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DRAFT STATEMENT BY THE PRESIDENT 

I have today received from my staff a report on the 

status of the General Revenue Sharing legislation 

now before the Congress. 

I am gratified that the Government Operations Committee 

is proceeding with a markup of this legislation which 

is important to every state and local government and 

therefore important to every citizen in the country. 

It is essential that this legislation be acted on by 

the Congress as soon as possible. 

More than a year ago I proposed an extension of the 

current Revenue Sharing legislation to provide 39.8 

billion dollars for the next 5 3/4 years. I remain 

committed to that proposal. 

I shall be following closely the actions of the House 

Government Operations Committee and subsequent actions 

by the Congress. 
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THE WHITE HOUSE 

WASHINGTON 

RECOMMENDED TELEPHONE CALL 

TO: Congressman Al Cederberg 

DATE: Monday, May 3, 1976 

RECOMMENDED BY: Jack Marsh, Max Friedersdorf 
The President stated his desire to make this 
call at a meeting on Saturday, May 1, 1976. 

PURPOSE: To urge his support for the President's 
position on the method of funding General 
Revenue Sharing. 

BACKGROUND: The question of how revenue sharing is funded 
is a most controversial issue. The President 
supports long-term funding. Opponents of the 
legislation, led by Brooks, Mahon and Adams, 
seeking annual appropriations. Subcommittee 
bill is consistent with the President's 
objectives and preserves basic revenue sharing 
concept. Congressman Cederberg voted against 
revenue sharing on a key vote in 1972. His 
position this year will influence other 
Republican Members. 

TOPICS OF DISCUSSION: 1. Government Operations Committee begins 
markup of General Revenue Sharing bill on 
Tuesday, May 4. 

2. Major fight is expected on the question of 
how revenue.sharing is funded. 

3. Brooks, Mahon and liberal Democrats want to 
gut the PFOgram. 

4. President's commitment to long-term funding 
and opposition to annual appropriations. 

5. Cederberg's public support is needed to 
preserve this critical provision of the bill. 

Date of Submission: Sunday, May 2, 1976 

Action 
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THE WHITE HOUSE 

WASHINGTON 

May 3, 1976 

_, 

MEMORANDUM FOR JACK VENE~N l,~.; 
PAUL MYER v n ...___ ___ 
~, FROM 

SUBJECT: _.. Vice President's Calls 
to Key Congressmen on 
General Revenue Sharing 

The following information may be helpful to the Vice Presi
dent in making the phone calls we discussed to various 
congressmen to urge their support for the President's posi
tion on the method of funding of the General Revenue Sharing 
program. 

The question of how revenue sharing is funded is the most 
controversial issue which will be before the House Govern
ment Operations Committee when it begins to mark-up the bill 
tomorrow, Tuesday, May 4. 

The President supports long-term funding, and the Subcommit
tee bill contains an entitlement financing approach which 
is consistent with the President's objectives and preserves 
the basic revenue sharing concept. 

Opponents of the legislation led by Brooks, Mahon, Adams 
and a number of liberal Democrats, are seeking annual 
appropriations and a major fight is expected in Committee. 

We have launched a major effort to insure that the long-term 
entitlement financing provision is preserved. The Vice 
President could be helpful with phone calls to these Members. 
You will note that two are not Members of the Government 
Operations Committee, however, their support is critical on 
this issue because a number of Members will be seeking their 
views. The Members we would like him to call are: 

Wilbur Mills (Ark.) -- as leader of the fight for 
revenue sharing in 1972 he fought to keep the Appro
priations Committee out of the program; if he were to 
change his position now it could greatly affect the 
situation. 
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Barber Conable (N. Y.) -- as a member of both 
Ways and Means Committee and the new Budget Com
mittee, he could similarly influence Members who 
respect his opinion. He voted right in 1972. 

Bill Moorhead (Pa.) and Jim Wright (Tex.} -
both Democrats.on the Committee who voted wrong in 
1972 but who might vote with us in Committee. 

The following points could be made_by the Vice.President: -1. Government Operations Committee begins mark-up of 
General Revenue Sharing bill on Tuesday, May 4. 

2. Major fight is expected on the question of how reve
nue sharing is funded. 

3. Brooks, Mahon and liberal Democrats want to gut the 
program. 

4. President's commitment to long-term funding and 
opposition to annual appropriations. 

5. Member's public support is needed to preserve this 
critical provision of the bill. 

I would appreciate hearing from you some time this afternoon 
as to whether or not the Vice President was able to complete 
these calls. · 



THE WHITE HOUSE 

WASHINGTON 

May 3, 

MEMORANDUM FOR ~-

FROM 

SUBJECT GRS LEGISLATIVE SITUATION 

The following inform~tiot reflects the current GRS leg
islative situation a ti 6 / 00 p.m. Monday, May 3: 

1. The Republican Members caucused this afternoon to 
review the GRS bill and discuss their strategy in the 
Committee. Only two Members were out of town and did not 
attend. Complete agreement was reached on all major issues 
and I anticipate unified support from our side. 

2. The present vote count indicates 20 Members firm 
for entitlement (6D; 14R) with an additional 6 Members 
indicating support or giving a commitment of support to 
their Governor or local elected officials. We need 21 or 
22 votes depending on absences and the proxy situation. 
I am now in the process of confirming those votes. 

3. Jack Brooks apparently has a similar count and has 
delayed any votes until Wednesday. Evidence continues to 
demonstrate how seriously Brooks and Mahon feel about this 
issue. For that reason, I am counting only "eyeball" 
commitments, and even then, can take nothing for granted. 

Attachment 
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R (20) 

Fountain 
Fuqua 
Levitas 
Hicks 
Stanton 
Preyer 

Horton 
Erlenborn 
Wydler 
Brown 
Gude 
McCloskey 
Steiger 
Brown 
Thone 
Steelman 
Pritchard 
Forsythe 
Kasten 
Gradison 
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GRS VOTE COUNT ON ENT-ITLEMENT 

(43 Members/Need 22) 

R? ( 6) 

St. Germain 
Absug 
Harrington 
As pin 
Randall 
Moffett 

w (10) 

Brooks 
Conyers 
Ryan 
Collins 
Burton 
Drinan 
Mezvinsky 
Jordan 
English 
Haguire 

W? (3) 

Moss 
Wright 
Rosenthal 

? ( 4) 

Fascell 
Macdonald 
Moorhead 
Evans 

• 

• 
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MEMORANDUM FOR 

FROM 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

May 5, 1976 

(&;: 
FRIEDERSDORF 

IM CANNON 

AUL MYER 

Review of House Government 

Operatio~~fee :~ 
on Gener ~Ue shar~ 
Wednesday, 1g7 

The House Government Operations Committee today 
rejected two attempts to subject the General 
Revenue Sharing formula to annual appropriations . .:·: _"f 0 .?"0'-..,. 
The key vote was on an amendment offered by ~' .,, <_,\ 
Congressman Moss. It was rejected 15-26, with .·,·u~' 
twelve Democrats joining the Republican Me. mbers •. :, .:; 
This vote reaffirmed the commitment to long-term\.~> "' 
funding which the President has insisted is an 
essential provision of his renewal proposal. 
This vote took on added significance since both 
Mahon and Adams made special appearances before 
the Committee to appeal for annual appropriations. 
While this issue will be revisited on the floor, 
the wide margin will place us in a strong posi-
tion to defend this provision at that time. 

