be appropriated to such fund and of moneys and
reccipts credited thereto as herein provided. There are hereby authorized to be
appropriated to such fund such sums as may be nccessary to carry out the pro-
visions of this subtitle. All moneys reccived from premiums and from salvage or
other recoveries, and all receipts in connection with this subtitle, shall be deposited
to the credit of such fund. Payments of return premiums, losses, scttlements,
judgments, and all liabilities incurred by the United States under this subtitle
shall be made from such fund. . .

8ec. 222. The Commission may insure against loss or damage by the risks of
war, persons, property, or interests, as follows:

(a) (1) American vessels (including vessels under construction), (2) vessels
registered under the law of the Philippine Islands, (3) foreign-flag vessels
owned by citizens of the United States (as said term '“citizens'” is used in
Public Law 173, Seventy-seventh Congress, approved July 14, 1941) or
owned or controlled by, or made available to, the United States or any
department or agency thercof, and (4) any forcign-flag vessel not owned
or controlled or made available as deseribed in clause (3) hereof, but engaged
in the water-horne foreign comnmerce of the United States or other transpor-
tation by water or other vessel services deemed by the Commission to be in
the intcrest of the war effort or the domestic economy of the United States,
while 8o engaged.

(b) Cargoes shipped or to be shipped on any vessels specified in subsection
(a), including shipments by express or registered mail.

(c) The disbursements (including advances to masters and general AVErage
disbursements) and freight and passage moneys of such vessels.

(d) The personal effects of the masters, officers, and crews of such vessels,
and of other persons transported on such vessels,

(e) Masters, officcrs, and crews of such vess:ls and other persons em loyed
or trausported thercon against loss of life, personal injury, or detention by
an enemy of the United States following capture.

(f) Statutory or contractual obligations or other liabilitics of such vessels
or of the owner or charterer of such vessels of the nature customarily covered
by insurance; and, whenever the Commission shall insure any risks included
under gubdsection (d) or (¢) of this section, or under this subsection insofar as ¢
concerns liabilities relating to the master, officers, and crews of such vessels or
Lo other persons transported (hereon, the insurance on such risks may includs

marine risks lo the extent that the Commission determines (o be necessary or
advisable.

8rc. 223. The Commission may reinsure, in whole or in part, any company au-
thorized to do an insurance business in any State of the United Statcs, on account
of mariue and marine war risks, including protection and indemnity risks, as-
sumed by any such company, on persons, property, and interests specified in
section 222 of this subtitle, and may reinsure with, or cede or retrocede to, any
such company any war risk insured pursuant to such section 222. or any marine
or war risk reinsured with the Commission as hereinbefore provided. No insur-
ance broker or other person acting in & similar intermediary capacity shall be
paid any fee or other consideration by the Commission by virtue of his partici-
pation in arranging any insurance wherein the Commission directly insures any
of the risk thereof, but the Commission may allow fair and reasonable com ensalion
lo any company authorized to do an insurance business sn any State of the United
States for servicing insurance written by such company as an underwriling agent for
the Commission, and such compensalion may include an allowance for ezpenses rea-
sonably incurred by such agent but such expenses shall not snclude any commission
paid by such agent in excess of & per centum of the premiums in respect of such in-
surance. Reinsurance shall not be provided by the Commission at rates less
:.,lrm(nm (3\ et,he t:at:: est::lti)she& by the Commri:ls on on the same or similar risks

rates charg, Yy the insurance carrier for the insuran

whichever is the higher, except that the Commi oy ke e 4o, Teinsured,

ssion may make to the
carrier such allowance for taxes, commissions, and other customarev i:::er:na:

L (not to exceed 5 per centum of the premiums paid for that portion of i

insurance so reinsured)] as it may deem nnson'a,bly tg acco! witgngoor;:ugilm

practice, bul in no case shall such allowance to the carrier provide for p:xxmeal by
\d for that

the carrier of commissions in excess of & cend ;
portion of the direct insurance so r:m{uros" um of the premiums pa



1

CLARIFY CERTAIN PROVISIONS OF MERCHANT MARINE LAWS 53

Bro. 224. (8) Any department or ageney of the United States is hereby author-
ized to procure insurance from the Commission as provided for in section 222 of
this subtitle or in section 10 of the Merchant Marine Act, 19£0, as amended, except
as provided in the Government Losses in Shipment Aet, approved July 8, 1937, as
amended (50 Btat. 479; U. 8, C., Bupp. V1, title 5, secs. 134 to 134h).

(b) The Commission is authorized to provide such insurance at the request of
the Becretary of War or the Becretary of the Navy on a nominal premium basis
in consideration of the agreement of the departinent concerned to indemnify the
Commission agalnst all losses covered by such insurance, and the Secretary of
War or the Secretary of the Navy is authorized to execute such idemnity agreement
with the Commission.

Sec. 225. In the event of disagreement as to a claim for losses or the amount
thereof, on account of insurance under this subtitle, an action on the claim may
be brought and maintained against the United States in the district court of the
United States sitting in admiralty in the district in which the elaimant or his
agent msy reside, or in case the claimant has no residence in the United States
fn a district court in which the Attorney General of the United States shall
agree to accept service. 8aid suits shall procecd and shall be heard and determined
according to the provisions of an Act entitled ““An Act authorizing suits against the
United States in admiralta suits for salvage services, and providing for the
release of merchant vessels longlng to the United States from arrest and attach-
ment in lorelEn jurisdictions, and for other purposes’”, approved March 9, 1920,
as amended (known as the Suits in Admiralty Act), insofar as such provisions are
not inapplicable and are not contrary to or inconsistent with the provisions of this
subtitle. AU persons having or claiming to have an interest in such insurance, or
who is beliecved might assert such an interest, may be made parties to such suit,
either initially or upon the motion of either party. In any case where the Commission
acknowledges the sndebledness of the United States on account of such snsurance,
and there may be a di?u!e as to the person or persons enlitled to receive payment,
the United States may bring an action in the nature of a bill of interpleader againat
the persons having or claiming to have any inlerest in such snsurance, or who il is
believed might assert such an snterest, in the District Court of the United States for the
District of Columbia, or sn the district court in and for the district in which any such
person resides. In either of such actions any person claiming to have an inlerest in
such insurance, or who it 18 believed might asser! such an interest, if not an inhabitant
of or found within the district within which either of such actions 18 brought, may be
brought in by order of the court to be served personally or by publication or in such
other reasoncble manner as the court may direct, and 1f il be shown (o the satisfaction
o{ the court that persons unknown might assert a.claim on account of such insurance
the court may direct service upon such persons unknown by publication in the Feder
Register. Judgment in any such action shall discharge the United States from further
lability to any parties to such action, and to all persons where service by publication
upon persons unknown is directed by the court. The procedure herein provided shall
apply to all actions now pending againal the United States under the provisions of this
nug:ule, as amended,