The Committee also rejected, 15-26, an attempt by 
Congressman Drinan to extend the program for bnly 
2 3/4 years. 

In other actions, the Committee not only rejected 
all attempts to modify the current distribution 
formula, but also adopted a Burton amendment 
which lessened the impact of a provision in the 
Subcommittee Bill which was designed to limit the 
General Revenue Sharing funds distributed to 
smaller communities and townships. 
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The Committee should complete action on the bill 
tomorrow when it considers the citizen participation, 
civil rights and reporting requirements provisions 
and takes up miscellaneous amendments. In the 
latter category, an attempt is anticipated to add a 
provision to distribute some additional funds on the 
basis of a "need" factor. 

Attached is a copy of the roll call vote on the Moss 
amendment to subject the revenue sharing program to 
annual appropriations. ·~ 

Attachment 



.. 

Rejected an amendment by Mr. Moss to subject General 
Revenue Sharing to annual appropriations by a vote of 
15-26 (15 D; 0 R & 12 D; 14 R): 

YEA 

Brooks 
Moss 
Moorhead 
Randall 
Rosenthal 
Wright (proxy) 
Conyers (proxy) 
Ryan (proxy) 
Burton 
Drinan 
Mezvinsky 
Jordan 
English (proxy) 
Evans (proxy) 
.H.aguire (proxy) 

NAY 

Fountain 
Fascell 
St. Germain (proxy) 
Hicks 
Fuqua 
Stanton (proxy) 
Abzug 
Preyer 
Harrington 
Levitas 
Moffett 
Aspin (proxy) 
Horton 
Erlenborn 
Wydler 
C. Brown (proxy) 
Gude 
McCloskey (proxy) 
G. Brown 
Thone 
Steelman (proxy) 
Pritchard 
Forsythe 
Kasten 
Gradison 
Steiger (proxy) 

NOT VOTING -- Collins 
Macdonald 

/ ... _.._. __ .... 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

May 7, 1976 

FOR J 

FROM PAUL MYER 

Attached is a re-draft of the report I gave you 

earlier today. I have discussed this with Max 

and he would like to review situation on Monday. 

Copies of this report have been circulated to 

appropriate staff members. 

Attachment 
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Note for file: 
Discussed with Myer and Friedersdorf: Tuesday, May 11, 1976 

10 a.m. 



THE WHITE HOUSE 

WASHINGTON 

May 7, 1976 

MEMORANDUM FOR 

FROM MYER 

.r··,:·,, ,. 
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\· --
SUBJECT: House Government Operations 

Committee Actions on General 
Revenue Sharing 
Thursday, May 6, 1976 

The House Government Operations Committee reported a General 
Revenue Sharing renewal bill by a vote of 39~3. Republican 
Members expressed strong reservations and reluctantly voted 
to report this bill. A report, including minority and 
individual views, will be filed on Wednesday, May 12, 1976. 

The legislation does preserve the long-term funding concept 
and the current distribution formula. However, a number of 
Democratic amendments were adopted which must be either 
substantially modified or deleted before the bill can be 
viewed as acceptable legislation. The amendments are: 

1. A greatly expanded civil rights provision (adopted, 
23-19); 

2. A provision calling for submission of reports by 
State and local governments on modernization and 
revitalization -- the old Humphrey-Reuss proposal 
(adopted, 21-20); 

3. An additional allocation formula which would dis
tribute any revenue sharing funds in excess of 
$6.5 billion on the basis of a poverty factor 
(adopted, 21-20); and 

4. A provision expanding the Davis-Bacon Act to any 
capital project using revenue sharing funds 
(adopted, voice vote). 

In other actions the Committee did clean up certain troub
ling features of the Subcommittee bill concerning the 
citizen participation, reporting and auditing requirements • 

• 
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A detailed analysis of the Committee bill and the prospec
tive legislative situation is now being developed. I 
believe we should schedule a meeting some time early next 
week to review this matter. 

'· ",, 
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MEMORANDUM FOR 

FROM 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

May 7, 1976 

CAVANAUGH 

MYER 

Your Request for Potential 
Items on the President's 
Schedule 

The House will consider legislation to extend and 
revise the General Revenue Sharing program between 
now and June 15. Such action might be scheduled 
for the week of May 24, 1976. Once the House has 
acted, it is anticipated that the Senate Finance 
Committee would immediately begin hearings and 
mark-up of this legislation. 

A major effort is going to be necessary in the 
House to gain adoption of a bill consistent with 
the President's objectives. Consequently, time 
may be required on the President's schedule for 
internal staff review, as an item for the regular 
or a special Congressional Leadership meeting, 
and possibly a meeting with key governors and elected 
local government officials. A Presidential statement 
may be also given consideration. 

cc: v.fim Cannon 
Max Friedersdorf 



NEMORANDUM FOR: 

FROH: 

SU3JECT: 

THE ViHITE HOUSE 

WASHINGTON 

Hay 6, 1976 

PAT DELANEY 
JUDY HOPE 
GEORGE HUMPHREYS 
SPENCER JOHNSON 
PAUL LEACH 
Dl;VID LISSY 
SARAH HASSENGALE 
LYNN M. .. :I\Y 
ALLEN NOORE 
PAUL NYER 
DICK PARSONS 
GLENN ~ri-J'T"t;"nr..r.o 

15. <{O"Ru < 
.... \_. 

-. ' '-.J -
\~ ~· 
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JIH CAVANAUGI1~~/ . ';¥ 
Najor Items Ydr President's 
Beh;reen Nmv and June 15 

Schedule 

As ':'OU know, the President has a number of trips 
out of town in the weeks ahead. For scheduling . 
purposes, in order to r.1aximize the use of his time 
wl1ile he is here in the office, I would like to have 
from each of you by 11 a.m. Friday morning an 
identification of maJor items that the President will 
have to act on or should act on by June 15 that will 
be in the public domain. These would be action-forcing 
e~:2nts or suggestions that you or the members of the 
Cabinet that you work with have for the President to 
de, such as speeches before groups here in town, 
me2tings at the White House vli th the groups that you 
would propose, Vessages to the Congress, or items of 
a similar nature. 

Thank you very much. 