Sec. 226 (a) The Commission in the administration of this subtitle is author-
ized Lo adjust and pay losses, coinpromise and scttle claims whether in favor of
or against the Government, and to pay the amount of any judgiment rendered in
respect of any suit or settlement agreed upon in respect of any claim. The
determinations of the Commission with respeet to adjustments, cownvromises,
settlciuents, and payments hereunder shall not be subject to review by any other
executive or accounting officer of the Government.

(b) The Comnmission is authorized to preseribe such forins and policics, to
change or modify such forius and policies as may be neeessary or appropriate
under the circumstances, and to fix and adjust, as may be required by circun-
stances, the rates and changes of rates of insurance provided for in this subtitle,

(c) The Commission is authorized and dirceted to preseribe such rules and regu-
Iations a3 may be necessary or appropriate to carry out the provisions of this sub-
title. The Commission is authorized, in administering the provisions of this
subtitle, to exercise its powers, Rerlorm its dutics and functions, and make its
ﬁxpenditures, in accordance with commercial practice in the marine insurance

usiness.

(d) The Commission, without regard to the laws, rules, or regulations relating .
to the employment of employces of the United States, may appoint and prescribe
the duties of such number of experts in marine insurance as the Commission
may deem necessary in carrying out the provisions of this subtitle. The Com-
mission, with the consent of any executive departinent, independent establish-
ment, or other agency of the Government, including any ficld scrvice thereof,
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may avail itself of the use of inlormntloni stti:'_vicet;;t(:lcilitles. officers, and employees
thereof in carrying out the provisions of this subtitle. .
h((:e) The Cor¥m||$ssion shaB include in the annual report to Congress a detailed
statcment of all activitics and of all cxpenditures and receipts under this subtitle
for the“,)eriod covered by such report.

(f) When used in this subtitle— .

(1) The term “American veseels” includes any vessel registered, enrolled, or
licensed under the laws of the United States and any undocumented vessel owned
or chartered by or made available to the United States or any department or
agency thereof and any Anerican-owned tug or barge or other watercraft (dogu-
mented or undocumented) used in essential water transportation or in the fishing
tradc or industry. This subsection shall not be construcd as including any water-
craft uscd exclusively in or for sport fishing. .

(2) The term ‘“‘transportation in the water-borne commerce of the United
States’’ shall be deemed to include the operation of vessels in the fishing trade or
industry.

3 7}"he term ‘‘risks of war” shall include those losses which, in accordance with
commercial practice prevailing from time to time, are excluded from marine insur-
ance coverage under ‘‘free o}q capture and seizure’” clauses or clauses analogous
thereto. )

Skc. 227. Nothing in this subtitle shall be deemed to affect the rights of seamen
under any provision of existing law.

SEc, 228. In conformity with the President’s Executive order of February 7,
1942 (Numbered 9054; 7 F. R. 837), the authority conferred upon the Commission
by this subtitle shall be vested in and exercised by the Administrator of the War
S{;ipping -Administration.

SEc. 229. In addition to the insurance functions authorized by the other sections
of this subtitle, the War Shipping Administration may insure directly, or may reinsure
in whole or tn part any company authorized to do business in any State in the United
States and which shall insure directly, any person who shall perform services or provide
Jacilities for or with respect to any public or private vessel against legal liabilities
(except liability to employees in respect of employer's liability and workmen's com-
pensation) that may be incurred by such person in connection with the performance
of such_services or the providing of such facilities, uhenever in the opinion of the
Administrator, War Shipping Administration, such insurance or reinsurance is
required in the prosecution of the war effort and cannot be obtained at reasonable
rales or ugon reasonable conditions from approved compantes authorized to do an
tnsurance business in any State of the United States.

Section 3 (b), Public Law 101, Seventy-Seventh Congress (scc. 3
(3) of the bill.) ,

(b) The Commission is authorized to provide such insurance and reinsurance
with respect to vessels (including any interest or liability of the Lowner or
c}mrtererl] owner, charterer, or agent) chartered, purchased, requisitioned, or the
title to which or the posscssion of which is taken over, under t is Act, as it may
deem nceessary in conncetion with the operation, use, or disposition thereof under
this Act, whenever it appcars to the Commission that adequate and satisfactory
insurance is not otherwise obtainable at rcasonable rates and upon reasonable
terms and conditions. The fund established pursuant to Public Resolution
Numbered 94, Seventy-sixth Congress, approved July 18, 1940 (54 Stat. 766),
shall be available for all purposes of this subscction; and all moneys received from
premiuins and {rom salvage or other recoveries and all receipts in connection
with such insurance shall be deposited to the credit of siuch fund, and all disburse-
ments made by the Commission In carrying out the provisions of this subscction,
fncluding the payment of return premiums and all llabllitics incurred hereunder,
shall be paid from such fund. The Xrovlslons of scctions 225 and 226 (a) to (e),
Inclusive, of the Merchant Marine Act, 1936, as amended, shall be applicable {n
the administration of this subseetion.

Section 4, Public Law 101, Seventy-seventh Congress (sec; 3 (k) of
the bill): - )

Whenever the United States Maritime Commission is authorized to charter
vessels under section 3 hereof, it is further authoriged, notwithstanding any other
provision of law, to purchase any vessel, whether undocumented or documented
under the laws of the United States or of a forelgn country, deemed by the Com-
mission to be sultable for transportation of foreign commerce of the United States
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or of commodities essential to the national defense, without regard to the provisions
of section 3709 of the Revised Statutes, at such price and upon such terms and
conditions as it may deem fair and reasonable and in the public interest. Such
vessels and vessels otherwise acquired by or made available to the Commission
may be chartered as provided in section 3 of this Act, or operated by the Commis-
sion upon such terms and conditions as it may deem desirable and in the public
interest, giving primary consideration to the nceds of national defense, and when 30
chartered: or operated may be insured as provided in said seclion 8, but no vessel
constructed under the provisions of the Merchant Marine Act, 1936, as amended,
may be chartered to a private operator hereunder. All moneys received by the
Commission under the provisiona of this section shall be deposited in the con-
struction fund of the Commission, and all dishurscments made by the Commission
in carrying out the provisions of this scction or section 5 (f) (except as provided
in section 2) shall be paid fromn such fund.

®)
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WAR SHIPPING ADMINISTRATION

The Clerk called the next bill, H. R.
133, to amend and clarify certain provi-
sions of law relating to functions of the
War Shipping Administration, and for
other purposes.

Mr. KEAN. Reserving the right to
object, Mr. Speaker, this is a very com-
plicated bill. Will the gentleman from
Georgia givc an explanation of the hill
to the House?

Mr. RAMSPECK. May I say to the
gentleman from New Jersey that this bill
was reported in the last Congress and
passed the House in almost the identical
form in which it is presented here. It
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has a great many provisions in it which
are wanted by the War Shipping Admin-
Istration. It has a few changes, none of
any great importance, which were made
to conform with amendments presented
in the Senate during the last session.
The bill did not pass the Senate. We
have not included in the bill, however,
one controversial amendment which the
Senate put in its bill, an amendment
dealing with section 902 of the Merchant
Marine Act, which has to do with the
enhancement clause of the Merchant Ma-
rine Act. That was left out because we
did not want anything controversial in
this bill.

This bill deals with sramen’s benefits,
with insurance protection for seamen
and their dependents, with the procedure
of the requisition of vessels but not the
payment of the price under section 802,
and with the insurance administration,
and coverage of vessels, and it contains
some miscellaneous provisions.

I may say to the gentleman that I am
not as familiar with the bill as the chair-
man of the committee would be if he
could be here, but I can assure him that
the bill passed the House once without
any question and has been reported in
the Senate with the provisions in the
bill which are now presented.

Mr. KEAN. This is a unanimous re-
port?

Mr. RAMSPECK. 1t is.

Mr. KEAN. I withdraw my reserva-
tion of objection, Mr. Speaker.

The SPEAKER. Is there objection to
the present consideration of the bin?

There was no objection.

The Clerk read the bill, as follows:

Be it enacted, etc., That (a) officers and
members of crews (hereinafter referred to &s
“seamen’”) employed on United States or
foreign-flag vessels as employees of the
United States through the War 8hipping Ad-
ministration shall, with respect to (1) laws
administered by the Public Health Bervice
and the Social Security Act, as amended by
subsection (b) (2) and (8) of this section;
(2) death, injuries, illness, maintenance and
cure, loss of effects, detention, or repatria-
tion, or claims arising therefrom not covered
by the foregoing clause (1); and (8) collec-
tlon of wages and bonuses and making of al-
lotments, have all of the rights, benefits,
exemptions, privileges, and liabilities, under
law applicable to citizens of the United
States employed as seamen on privately
owned and operated American vessels. Such
seamen, because of the temporary wartime
character of their employment by the War
Shipping Administration, shall not be con-
gldered as officers or employees of the United
States for the purposes of the United States
Employees Compensation Act, as amended;
the Civil Service Retirement Act, a8 amend-
ed; the act of Congress approved March 7,
1842 (Public Law 480, T7th Oong.): or the act
entitled “An act to provide benefits for the
injury, disability, death, or detention of em-
ployees of contractors with the United States
and certain other persona or reimbursement
therefor”, approved December 2, 1942 (Pub-
lic Law 784, 77th Cong.). Clalms arising
under clause (1) hereof shall be enforced in
the game manner &8 such claims would be
enforced if the seaman were employed on &
privately owned and operated American vessel.
Any claim referred to in clause (3) or (8)
hereof shall; if administratively disallowed in

whole or in part, be enforced pursuant to the’
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provisions of the Suits in Admiralty Act, not=
withstanding the vessel on which the seaman
Is employed is not a merchant vessel within
the meaning of such act. Any claim, right, or
cause of action of or in respect of any such
seaman accruing on or after October 1, 1941,
and prior to the date of enactment of this sec=
tion may be enforced, and upon the election
of the seaman or his surviving dependent or
beneficiary, or his legal representative to do
so shall be governed, as if this section had
been in effect when such claim, right, or
cause of action accrued, such election to be
made in accordance with rules a8nd regula-
tions prescribed by the Administrator, War
Shipping Administration. Rights of any
seaman under the Social Security Act, as
amended by subsection (b) (2) and (3), and
claims thereYor shall be governed solely by
the provisions of such act, so amended.
When used in this subsection the term “ad-
ministratively disallowed’’ means a tenial of
a written claim in accordance with rules or
regulations prescribed by the Administrator,
War Shipping Administration. When used
in this subsection the terms ‘‘War S8hipping
Administration” and “Administrator, War
Shipping Administration’ shall be deemed to
include the United States Maritime Commis«
sion with respect to the period beginning
October 1, 1941, and ending February 11,
1942, and the term “seaman’ shall be deemed
to include any seaman employed as an em-
ployee of the United States through the War
Shipping Administration on vessels made
available to or subchartered to other agen-
cies or departments of the United States.