THE WHITE HOUSE 

WASHINGTON 

May 13, 1976 

MEMORANDUM FOR MAX FRIEDERSDORF 
CAl\INON 

FROM 

SUBJECT: Preparation for House 
Floor Consideration of 
General Revenue Sharing 
Legislation 

Legislation to revise and extend the General Revenue 
Sharing program has been reported by the House Govern
ment Operations Committee. The report should be filed 
Friday, May 14. 

The bill, as reported, preserves the basic revenue 
sharing concept and does not modify the current distri
bution formula. However, a number of provisions were 
added in Committee which make the bill unacceptable. 

Based upon my discussions with appropriate Committee 
Members and the public interest groups, it appears 
that our most viable floor strategy is to amend the 
Committee bill in an effort to fashion an acceptable 
vehicle for subsequent Senate and Conference action. 
It is my opinion that as long as the House can pass a 
"revenue sharing'' bill, the final result will be 
legislation consistent with the President's objectives. 
The other option, a complete substitute, is unrealistic. 

To achieve 
to develop 
key votes. 
Republicans 

our legislative objective, we must be able 
coalition support for our position on all 

In this regard, a strong base of 110-120 
is mandatory. 

I need your assistance in gaining this support. 

A meeting has been scheduled by Frank Horton with all 
Republican Committee Members for Tuesday, May 18, at 
3:00 p.m. in Room H-227 of the Capitol to discuss floor 
strategy, and we have been invited to participate. 
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Following the above meeting we should see Congress
men Rhodes, Michel, Anderson, Cederberg and Quillen. 

Our participation in the meeting and subsequent 
visits with the above individuals would be to relay 
the President's strong personal interest in this 
matter. In our individual meetings, we must stress 
the point that retention of the long-term entitlement 
financing provision is essential to maintaining sup
port for the President's position. Mahon will seek 
to delete this provision. If Mahon were to succeed·, 
it would be interpreted as a major legislative 
defeat for the President. . <-~··~.~-;~~~ t;; 

...- ('-" '.{ 

1/ .::;; . < .. \ 
i~ .4J{ 
t~ ,Y..·, Four items deserve your attention: 
\\.~ .;~. 

1. Timing -- the Committee bill may be seq~)-· 
tially referred to Appropriations under the new · 
Budget Act procedures. The Committee would have 15 
working days to review the funding level. However, 
due to a technical error in a key amendment, it is 
also possible that the bill would not be referred. 
In either case, it is unlikely that Rules Committee 
consideration would take place until late next week 
at the earliest and floor action should come after 
the Memorial Day recess. The delay is to our benefit. 

2. Rule -- the bill will not require any extra
ordinary rule; however, we should seek some protection 
on formula issues. We have a good case for a rule 
requiring that amendments which would alter the dis
tribution of funds be submitted in advance. 

3. Funding Level -- if the bill is referred to 
Appropriations, Mahon could seek to reduce the fund
ing level. A more likely effort would be an attempt 
to gain support for a Committee amendment to delete 
entitlement and substitute annual appropriations. 

4. Substance -- the Committee adopted four 
amendments which will be opposed by Republicans. 
They are: 

A. The "Rosenthal" amendment dealing with 
reports on modernization and revitalization by 
State and local governments; 
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B. the ·"Jordan" amendment to expand the 
scope of the present program's nondiscrimination 
provisions; 

C. the "Moorhead" amendment to extend the 
Davis-Bacon coverage; and 

D. the "Fascell" amendment which adds a 
supplementary formula for the distribution of 
additional revenue sharing funds in accordance 
with a "need" factor. 

Attached for your information are summaries of these 
four amendments. 

Attachments 



ROSENTHAL M1ENDMENT 

This amendment would require that each State shall establish as ... a goal 
a master plan and timetable for modernizing and revitalizing the state 
go·v-ernment and all of its local governments. The proposed master plan 
and timetable shall be published for comments in newspapers throughout 
the State. The final plan shall be submitted to the state legislature 
and the legislators shall vote on whether to submit the plan to the Sec
retary of the ~reasury. 

The Secretary of the Treasury shall make an annual report to Congress 
on progress made by each State in developing and carrying out its plan 
and timetable and the Secretary shall make recommendations on this require~ 
ment. 

Detailed specifics of each plan "may" include such specifics as: 
1) assignment of government functions, 2) local government consolidation, 
3) state and local tax structure and administration, 4) management 
capacity, 5) citizen participation, 6) interstate agreements, 7) per
sonnel systems, 8) local home rule, 9) zoning powers and 10) the planning 
process. 

This amendment is a blank check for galloping centralism to be ad
ministered by appointed federal bureaucrats. 



JORDAN AHENDMENT 

This amendment would expand Federal nondiscrimination laws to 
include the aged and·handicapped and cover all activities of states 
and local government funded in whole or in part, directly or indirectly, 
with revenue sharing funds. The amendment is based on current Federal• 
lews but clarifies and substantially increases the administrative 
r~nedies to enforce the law. Specifically the amendment adds time
tables and deadlines for decisions on charges of discrimination. 

Most sections of the amendment are supported by a majority of 
corr~ittee members as well as state and local governments. However, 
one section calls for automatic suspension of revenue sharing funds 
in 45 days after the U. S. Attorney General has made a complaint of 
discrimination, even if a court has not made a finding pro or con and 
the issue is still in court. 

This section would give a Federal administrator the power to 
suspend funds after 45 days on the presumption of guilt. 

/ 
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MOOREHEAD ANEND~IENT 

This amendment would mandate that the prevailing wage (not m1n1mum 
wage) in each labor market area would apply to all public construction 
projects funded in whole or in part, either directly or indirectly,with 
revenue sharing funds. The amendment deletes the 25 percent rule under 
the current revenue sharing law which says that Davis-Bacon applies if a 
construction project is funded with 25 percent or more of revenue sharing 
funds. 

The current law is fair, workable and in no need of change. No 
rationale for change was ev,~r presented in the Subcommittee or Full 
Committee. The only presumed defense is added but unnecessary res
trictions that would benefit few and substantially increase the 
paperwork costs at all levels of government. 

Since'a strong case has been made and accepted that revenue sharing 
funds are "fungable", that is, not traceable under clear and convincing 
evidence, then the total construction budget of all local governments 
would be subject. to the Davis-Bacon law. The case for such a broad 
expansion of L; law has not been made, especially as a pre-condition 
for receiving revenue sharing funds. 

\· :~: 'I ,• 
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FASCELL AHENDNENT 
:..··· ' . 

. ::·· / 
This amendment would allocate all revenue sharing fu~-~ above $6.5 

billion according to. a new formula based on the perceri"t-of people below 
the poverty line. 