(b) (1) Section 1426 of the Internal Reve-
nue Code (63 Stat. 177, 1883; 26 U. 8. C. 1426)
is amended by adding at the end thereof the
following new subsection:

*(1) Officers and m;mberl of crews ems=
ployed by War Shipping Administration.—
The term ‘employment’ shall include such
service as 1s determined by the Administras
tor, War Shipping Administration, to be per=
formed after September 80, 1941, and prior
to the termination of title I of the First War
Powers Act, 1941, on or in connection with
any vessel by an officer or member of the
crew as an employee of the United States
employed through the War Shipping Admin=
istration, or, in respect of such service pers
formed before February 11, 1942, the United
States Maritime Commission. The term
‘wages’ means, with respect to service which
constitutes employment by reason of this
subsection, such amount of remuneration as
is determined (subject to the provisions of
this section) by the Administrator, War
Shipping Administration, to be pald for such
service. The Administrator and such agents
as he may designate for the purpose are aus
thorized and directed to comply with the
provisions of the internal revenue laws on
behalf of the United States as the employer
of individuals whose service constitutes em-
ployment by reason of this subsection, but
the Administrator and his agents shall not
be liable for the tax on any employee ime
posed by section 1400 (unless the Administra=
tor or his agent collects such tax from the
employee) with respect to service performed
before the date of enactment of this subsece
tion which constitutes employment by rea~
son of the enactment of this subsection.”

(2) SBection 209 of the Social Security Act,
as amended (U. 8. C,, title 43, sec. 409), is'
amended by adding at the end thereof the
following new subsection: ’

“(o) (1) Officers and members of crews
employed by War Shipping Administration;
The term ‘employment’ shall include such
service as 18 determined by the Administrae
tor, War Shipping Administration, to be pere
formed after September 30, 1941, and prior to
the termination of title I of the First War
Powers Act, 1941, on or in connection with
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any vessel by an officer or €«nember of the
crew as an employee of the United States
employed through the War Shipping Admin-
istration or, in respect of such service per-
formed before February 11, 1942, the United
States Maritime Commission.

“(2) The Social Security Board shall not
make determinations as to whether an indi-
vidual has performed services which are em-
ployment by reason of this subsection, or the
periods of such services, or the amounts of
remuneration for such services, or the periods
in which or for which such remuneration was
paid, but shall accept the determinations with
respect thereto of the Administrator, War
Shipping Administration, and such agents as
he may designate, as evidenced by returns
flled by such Administrator as,an employer
pursuant to section 1426 (i) o{ the Internal
Revenue Code and certifications made pur-
suant to this subsection. Such determina-
tions shall be final and conclusive.

*(3) The Administrator, War Shipping Ad-
ministration, is authorized and directed, upon
written request of the Social Security Board,
to make certification to it with respect to any
matter determinable for the Board by the
War Shipping Administrator under this sub-
section, which the Board finds necessary in
administering this title.

‘‘(4) This subsection shall be effective as
of September 30, 1941.”

(3) Bection 907 of the Social Security Act,
amendments of 1939, is amended by insert-
ing, after the phrase “attaining age 65", the
following: “and 1 percent of any wages paid
him for services which constitute employ-
ment by virtue of subsection (0) of section
209 of the Social Security Act, as amended,”.

(c) The War Shipping Administration and
its agents or persons acting on its behalf
or for its account may, for convenience of
administration, with the approval of the
Administrator, make payments of any taxes,
fees, charges, or exactions to the United States
or its agencies.

Sec. 2. (a) Section 322 (f) of Subtitle—In-
surance of Title II of the Merchant Marine
Act, 1836, as amended (Public Law 533, 77th
Cong.), is amended by inserting before the
period at the end thereof a semicolon and
the following: “and, whenever the Commis=
sion shall insure any risks included under
subsection (d) or (e) of this section, or under
this subsection insofar as it concerns liabili-
ties relating to the master, officers, and crews
of euch vesselr or to Other persons transe
ported thereon, the insurance on such risks
may include marine risks to the extent that
the Commission determines to be necessary
or advisable.”

(b) Whenever the Administrator, War
Shipping Administration, finds that, on or
after October 1, 1941, and before 30 days
after the date of enactment of this subsece
tion, a master, officer, or member of the crew
of, or any persons transported on, s vessel
owned by or chartered to the Maritime Com-~
mission or the War Shipping Administration
or operated by, or for the account of, or at
the direction or under the control of the
Commission or the Administration, has suf-
fered death, injury, detention, or other casu-
alty, for which the War Shipping Adminis-
tration would be authorized to provide in-
surance under Subtitle—Insurance of Title
II of the Merchant Marine Act, 1936, as
amended by this act, the Administrator may
declare that such death, injury, detention, or
other casualty, shall be deemed and consid-
ered to be covered by such insurance at the
time of the disaster or accident, it the Ad-
ministrator finds that such action 18 re-
quired to make- equitable provision for loss
or injury related to the war effort and not
otherwise adequately provided for: Provided,
That in making provision for insurance under
this subsection the Administrator shall not
provide for payments in excess of those gens
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erally provided for in comparable cases under
insurance hereafter furnished under the saig
Subtitle—Insurance of Title II, as amended:
Provided further, That any money paid to
any person by reason of insurance provided
for under this subsection shall apply in pre
tanto satisfaction of the claim of such per-
son aga.nst the United States arising from
the game loss or injury. The declarations,
findings, and actions of or by the Adminis-
trator under this subsection shall he final and
conclusive.

8ec. 8. (a) The second proviso of section 1
of the act of June 6, 1941 (Public Law 101,
77th Cong.), as amended, is hereby amended
to read as follows: “Provided further, That
such compensation hereunder, or advances
on account thereof, shall be deposited with
the Treasurer of the United States, and the
fund so deposited shall be available for the
payment of such compensation, and shall be
subject to be applied to the payment of the
amount of any valid claim by way of mortgage
or maritime lien or attachment lien upon
such vessel, or of any stipulation therefor
in a court of the United States, or of any
Btate, subsisting at the time of such requi-
sition or taking of title or possession; the
holder of any suck claim may commence
prior to June 30, 1943, or within 6 months
after the first such deposit with the Treas-
urer and publication of notice thereof in the
Federal Register, whichever date is later, and
maintain in the United States district court
from whose custody such vessel has been or
may be taken or in whose territorial juris-
diction the vessel was lying at the time of
requisition or taking of title or possession, a
suit in admiralty according to the principles
of libels in rem against the fund, which shgl]
proceed and be heard and determined accord-
ing to the principles of law and to the rules
of practice obtaining in like cases between
private parties, and any decree in said suit
shall be paid out of the first and all subse-
quent deposits of compensation; and such
suit shall be commenced in the manner pro-
vided by section 2 of the Suits in Admiralty
Act and service of process shall be made in
the manner therein provided by service upon
the United States attorney and by mailing
by registered mail to the Attorney General
and the United States Maritime Commission
and due notice shall under order of the court
be given to all interested persons, and any
decree shall be subject to appeal and revi-
sion a8 now provided in other cases of ad-
miralty and maritime jurisdiction.’’