1. This is a permanent lid on the program at $6.5 billion for 
over t'~o-thirds of all recipient governments. This amendment 
addresses one specific issue, in this case the cost of services 
to poor people. Equally legitimate reasons exist to modify the 
formula to accomplish other objectives such as excessive unemploy
ment; eroding tax bases, pro~essive tax systems, and reorganization 
of local government. All of these goals have legitimate arguments 
but would substantially change the basic purpose of the revenue 
sharing program. 

2. · This amendment is the first major categorization of the revenue 
sharing program. It establishes a separate revenue sharing category 
based on the number of poor people. Substantial federal funds are 
already provided for this specific purpose such as AFDC, Social 
Security, Title XX social services, child nutrition, special 
education, and food stamps. This amendment carries no guarantee 
that the extra funds would be spent for poor people. 

3. The Fascell amendment in part would reduce future payments to most 
governments because no annual increase is provided to cover in
creased costs, due to population, inflation and citizen demands 
for more services common to all governments. 

4. The current formula already has a special emphasis on state and 
local needs because inverse per capita income and urbanized 
population are two out of five factors in the determination of 
each goverD~ent's allocation. 

5. The Fascell amendment also changes the formula in other sig
nificant ways for distribution of any funds over $6.5 billion. 
Other changes include: raise the minimum payment from $200 
to $2500, change the per capita allocations from 145% to 300% 
maximum and from 20% to 50% floor. The number of poor in central 
cities '~auld receive extra funds by raising the poverty income 
level by 25 percent. Once adopted into law, future amendments 
would be offered to apply the Fascell formula to all revenue 
sharing funds. 



MAJORITY MEMBERS 

JACK BROOKS, TEX., CHAIRMAN 

L. H. FOUNTAIN, N.C. 
JOHN E. MOSS, CALIF. 
DANTE B. FASCEL.L. FLA. 
TORBERT H. MACDONALD, MASS. 
WILLIAM S. MOORHEAD, PA. 
WM, J, RANDALL, MO. 
BENJAMIN S . ROSENTHAL, N.Y. 
JIM WRIGHT, TEX. 
FERNAND J. ST GERMAIN, R.I. 
FLOYD V. HICKS, WASH. 
DON FUQUA, FLA , 
JOHN CONYERS, JR., MICH. 
BELLA S, ABZUG, N.Y. 
JAMES V. STANTON, OHIO 
LEO J. RYAN, CALIF, 
CARDISS COLLINS, ILL. 
JOHN L. BURTON, CALIF, 
RICHARDSON PREYER, N.C. 
MICHAEL HARRINGTON, MASS. 
ROBERT F. DRINAN, MASS. 
EDWARD MEZVINSKY, IOWA 
BARBARA JORDAN, TEX. 
GLENN ENGLISH, OKLA. 
ELLIOTT H. LEVITAS, GA, 
DAVID W. EVANS, IND. 
ANTHONY MOFFETT, CONN, 
ANDREW MAGUIRE, N.J. 
LES ASPIN, WIS. 

.... 

NINETY-FOURTH CONGRESS 

~ongrt!)!) of tbe Wniteb ~tate!) 
~oust of l\tpttstntatibts 

COMMITTEE ON GOVERNMENT OPERATIONS 

.2157 1\a:!'bUtn ~OU5e effice rtJluilbing 

Mla:sbington, J:l.~. .20515 

May 17, 1976 

Honorable James M. Cannon 
Assistant to the President 

for Domestic Affairs 
Executive Office of the President 

Dear Mr 

MINORITY MEMBERS 

FRANK HORTON, N, Y, 
JOHN N. ERLENBORN, ILL, 
JOHN W. WYDLER, N.Y. 
CLAR[;:NCE J. BROWN, OHIO 
GILBERT GUOE, MD. 
PAUL N. MC CLOSKEY, JR., CALIF. 
SAM STEIGER, ARIZ. 
GARRY BROWN, MICH. 
CHARLES THONE, NEBR. 
ALAN STEEl-MAN, TEX. 
JOEL PRITCHARD, WASH. 
EDWIN B. FORSYTHE, N.J. 
ROBERT W. KASTEN, JR., WIS. 
WILLIS D. GRADISON, JR., OHIO 

MAJORITY-225-505 1 
MINORJTY-225-5074 

washingrton, D. c. ~oo 

T p on the Revenue Sharing bill, H. R. 13367 as passed 
by the Government Operations Committee, was filed on Saturday, May 15. 
I thought you would be interested in seeing a copy of it as quickly 
as possible. 

The bill has been referred to the Appropriations Committee 
which has a maximum of 15 legislative days to review it and report 
with their recommendations. Only after it is reported by that 
committee can we seek a rule for floor consideration. 

Many thanks for your participation in this work of the committee. 
With best wishes, I am 
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!J4TI-I CoNGRESS } HOUSE OF REPRESENTATIVES { R F.rT. 9-±-
'2d Session 1165, Part 1 

FISCAL AMENDMENTS OF 1976 

MAY 15, 1976.-0rclered to be printed 

Me. BROOKs, from the Committee on Government Operations, 
submitted the following 

REPORT 
together with 

ADDITIONAL, SUPPLEMENTAL, AKD MIKORITY VIE"WS 

[Including cost estimate and comparison of the Congressional Budget Office] 

[To accompany H.R. 13367] 

The Committee on Government Operations, to whom was referred 
the bill (I-LR. 13367) to extend and amend the State and Local Fiscal 
Assistance Act of 1972, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend that 
the bill as amended do pass. 

The amendments made by the Committee on Government Operations 
strike ont the matter printed in linetype and insert the matter printed 
in italic type in the reported bill. 

I. STA'l"'EnlE);T OF PuT-rosE 

H .R. 13367, the Fiscal Assisbmce Amendments of 1976, is designed 
to extend and amend the State and Local Fiscal Assistance Act of 1972, 
commonly known as the "revenue sharing" Act. This program is in
tended to provide general financial assistance to help support public 
services that are the responsibility of the States and their general pur
pose units of local government. Since this assistance is not restricted to 
a.ny particular services or functions, the Committee has included pro
visions intended to assure that citizens are afforded an opportunity to 
participate in the determination of the use of these funds by their State 
and local governments. The Committee has also included specific pro
visions to assure that the funds are expended without discrimination, 
and that financial accounts are examined by outside auditors. This leg
islation, like the 1972 Act, establishes a program of limited duration so 

'lP 



2 

that Congress may decide in the l:ight of further experience and new 
dmrelopments "IYhether or not it should be continued. 

II. BACKGROUND 

A. LEGISLATIVE HISTORY 01<' THE 1 D 7 2 ACT 

The State and Local Fiscal Assistance Act of 1972 was signed into 
law on October 22, 1972, after a long period of debate. ·when this type 
of unconditional Federal aid was first proposed in 196± by Dr. IV alter 
Heller, then Chairman of the Council of Economic Ad,·isers, it IYaS 
intended to stimulate the economy by earmarking an anticipated 
Federal surplus for distribution to the States. Payments were to be 
m:ade only to State governments. The States, at their discretion, coulcl 
allocate a portion of the funds to local governments. 