(b) The Administrator, War Shipping Ad-
ministration, may determine at any time
prior to the payment in full or deposit in
full with the Treasurer of the United States,
or the payment or deposit of 75 percent, of
just compensation therefor that the owner-
ship of any vessel (the title to which has been
requisitioned pursuant to sec. 902 of the
Merchant Marine Act, 1936, as amended, or
the act of June 6, 1941 (Public Law 101, 77th
Cong.) ), 18 not required by the United States,
and after such determination has been made
and notice thereof has been published in the
Federal Register, the use rather than the
title to such vessel shall be deemed to have
been requisitioned for all purposes as of the
date of the original taking: Provided, how-
ever, That no such determination shall be
made with respect to any vessel owned by
citizens of the United States after the ex-
piration of a period of 2 months after the
date of delivery of such vessel pursuant to
title requisition except with the consent of
the owner. Upon the written recommenda«
tion of the Secretary of State, such a deter
mination may be made by the Administrator,
War S8hipping Administration, with respect to
any vessel, the title to which has been requi-
sitioned pursuant to the act of June 6, 1941
(Publle aw 101, T7th Cong.), which shal)
have been lost or destroyed or converted to
naval oF military use by the United States,
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(c) In the event that a vessel the title op
use and possession of which i8 requisitioneq
or taken pursuant to section 902 of the Mer~
chant Marine Act, 1936, as amended, or the
act of June 6, 1941 (Public Law 101, 77th
Cong.), is in the custody of any court, State
or Federal, it shall be the duty of all agentg
and officers of the court having possession,
custody, or control of said vessel, forthwith
upon the flling with the clerk of said court
of a certified copy of the order of requisition.
ing or taking, and without further order of
the court, to comply with said requisitioning
or taking and to permit the representatives
of the United States Maritime Commigsion
or the War Shipping Administration, as the
cage may be, to take possession, custody, and
control of said vessel.

(d) Section 902 of the Merchant Marine
Act, 1886, as amended, is hereby amended hy
adding at the end of subsection (d) thereof
a paragraph to read as follows:

“The existence of any valid claim by way
of mortgage or maritime claim or attachment
llien upon such vessel shall not prevent the
taking thereof pursuant to this section: Pro-
vided, however, That in the event any euch
claim exists the United States Maritime Com-
mission may in its discretion deposit such
portion of the compensation hereunder, or
advances on account thereof, as may equal
but not exceed the amount of such claims in
respect of the vessel, with the Treasurer of
the United States, and the fund so deposited
shall be avaflable for the payment of such
compensation, and shall be subject to be ap-
plied to the payment of the amount of any
valid claim by way of mortgage or maritime
lien or attachment lien upon such vessel, or
of any stipulation therefor in a court of the
United States, or of any State, subsisting at
the time of such requisition or taking ot titie
or possession; the holder of any such claim
may commence prior to June 30, 1943, or
within 6 months after the first such deposit
with the Treasurer and publication of notice
thereof in the Federal Register, whichever
date is later, and maintain in the United
States district court from whose custody such
vessel hae been or may be taken or in whose
territorial jurisdiction the vessel was lying
at the time of requisitioning or taking of
title or possession, a suit in admiralty accord-
ing to the principles of libels in rem against
the fund, which shall proceed and be heard
and determined according to the principles
of law and to the rules of practice obtaining
in like cases between private parties, and any
decree in said suits shall be paid out of the
firat and all subsequent deposits of compensa-~
tion; and euch suit shall be commenced in
the manner provided by section 2 of the

‘Sufts in Admiralty Act and service of process

shall be made in the manner therein pro-
vided by service upon the United States at-
torney and by mailing by registered mail to
the Attorney General and the United States
Maritime Commission and due notice shall
under order of the court be given to all inter-
ested persons, and any decree shall be subject
i0 appeal and revision as now provided in
other cases of admiralty and maritime juris-
diction.”

(e) (1) The second sentence of section 223
of subtitle—Insurance of title II of the Mer-
chant Marine Act, 1936, as amended (Public
Law 523, 77th Cong.), is amended by jnsert-
ing before the period at the end thercof &
comma and the following: “but the Com-
mission may allow falr and reasonable com+
pensation to any company authorized to do
an insurance business in any State of the
United States for servicing insurance written
by such company as an underwriting agent
for the Commission, and such compensation
may include an allowance for expenses rea=
8onably incurred by such agent but such €x-
genm shall not include any commission paid

y such agent in excess of 5 percent of the
premiums in respect of such insurance.”
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(2) The last sentence of such section 223 is
amended by striking out the clause in pa-
rentheses, and by inserting before the period
at the end of such sentence a comma and the
following: “but in no case shall such allow-
ance to the carrier provide for payment by the
carrier of commissions in excess of § percent
of the premiums paid for that portion of the
direct insurance so reinsured.”

(f) Section 224 (a) of subtitle—Insurancas
of title IT of the Merchant Marine Act, 1936,
48 amended (Public Law 523, 77th Cong.), Is
amended ty inserting after the word “sub-
title” and before the comma following such
word the words “or in section 10 of the Mer~
chant Marine Act, 1920, as amended.”