It subsequently became evident that in order for such legislation to 
be politically acceptable, it would have to provide for direct payments 
to at least the larger local governments. As finally enacted, the Act 
gu:amnteed automatic payments, without applications, to all States 
and to virtually all general purpose local governments. 

The Act provided $30.2 billion for the five calendar years 1972 
through 1976, with payments commencing at $5.3 billion for 1972 
and increasing annually to a level of $6.5 billion in 1976. The first 
payments, made retroactive for all of 1972, were sent to recipients in 
December 1972. 

The funds are distributed among the States and local governments 
on the basis of formulas that take in account their varying economic 
circumstances. Two-thirds of the total is distributed to local gorern
ments and one-third to the States, because the local units were viewed 
as having the more pressing financial problems and more limited tax
ing: capabilities. 

'The legislative history indicates that Congress enacted this program 
with a variety of perceptions of its objectives. For example, some 
Members viewed the program as purely a fiscal device to ease the tax 
burden of State and especially local gonrnments by sharing re,·enue 
from the progressive and productive Federal income tax; others saw 
it as ·a means of decentralizing political power in our federal system. 
Some believed the program was intended to supplement existing Fed
eral categorical (special purpose) assistance; others riewed it as a 
partial substitute for existing categorical programs. Some Members 
thoug-ht the program 1ms intended to expand the actiYities of local 
and State governments to provide important but unmet public needs; 
others saw it as a means of reducing or stabilizing local property taxes. 

The program established by the 1972 Act is widely identified as 
"revenue sharing," even though the law does not nse that term -and 
appropriates specified amounts from the general fund irrespecti,·e 
of the size of Federal revenues. 

B. FISCAL POSITION OF STATE AKD LOCAL GOVERXl\IEXTS 

Federal assistance to State and local governments has increased 
dramatically during the past 11 yea.rs, from less than $11 billion in 
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FY 1965 to almost $53 billion in FY 1975; a further increase to nearly 
$i)6 billion is estimated for FY 1976. In these 11 years, Federal aid to 
State and local governments almost doubled 'as a proportion of total 
Federal outlays (from 9 to 17 percent), and the Federal share of State 
and local expenditures increased from15 to 23 percent. 

Increases in State ·and local gm~ernment tax revenues in recent years 
have been obtained primarily by rate increases. This has occurred 
because most State and local revenues are derived from sources that 
do not increase rapidly as personal income levels rise. In 1974, these 
governments obtained 72 percent of their total tax revenues from 
property and sales tax-sources whose yields rise only proportionately, 
or less, with increases in income levels. Income taxes-whose yields 
rise at a relatively faster rate as income levels increase-accounted 
for only 19 percent of their total tax receipts. 

The older central cities of theN ation have experienced a dispropor
tionate share of fiscal problems in recent years. These cities have lost 
large numbers of middle and higher income residents to less crowded 
snburbs and lnwe usually been fru strated in efforts to adjust their 
political boundaries to incorporate the more affluent suburban com
munities'that surround them. Consequently, the central cities have been 
left with a high portion of low income and high cost residents. The 
financial plight of many cPntral cities is aggravated by the need to 
raise taxes to compensate for a dwindling population and tax base, 
thereby creating a vicious cycle by accelerating the further exodus of 
higher income resi(lents and business enterprises. 

The fiscal condition of State governments is generally much Jess 
perilous. Although many States have experienced very significant 
changes in their economic growth patterns, they have generally been 
in a much better position to adjust their tax sources as these changes 
occnr. Consequently, they are generally experiencing less serious fiscal 
difficulties than the urban cities. 

C. FISCAL SIGKIFIC.\NCE OF PROGIL\:;\f 

At the present time, the revenue sharing program accounts for 
almost 12 percent of total Federal assistance payments to State and 
local governments. 

Approximately 38,000 units of loca J government, in addition to the 
States, receive revenue sharing allocations which range, on an annual 
basis, from the minimum payment of $200 to $2G3 million in the case 
of New York City. ·while these allocations constitute a very high 
proportion o£ the lmdgets for some small :jurisdictions, on an overall 
basis the program proviclrs approximately 5 percent of local expendi
tures and 2 percent of State goyernment ·expenditures. These pay
ments, however, assnme much greater significance when compared with 
tax revenues. Shared revenues are equal to approximately 3 percent of 
State tax oo1lections and 12 percent of the taxes raised by general pur
pose local governments. In some instances, local gover1m1ents receive 
allocations equal to 50 percent or more of their total tax revenues. 

Because of imbalances between service needs and financial resources 
among· States, and also among local communities, the distribution 
formulas of most Federal assistance programs are designed to be 
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"equalizing''-this is, to pay a proportionately larger share of benefits to the more needy States and localities. 
The revenue sharing program is no exception, although need is measured here by the le,·el of Pxpenclitures for services as well as by the lenl of per capita personal income. For the year ending J nne 30, 1976, Mississippi, K e"' York and V crmont will receive approximately $40 per resident, as compare(l with pm· capita allocations of approximately $24 for Ohio, Indiana, and Florida. Similarly, central cities and poor rural communities generally receive larger per capita rmyments than affluent suburban communities. 

III. CoMl\HTTE·E CoNSIDERATION OF ExTENSION LEGISLATION 
Legislative jusisdiction over "general revenne sharing" w·as assigned to the Committee on Government Operations at the beginning of the 94th Congress. This legislation had previously been assigned to the vVays and Means Conunittee. Revenue sharing constitutes the largest single domestic program e\·er enacted by Congress. Recognizing the significance ofthe program and its impact on the Federal budget, as well as the budgets of the recipient State and local governments, the committee undertook an intensive review of the program. The matter was assigned to the Intergoyernmep.tal Relations and Human Resources Subcommittee which held two sets of comprehensive hearings on the subject. 

First, seven days of hearings were held in July 1975 on "Fiscal Relations in the American Federal System" in order to develop an appropriate background for evaluating the revenue sharing program. In these hearings, the subcommittee obtained very useful testimony from experts in the various specialized areas of public finance. In September 1975, the Subcommittee began three months of in-depth hearings to take testimony both on the numerous and varied revenue sharing bills introduced in the House and on the operation of the program since 1972. The Subco!Il1mittee heard 101 wi,tnesses, including 20 Members of Congress, representing a broad spectrum of viewpoints and social philosophies. In addition, 55 organizations and individuals submitted written statements for the hearing record, and a tremendous number of communications were received from public officials and interested citizens. 
Following the completion of public hearings, informal discussions were held for the purpose of determining the position of the Members on the various bills before the Subcommittee. When it became eYident that no single bill was acceptable rto a majority of the Subcommittee as the vehicle for markup. a \Vorking Paper was developed for the purpose. The Working Paper, ·which presented as objectively as possible a range of alternatiYes for each of the policy issues in which there appeared to be interest. served as the basis for marking up a bill in concept. A wide range of proposals for changing various provisions of the present Act were examined in detail by ~the Subcommittee. Upon the conclusion of these deliberations, a bill was drafted incorporating the Subcommittee's decisions, and that draft bill was further refined in succeeding meetings until a clean bill, H.R. 13367, was approved. Action by the Subcomm.ittee was completed on April 30, 1976, after 16 fm•mal meetings devoted to markup. 
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IV. Co:u:;vriTTEE AcTION oN I-I.R. 13367 
The Committee met on May 4, 5, and 6, 1976, to consider and take action on H.R. 13367, the clean bill approved by the Subcommittee. Following the adoption of a number of amendments, described later in this report, the bill was ordered favorably reported by a vote of 39 to 3 

with a quorum present. 
V. DiscussiON 

A. EXTEXS:ON OF PROGRA~I 

(Term, Funding, and Entitlements) 
Fundino· for the State and Local Fiscal Assistance Act of 1972 expires 01~December 31, 1976. H.R. 13367 will extend the program for an additional three and three-quarters years to September 30, 1980. The purpose of the three-quarter year segment is to synch~·onize ~he proo-ram with the Federal Government's new fiscal year, wlnch begms ~m October 1 each year and terminates on September 30 of the foUow-

mgyear. . . Dnrino· the three and three-quarter year extens10n, the prognLm w1ll continue0 tO be funded at the level of funding for the last entitlcunent period under the 1972 act. Under the 1972 act, entitlement period 7 (July 1, 1976, through December 31, 1976) provides for funding at the rate of $3,325,000,000. On an annual basis, this reflects a funding rate of $6.65 billion. The comlTtittee's legislation provides for funding at that rate for each of the three fiscal years plus an appropriately adjusted amount for the three-quarter fiscal year from .Jan nary 1, 1977, to September 30, 1977. The committee also authorizes the funding of the noncontiguous States adjustment amounts through the three and three-quarters years at the present level of $±,780,000. The formula for allocating the $6.65 billion made available by this le~Iislation is discnssed more fully else,Yhere in this report. (See allocation formula.) In essence, it is to be divided into two parts with $6.:) billion to be distributed under the formula in tbe 1972 act and all above that to be distributed in accordance with a new formula designed to target some additional funding to those jurisdictioi1s with greatest 
need. The $6.65 billion funding for this program is to be made available through an entitlement procedure in lieu of the authorizations-appropriations procedme followed in the 1972 Act. Under this proceclnre, the recipient State and local governments will become entitled to the $2-t94 billion provided by this legislation. The Congressional Budget and Impoundment Control Act of 197± contains a proYision J)ermitting tlw enactment of spending authority by way of entitlement. Use of the entitlement procedure effectively takes the program out from under the auspices of the concurrent resolution on the budget and the nsual appropriations process of Congress. The proponents of the entitlements procedure assert that this certainty of receipt will enable the State and local o·overnments to use th~se f11nds more e~ciently. Those who favor the c~stomary approprin,t~ons process question v;·hether revenue sharing should be given a prionty over other Federal programs such as national defense, health, eclucation, ete. 
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B. ALLOC.\TION :FORIIIULAS 

Except for the addition of a new section providing for Supple
mental Fiscal Assistance (discussed belo,y), the Committee did not 
change the method of distributing funds under t1Je 1972 Act. 

The Act reflects a compromise between the differing formulas origi
naliy adopted by the House and the Senate. It also makes the alloca
tion process more flexible and responsive to the particular circnm
stances of individual States by providing a choice between two for
mulas for allocating funds to each State area (which incJudcs both the 
State government and its local governments) : a 5-factor fommla de
veloped by the House, and a 3-factor formula developed by the Senate. 
The amount for each State area is tentatively computed under both 
formulas and each area is automaticaliy given an allocation based on 
whichever of the two formulas yields the higher payment. If either 
Alaska or Hawaii uses the 3-factor formula, its allocation is increased 
(in accordance with the Noncontiguous States Adjustment) by the 
same percentage adjnstment as applies to the base pay allowances of 
Federal Government employees residing in those States. This adjust
ment is intended to reflect higher living costs in those States. 

Under tl1e first, or House-orighu~:ted formula, the total amount for 
each State area is based on five factors. Three of these factors are de
signed to take need into account: population, urbanized population, 
and population weighted 1by the relative per capita income of the United 
States compared to the State per capita income. Each of tl1esc factors 
is given a weig·ht of about 22 percent aud togethe1· comprise two-thirds 
of the total. The remaining two factors, general tax effort of the State 
and its localities, •and State individual income tax collections provide 
some incentiYe and 1·cward to the States and localities for meeting 
their fiscal requirements from their own tax sources. Each of these 
factors is given a weight of about 17 percent and together comprise one-third of the totaL 

Under the second, or Senate-originated formula, which is usecl if 
it produces higher payments than the :'5-factor formula, funds are 
allocated to each State a1·ea on the basis of 3 factors that are ,Qivcn 
equal weight: po'pnlation, J·clati 1·e income, and general tax effort. The 
factors in this formula, therefore, are similar to three of the factors 
in the 5-factor formula. However, the clements in the 3-factor formula 
are multiplied by each other instea(l of being ~:6ven a particular 
weight. This tends to provide larger distributions to those States 
wl1ich haYe both low incomes and hiQ:h tax effort. 

Two-thirds of the amount allocated to each State area for each .:n
titlement period is apportioned to the g·enoral Plll'posc local govern
ments in that State area (including· cities, counties, towns, and trnvn
ships); the remaining onc~third share is apportioned to the State government. 

The Act's proYisions for distributing the local govm·nmm1t slw1·e 
within each State are very complex. They require essentially the following procedures: 

1. The amount to be allocated to units of local g·overnment :is di·
vided by the population of the State to establish the per capita Cll
titlement for all governments within the State. 
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2. The local goyermnent amount is distributed to county areas (these 
are geographic areas, not governments) based upon the ratio that each 
(:Ounty area bears to all county areas within the State, using a 3-fac-
tor formula (population X tax effort X relative income). . 

3. If this calculation allocates to any county area an amount wlnch, 
on a per capita basis, exceeds 145% of the statewide per capita en
titlement calculated in step 1, its amount is reduced to the 145% level 
and the resulting surplus amount is shared proportionately by all the 
remaining unconstrained county areas within the State. 

4. Similarly, if any county area is allocated less than 20%, on a per 
~apita basis, of the amount calculated in step 1, its allocation is in
creased to the 20% level and the resulting deficit is taken proportion
ately from all the remaining unconstrained county areas within the 
State. 