(8) Section 225 of subtitle—Insurance of
title II of the Merchant Marine Act, 1936, as
amended (Public Law 623, 77th Cong.), is
amended by adding at the end thereaf the
following: “All persons having or claiming to
have an interest in such ingurance, or who
it 18 believed might assert such an interest,
may be made parties to such suit, either
initially or upon the motion of either party.
In any case where the Commission acknowl-
edges the indebtedness of the United States
on account of such insurance, and there may
be a dispute as to the person or persons en=~
titled to receive payment, the United States
may bring an action in the nature of & bill
of interpleader against the persons having or
claiming to have any interest in such insur-
ance, or who it is believed might assert such
an interest, in the District Court of the
United States for the District of Columbia,
or in the district court in and for the district
in which any such person resides. In either
of such actions any person claiming to have
an interest in such insurance, or who it is
believed might assert such an interest, if not
an inhabitant of or found within the district
within which either of such actions is
brought, may be brought in by order of the
court to be served personally or by publica-
tion or in such other reasonable manner as
the court may direct, and if it be shown to
the satisfaction of the court that persons
unknown might assert a claim on account of
such insurance, the court may direct service
upon such persons unknown by publication
in the Federal Register. Judgment in any
such action shall discharge the United States
from further liability to any parties to such
action, and to all persons where service by
publication upon persons unknown is direct-
ed by the court. The procedure herein pro-
vided shall apply to all actions now pending
against the United States under the provi-
sions of this subtitle, as amended.”

(h) Section 226 (f) of Bubtitle—Insur-
ance of Title II of the Merchant Marine Act,
1936, as amended (Public Law 6523, T7th
Cong.), 1s amended by adding at the end
thereof a new paragraph to read as follows:

“(3) The term ‘risks of war’ shall include
those losses which, in accordance with com-
mercial practice prevailing from time to time,
are excluded from marine insurance coverage
under ‘free of capture and seizure’ clauses or
clauses analogous thereto.”

(1) Subtitle—Insurance of Title II of the
Merchant Marine Act, 1836, as amended (Pub-
lic Law 523, 77th Cong.), is amended by
adding at the end thereof a section to read
as follows:

“SEC. 220. In addition to the insurance
functions authorized by the other eections of
this subtitle, the War Shipping Administra-
tion may insure directly, or may reinsure
in whole or in part any company authorized
to do business in any State in the United
States and which shall insure directly, any
person who shall perform services or provide
facilities for or with respect to any publie or
private vessel against legal liabilities (except
liability to employees in respect of employ-
er's liability and workmen’s compensation)
that may be incurred by such person in con-
nection with the performance of such serv-
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ices or the providing of such facilities, whene
ever in the opinion of the Administrator,
War 8hipping Administratfon, such insur-
ance or reinsurance is required in the prose-
cution of the war effort and cannot be ob-
tained at reasonable rates or upon reasonable
conditions from approved companies author-
iged to do an insurance business in any
State of the United States.”

(J) The clause in parentheses in the first
sentence of section 3 (b) of the act of June
6, 1941, as amended (Public Law 101, T7th
Cong.), is amended to read as follows: “(in-
cluding any interest or liability of the owner,
charterer, or agent).”

(k) The second sentence of section 4 of
such act of June 6, 1941, is amended by in-
serting after the words “national defense”
and before the semicolon a comma and the
following: “and when so chartere@ or op-
erated may be insured as provided {n said
section 3.”

Sec. 4. The United States shall, with re-
spect to vessels owned by or chartered to the
War Shipping Administrator under bareboat
charter or time charter or operated directly
by such Administrator or for his acecount, be
entitled to the benefits of all exemptions and
of all limitations of liability accorded by
law to the owners of vessels. With respect to
any such vessel, the term “the United States”
shall include agents or other persons acting
for or on behalf of the Administrator in
ﬁonnectlon with the operation thereof.

8rc. 6. The provisions of section 1 (a) of
this act shall remain in force until the ter-
mination of title 1 of the First War Powers
Act, 1841. The termination of the provi-
sions of guch section shall not affect any act
done or any right accruing or accrued, or any
suit or proceeding had or commenced in any
cause before such termination, but all rights
and liabilities under law as modified by such
provisions shall continue and may be en-
forced in the same manner as if such pro-
visions had not terminated. The au-
thority conferred upon the United Statea
Maritime Commission by any provision of
this act shall be vested in and exercised by
the Administrator of the War Shipping Ad-
ministration in conformity with the Execu-
tive order of February 7, 1842 (No. 9064;
7 F. R. 837), as heretofore or hereafter
amended.

With the following committee amend-
ment:

On page 12, line 12, strike out ‘January 1*
and insert “June 30,”

The committee amendment was agreed

‘The bill was ordered to be engrossed
and read a third time, was read the third
time, and passed, and a motion to re-
consider was laid on the table.
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WAR SHIPPING ADMINISTRATION

The Clerk called the next bill, H. R.
133, to amend and clarify certain provi-
sions of law relating to functions of the
War Shipping Administration, and for
other purposes.

Mr. KEAN. Reserving the right to
object, Mr. Speaker, this is a very com-
plicated bill. Will the gentleman from
Georgia givc an explanation of the hill
to the House?

Mr. RAMSPECK. May I say to the
gentleman from New Jersey that this bill
was reported in the last Congress and
passed the House in almost the identical
form in which it is presented here. It
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has a great many provisions in it which
are wanted by the War Shipping Admin-
Istration. It has a few changes, none of
any great importance, which were made
to conform with amendments presented
in the Senate during the last session.
The bill did not pass the Senate. We
have not included in the bill, however,
one controversial amendment which the
Senate put in its bill, an amendment
dealing with section 902 of the Merchant
Marine Act, which has to do with the
enhancement clause of the Merchant Ma-
rine Act. That was left out because we
did not want anything controversial in
this bill.

This bill deals with sramen’s benefits,
with insurance protection for seamen
and their dependents, with the procedure
of the requisition of vessels but not the
payment of the price under section 802,
and with the insurance administration,
and coverage of vessels, and it contains
some miscellaneous provisions.

I may say to the gentleman that I am
not as familiar with the bill as the chair-
man of the committee would be if he
could be here, but I can assure him that
the bill passed the House once without
any question and has been reported in
the Senate with the provisions in the
bill which are now presented.

Mr. KEAN. This is a unanimous re-
port?

Mr. RAMSPECK. 1t is.

Mr. KEAN. I withdraw my reserva-
tion of objection, Mr. Speaker.

The SPEAKER. Is there objection to
the present consideration of the bin?

There was no objection.