5. Each county area allocation is then divided into four parts: First, 
an amount for Indian tribal governments or Alaskan native villages 
is determined by the ratio of tribal or village population to the total 
population of the county area. 

Then, from the remainder, a township allocation is determined ou 
the basis of the ratio of all township adjusted taxes (i.e., taxes ex
dueling those for school purposes) to the total adjusted taxes in the 
county. 

Next, a county government share is similarly determined on the 
basis of county government adjusted taxes. 

The remaining proportion is reserved for the other units of local 
government. 

6. The 3-factor formula is then used to allocate funds separately 
to townships and other local g·overnments. If a unit of governm<ont 
Teceives more than 145 percent on a per capita basis, it is adjnsted 
to the 145 percent level. If a unit receives less than 20 percent, its al
location is~ increased to the lower of either the 20 pel-cent level, or 
50 percent of its adjusted taxes and intergovermnental transfers. If 
any unit receives more than 50 percent of its adjusted taxes and trans
fers , its allocation is reduced to that level and the excess is given to 
the county government. 

7. If the county government has been allocated more than 50 per
cent of its adjusted-taxes and transfers, its allocation is reducert to 
that level, and the excess is returned to the State government. (This 
adjustment can result in a State share exceeding one-third of the 
funds.) 

8. If any allocation is less than $200, or any unit o£ local govern
ment waives its entitlement, those funds are allocated to the next 
higher level of government. 

Congress included these maximum. and minimum constraints in the 
intrastate formula in order to prevent local governments from receiv
ing extremely large or small entitlement amounts. 

The Supplemental Fiscal Assistance section adopted by the Com
mittee establishes a new allocation formula to be used in distributing 
a specific portion of the available fw1cls both among the States and 
·within each State area. 

Forty percent of the applicable funds are to be allocated by the 
following factors: population multiplied by the income factor, eli-
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vided by the sum of these products. (The income factor of a State, 
county area, or local government is a fraction: the numerator consists 
of the number of persons in families and the number of unrelated in
dividuals 65 years or over "·ho are below the poverty line (or below 
125 percent of the poverty line if they reside in the central city of au 
urbanized area) ; the denominator consists of the same types of per
sons regardless of their income level.) The other sixty percent is to 
be based on either of the following two formulas, depending upon 
which would result in the greater amount: (a) population multiplied 
by the general tax effort factor, divided by the sw11 of those products; 
or (b) population multiplied by the income tax effort factor, divir1ed 
by the sum of these products. 

In addition, this new section contains the following major provisions applicable to it: 

1. It eliminates the distinction between townships and other loc:d 
units of government in aJlocating: funds 1vithin the county area. 

2. It provides that before county areas and units of local goYcrn
ment receive their funds from the State, Indian tribes or Alaskan 
natiYe villages will receive their allocation directly based on the ratio 
of their population to the population of the State. The population of 
the tribe or village is then not counted in determining the allot;a
t.ion in the county area in which it is located. 

3. It eliminates the existing 20 percent minimmn per capita entitle
ment and raises to 300 percent the 145 percent maximum per capita entitlement. 

4. It inc1·eases from $200 to $2,500 the minimum entitlement wlJ ich 
a local government must receive in any entitlement period in order to 
be eligible for supplemental funds. 

The primary objective of the Supplemental Fiscal Assistance sec
tion is to target some addit-ional funding to those jurisdictions that 
have the greatest service needs and very limited fisca.J capacity to 
meet those needs. Central cities and poor l'nml commnnities are in
tended to be its main beneficiaries. Thr fonnnla is drsigned to accom
plish this objectiye primarily by substituting the number of pe1·sons 
below the poverty 1e,·el (OJ' below 125 percent of that level in the 
case of a central city) for per capita income as the basic measme of need. 

C. ELI1\HNATION OF THE TRUST FUND 0~ REYEXUE STLIJUNG 

The 1e,Q"is1ation creating· the rrvenne sl1aring pr-ogram provided 
for establishment on thr books of the Treasury a trust fund to be 
knmvn as the "State and Local Gorer·nment Fiscal Assistance Trust 
Fund." In fact, there is no trust fund and none is necessary for carrying out this program. 

In its present form, the trust f11nd concept is a fiction. No money 
is set aside into a trust fnnd for usc only in the Statr and local fisral 
assistance program. These funds are disbnrsrd from the general fund 
of the Treasury as are most other appropriated Federa,l funds. 

The committee recommends the removal of the 1·eferencrs to the 
trust fund in order to eliminate a misronception of the naturr of thP 
program. Deletion of tl)e references to the trust fund does not atfrct. 
the operation of the revenue sharing program in any "-ay. 
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The committee makes it dear tha.t this action is not intended to 
take a1Yay from the Secretary any authority he has been using to make 
adjustments where recipients haYe been oYerpaid or underpnid. 

D. ELIMINATION OF l'RIORITY EXPENDITURES PROYISIOK 

The State and Local Fiscal Assistance Act of 1972 provided that 
revenue sharing funds conlcl be used only for certain priority expen
ditures. Priority expenditures were defined as ordinary and necessary 
maintenance and operating expenses for public safety, environmental 
protection, public transportation, health, recreation, libraries, social 
services for the poor or aged, and financial administration. Priority 
expenditures also included ordinary and necessary capital expendi
tures authorized by law. 

The committee bill eliminates this proYision entirely. One purpose 
of the revenue sharing program is to dist ribute funds to State and 
local governments for use as they determine. The continuation of 
priority expenditure categories is inconsistent ,\·ith that basic pur
pose of the act. Furthermore, since revennc sharing funds are fungible 
"·ith other State and local gowrnment re,·enues, it is impossible in 
many cases to determine for "·hat purposes the funds are actually 
being used. 

The committec·s deletion of the priority expenditures prons10ns 
has the effect of permitting State and local governments to use 
revenue sharing funds for any purpose consistent with Federal, state, 
and local law. 

In addition to eliminating the restrictions on purposes for which 
the funds may be used, the committee made clear its intent that the 
funds be expended by the rE'eipients in a timely manner. Section 123 
(a) (2) of the Act presently require the recipient governments to 
"use" revenue sharing funds "dn ring snch reasonable period or periods 
as may be provided" in regulations prescribE>d by the SE>cretary. The 
reg;ulations that have been promnlgatecl rcqui rE' the recipient to "nse, 
obligate, or appropriate"' such fnnds within 24 months. Expansion 
of the term "use" to include "obliga.te or appropriate., has created 
situations that circumwnt the intent of Cong;ress. The regulation sets 
no time period for the actual expenditure of the fnnds . 