The Clerk read the bill, as follows:

Be it enacted, etc., That (a) officers and
members of crews (hereinafter referred to &s
“seamen’”) employed on United States or
foreign-flag vessels as employees of the
United States through the War 8hipping Ad-
ministration shall, with respect to (1) laws
administered by the Public Health Bervice
and the Social Security Act, as amended by
subsection (b) (2) and (8) of this section;
(2) death, injuries, illness, maintenance and
cure, loss of effects, detention, or repatria-
tion, or claims arising therefrom not covered
by the foregoing clause (1); and (8) collec-
tlon of wages and bonuses and making of al-
lotments, have all of the rights, benefits,
exemptions, privileges, and liabilities, under
law applicable to citizens of the United
States employed as seamen on privately
owned and operated American vessels. Such
seamen, because of the temporary wartime
character of their employment by the War
Shipping Administration, shall not be con-
gldered as officers or employees of the United
States for the purposes of the United States
Employees Compensation Act, as amended;
the Civil Service Retirement Act, a8 amend-
ed; the act of Congress approved March 7,
1842 (Public Law 480, T7th Oong.): or the act
entitled “An act to provide benefits for the
injury, disability, death, or detention of em-
ployees of contractors with the United States
and certain other persona or reimbursement
therefor”, approved December 2, 1942 (Pub-
lic Law 784, 77th Cong.). Clalms arising
under clause (1) hereof shall be enforced in
the game manner &8 such claims would be
enforced if the seaman were employed on &
privately owned and operated American vessel.
Any claim referred to in clause (3) or (8)
hereof shall; if administratively disallowed in

whole or in part, be enforced pursuant to the’
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provisions of the Suits in Admiralty Act, not=
withstanding the vessel on which the seaman
Is employed is not a merchant vessel within
the meaning of such act. Any claim, right, or
cause of action of or in respect of any such
seaman accruing on or after October 1, 1941,
and prior to the date of enactment of this sec=
tion may be enforced, and upon the election
of the seaman or his surviving dependent or
beneficiary, or his legal representative to do
so shall be governed, as if this section had
been in effect when such claim, right, or
cause of action accrued, such election to be
made in accordance with rules a8nd regula-
tions prescribed by the Administrator, War
Shipping Administration. Rights of any
seaman under the Social Security Act, as
amended by subsection (b) (2) and (3), and
claims thereYor shall be governed solely by
the provisions of such act, so amended.
When used in this subsection the term “ad-
ministratively disallowed’’ means a tenial of
a written claim in accordance with rules or
regulations prescribed by the Administrator,
War Shipping Administration. When used
in this subsection the terms ‘‘War S8hipping
Administration” and “Administrator, War
Shipping Administration’ shall be deemed to
include the United States Maritime Commis«
sion with respect to the period beginning
October 1, 1941, and ending February 11,
1942, and the term “seaman’ shall be deemed
to include any seaman employed as an em-
ployee of the United States through the War
Shipping Administration on vessels made
available to or subchartered to other agen-
cies or departments of the United States.

(b) (1) Section 1426 of the Internal Reve-
nue Code (63 Stat. 177, 1883; 26 U. 8. C. 1426)
is amended by adding at the end thereof the
following new subsection:

*(1) Officers and m;mberl of crews ems=
ployed by War Shipping Administration.—
The term ‘employment’ shall include such
service as 1s determined by the Administras
tor, War Shipping Administration, to be per=
formed after September 80, 1941, and prior
to the termination of title I of the First War
Powers Act, 1941, on or in connection with
any vessel by an officer or member of the
crew as an employee of the United States
employed through the War Shipping Admin=
istration, or, in respect of such service pers
formed before February 11, 1942, the United
States Maritime Commission. The term
‘wages’ means, with respect to service which
constitutes employment by reason of this
subsection, such amount of remuneration as
is determined (subject to the provisions of
this section) by the Administrator, War
Shipping Administration, to be pald for such
service. The Administrator and such agents
as he may designate for the purpose are aus
thorized and directed to comply with the
provisions of the internal revenue laws on
behalf of the United States as the employer
of individuals whose service constitutes em-
ployment by reason of this subsection, but
the Administrator and his agents shall not
be liable for the tax on any employee ime
posed by section 1400 (unless the Administra=
tor or his agent collects such tax from the
employee) with respect to service performed
before the date of enactment of this subsece
tion which constitutes employment by rea~
son of the enactment of this subsection.”

(2) SBection 209 of the Social Security Act,
as amended (U. 8. C,, title 43, sec. 409), is'
amended by adding at the end thereof the
following new subsection: ’

“(o) (1) Officers and members of crews
employed by War Shipping Administration;
The term ‘employment’ shall include such
service as 18 determined by the Administrae
tor, War Shipping Administration, to be pere
formed after September 30, 1941, and prior to
the termination of title I of the First War
Powers Act, 1941, on or in connection with
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any vessel by an officer or €«nember of the
crew as an employee of the United States
employed through the War Shipping Admin-
istration or, in respect of such service per-
formed before February 11, 1942, the United
States Maritime Commission.

“(2) The Social Security Board shall not
make determinations as to whether an indi-
vidual has performed services which are em-
ployment by reason of this subsection, or the
periods of such services, or the amounts of
remuneration for such services, or the periods
in which or for which such remuneration was
paid, but shall accept the determinations with
respect thereto of the Administrator, War
Shipping Administration, and such agents as
he may designate, as evidenced by returns
flled by such Administrator as,an employer
pursuant to section 1426 (i) o{ the Internal
Revenue Code and certifications made pur-
suant to this subsection. Such determina-
tions shall be final and conclusive.

*(3) The Administrator, War Shipping Ad-
ministration, is authorized and directed, upon
written request of the Social Security Board,
to make certification to it with respect to any
matter determinable for the Board by the
War Shipping Administrator under this sub-
section, which the Board finds necessary in
administering this title.

‘‘(4) This subsection shall be effective as
of September 30, 1941.”

(3) Bection 907 of the Social Security Act,
amendments of 1939, is amended by insert-
ing, after the phrase “attaining age 65", the
following: “and 1 percent of any wages paid
him for services which constitute employ-
ment by virtue of subsection (0) of section
209 of the Social Security Act, as amended,”.

(c) The War Shipping Administration and
its agents or persons acting on its behalf
or for its account may, for convenience of
administration, with the approval of the
Administrator, make payments of any taxes,
fees, charges, or exactions to the United States
or its agencies.

Sec. 2. (a) Section 322 (f) of Subtitle—In-
surance of Title II of the Merchant Marine
Act, 1836, as amended (Public Law 533, 77th
Cong.), is amended by inserting before the
period at the end thereof a semicolon and
the following: “and, whenever the Commis=
sion shall insure any risks included under
subsection (d) or (e) of this section, or under
this subsection insofar as it concerns liabili-
ties relating to the master, officers, and crews
of euch vesselr or to Other persons transe
ported thereon, the insurance on such risks
may include marine risks to the extent that
the Commission determines to be necessary
or advisable.”

(b) Whenever the Administrator, War
Shipping Administration, finds that, on or
after October 1, 1941, and before 30 days
after the date of enactment of this subsece
tion, a master, officer, or member of the crew
of, or any persons transported on, s vessel
owned by or chartered to the Maritime Com-~
mission or the War Shipping Administration
or operated by, or for the account of, or at
the direction or under the control of the
Commission or the Administration, has suf-
fered death, injury, detention, or other casu-
alty, for which the War Shipping Adminis-
tration would be authorized to provide in-
surance under Subtitle—Insurance of Title
II of the Merchant Marine Act, 1936, as
amended by this act, the Administrator may
declare that such death, injury, detention, or
other casualty, shall be deemed and consid-
ered to be covered by such insurance at the
time of the disaster or accident, it the Ad-
ministrator finds that such action 18 re-
quired to make- equitable provision for loss
or injury related to the war effort and not
otherwise adequately provided for: Provided,
That in making provision for insurance under
this subsection the Administrator shall not
provide for payments in excess of those gens
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erally provided for in comparable cases under
insurance hereafter furnished under the saig
Subtitle—Insurance of Title II, as amended:
Provided further, That any money paid to
any person by reason of insurance provided
for under this subsection shall apply in pre
tanto satisfaction of the claim of such per-
son aga.nst the United States arising from
the game loss or injury. The declarations,
findings, and actions of or by the Adminis-
trator under this subsection shall he final and
conclusive.

8ec. 8. (a) The second proviso of section 1
of the act of June 6, 1941 (Public Law 101,
77th Cong.), as amended, is hereby amended
to read as follows: “Provided further, That
such compensation hereunder, or advances
on account thereof, shall be deposited with
the Treasurer of the United States, and the
fund so deposited shall be available for the
payment of such compensation, and shall be
subject to be applied to the payment of the
amount of any valid claim by way of mortgage
or maritime lien or attachment lien upon
such vessel, or of any stipulation therefor
in a court of the United States, or of any
Btate, subsisting at the time of such requi-
sition or taking of title or possession; the
holder of any suck claim may commence
prior to June 30, 1943, or within 6 months
after the first such deposit with the Treas-
urer and publication of notice thereof in the
Federal Register, whichever date is later, and
maintain in the United States district court
from whose custody such vessel has been or
may be taken or in whose territorial juris-
diction the vessel was lying at the time of
requisition or taking of title or possession, a
suit in admiralty according to the principles
of libels in rem against the fund, which shgl]
proceed and be heard and determined accord-
ing to the principles of law and to the rules
of practice obtaining in like cases between
private parties, and any decree in said suit
shall be paid out of the first and all subse-
quent deposits of compensation; and such
suit shall be commenced in the manner pro-
vided by section 2 of the Suits in Admiralty
Act and service of process shall be made in
the manner therein provided by service upon
the United States attorney and by mailing
by registered mail to the Attorney General
and the United States Maritime Commission
and due notice shall under order of the court
be given to all interested persons, and any
decree shall be subject to appeal and revi-
sion a8 now provided in other cases of ad-
miralty and maritime jurisdiction.’’

(b) The Administrator, War Shipping Ad-
ministration, may determine at any time
prior to the payment in full or deposit in
full with the Treasurer of the United States,
or the payment or deposit of 75 percent, of
just compensation therefor that the owner-
ship of any vessel (the title to which has been
requisitioned pursuant to sec. 902 of the
Merchant Marine Act, 1936, as amended, or
the act of June 6, 1941 (Public Law 101, 77th
Cong.) ), 18 not required by the United States,
and after such determination has been made
and notice thereof has been published in the
Federal Register, the use rather than the
title to such vessel shall be deemed to have
been requisitioned for all purposes as of the
date of the original taking: Provided, how-
ever, That no such determination shall be
made with respect to any vessel owned by
citizens of the United States after the ex-
piration of a period of 2 months after the
date of delivery of such vessel pursuant to
title requisition except with the consent of
the owner. Upon the written recommenda«
tion of the Secretary of State, such a deter
mination may be made by the Administrator,
War S8hipping Administration, with respect to
any vessel, the title to which has been requi-
sitioned pursuant to the act of June 6, 1941
(Publle aw 101, T7th Cong.), which shal)
have been lost or destroyed or converted to
naval oF military use by the United States,
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(c) In the event that a vessel the title op
use and possession of which i8 requisitioneq
or taken pursuant to section 902 of the Mer~
chant Marine Act, 1936, as amended, or the
act of June 6, 1941 (Public Law 101, 77th
Cong.), is in the custody of any court, State
or Federal, it shall be the duty of all agentg
and officers of the court having possession,
custody, or control of said vessel, forthwith
upon the flling with the clerk of said court
of a certified copy of the order of requisition.
ing or taking, and without further order of
the court, to comply with said requisitioning
or taking and to permit the representatives
of the United States Maritime Commigsion
or the War Shipping Administration, as the
cage may be, to take possession, custody, and
control of said vessel.

(d) Section 902 of the Merchant Marine
Act, 1886, as amended, is hereby amended hy
adding at the end of subsection (d) thereof
a paragraph to read as follows:

“The existence of any valid claim by way
of mortgage or maritime claim or attachment
llien upon such vessel shall not prevent the
taking thereof pursuant to this section: Pro-
vided, however, That in the event any euch
claim exists the United States Maritime Com-
mission may in its discretion deposit such
portion of the compensation hereunder, or
advances on account thereof, as may equal
but not exceed the amount of such claims in
respect of the vessel, with the Treasurer of
the United States, and the fund so deposited
shall be avaflable for the