Although no specific language is inclnclecl in the legislation, the 
Committee believes the intent of Srction 12::\ (a) (2) would be better 
met if the regulations set a r easonable time for the actual expenditnre 
of the funds. The Secretary shonld retain his pmvcr to extend the 
time requirements wherr he frcl s it is necessary or a.ppropriate to meet 
tllC pm·poscs of the Act. 

F. . ELDIIXATION OF PTIOTIIRITJO:N ON USE AS :;\IATCJIIKG FUNDS 

The committee recommends the deletion of the provision of the 
Strrte and Local Fiscal Assistance Act of 1D72 which prohibits State 
and local .~·ovE>rnments from nsin,g: rE'vPnue sharing fnnds directly or 
inclireetlv for the purpose of obtaining Federal funds in matching pro
grams. This provision 'Tas inclndef1 in the original program in an effort 
to clrter recipients from obtaining 100 percent Federal funding for 
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programs that are intended to require some contribution from Ioral resources. 

In recognition of the "no 'trings" nature of the revenue shu.·ing 
program, the committee determined that continuation of this pro1Jibi
tion 1ras not appropriate or meaningful. Revenue sharing funds arc in
tended to be available for use in essentially the same manner the 
recipients could use funds from their own sources. Under the exist
ing act, the prohibition'""' often 'be avoided by using revenue sha<-ing 
funds in such a way as to release local funds for use as matching funds. 

Remora I of the prohibition on use as matching funds is not intended 
to encourage State and local governments to seek out matching pro
grams for the purpose of multiplying Federal grant revenues. It \nts 
argued, lwwever, that to the extent this prohibition has any effect, it-s 
most restrictive impact is on social service programs, including those 
for the poor and elderly. Because of their own budget restrictions, some 
State ~nd local governments found it impossible to participate in thesr 
matcl1mg grant programs because local revenues were often absorbpr] by ongoing programs. 

F . 1\LUNTEJ\"XNCE OF EJ<'FORT 

The present Act requires each State gorernment to continue to 
assist all units of general local government within the State to the 
same extent as it had assisted them just prior to the enactment of this 
legislation. TJ1e Act provides that a State may receive the full amount 
allocable to it for an entitlement )Miod beginning aft<r .June 30, 1073, 
only if it distributes as much to its local governments in the ap:g-regate 
from its own sonrces (based on the 'average during that entitlement 
period and t1Je immediately preceding entitlement period) as it did in 
the year beginning July 1 1971 (one-half of this amount in the case 
of the last entitlement period, July through December 1976). If it fails 
to do so, the amount that otherwise would be distl"ibuted to the State 
is to be reduced dollar for dollar by the reduction in its aid to its locali
ties. The Act provides for adjustn1ents in the required maintenance of 
effort if a State govemment a"'umcs part or all of the reepon,ibility 
for a category of expenditures that was previously a local government 
responsibility or if it confers new taxing authority on one or more of its local governments. 

The rbiU reported by the Committee continues this provision, but 
designates the year beginning July 1, 1975 (or nntil such data are 
available, the most recent one-year period for which data nre ~n·ail
able) as the base period in place of the year beginning July 1, 1971. 

G. DEFINITION OF UNIT OF LOCAL GOVERNMENT 

The present Act defines a "unit of local government" as the govern
ment of a county, municipality, township, or other unit below the State 
which is treated as a unit of general government by the Census Bureau 
for general statistical purposes. The term also includes the recognized 
governing body of an Indian tribe or Alaskan native village wlJich 
performs substantial governmental functions. The term "township" is 
meant to include equivalent local units having different designations,. such as "towns." 
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Some concern was expressed before the subcommittee that large 
numbers of single-purpose governmental units were qualifying as 
recipients under the existing definition. Since the revenue sharing 
program is intended to aid general purpose governments, the commit
tee clarified the existing definition by including several additional 
specifications. To meet the rm"ised definition, which becomes applicable 
on October 1, 1977, a unit of local go,"ermnent must impose taxes or 
receive intergovernmental transfer payments for the substantial per
formance of at least two services for their citizens from among the 
commonly provided municipal-type services listed in the bill. In addi
tion, a local unit must spend at least 10 percent of its total expenditmes 
(exclusive of expenditures for general and financial administration 
and for the assessment of property) in the most recent fiscal year for 
each of two such services. However, this additional requirement is not 
applicable to a local unit which performs four or more such services, 
or which has performed tYm or more such services since January 1, 
1976, and continues to perform. them. 

II. CITIZEN P.\RTICIPATIOX (PUBLIC HEARINGS, P.EPORTS, Al"D 

PUBLICATIOX P.EQUIRE~fENTS) 

The Act presently requires each recipient government to submit 
reports to the Treasury Department for each entitlement period on the 
planned and actual use of revenue sharing funds. This provision was 
intended to assist the Treasury Department in enforcing the various 
statutory requirements. The Act also requires each State and local 
government to publish such reports in a general circulation newspaper 
in order to inform the public of the uses made of the funds and the 
extent to which the planned uses are carried out. 

The Committee bill contains strengthened provisions to help assure 
that citizens are afforded an opportunity to participate in determ.ining 
how these funds are to be used by their State and local governments. 
This is accomplished by specific requirements for two hearings, after 
adequate notice, concerned respectively with the development of the 
proposed use report and with the use ?f these funds in relation to the 
government's entire budget; for dissemination of information on the 
proposed and actual use of the funds in relation both to particular items 
in a government's entire budget and to the use of the funds in previous 
fiscal years; and for newspaper publication of the report on the pro
posed use of funds and of the narrative summary of the adopted 
budget. It is the Committee's view that the public should have as much 
opportunity as possible to participate with their State and local offi
cials in deciding the uses of Federal assistance made available for un
restricted purposes. 

The bill continues the present provision for submission of the pro
posed and actual use reports to the Treasury Department, and, in addi
tion, requires the Secretary of the Treasury to provide copies of these 
reports to the governors of the respective States for their information. 
In addition, it requires each nnit of local government within a metro
politan area to submit its proposed ·use report to the areawide plan
ning organization concerned with implementing certain provisions of 
specified Federal laws for the latter's information. The bill changes 
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the name of the "planned use report" to the "proposed use wport'~ f or better identification of its purpose. 

The Secretary of the Treasury is authorized to waive the I·equire
ments for publication of the proposed use 1·eport and of the narrative 
summary of the adopted budget, and to wai.-e the requirement for 
a hearing before adoption of the proposed use report, if the cost of 
s uch I·equii·emonts would be unreasonably burdensome in relation to a 
local or .State gorernment's entitlement. Tho Secretary may also 
wai,-e the requirement for a budget hearing if the budget process re
(lUired under State or local laws, or cha1ter prorisions, assure t1Je 
opportunity for the public atteuclance and participation contemplated 
by tlJe he<njng requirement, and if a portion of such processes include 

.a hearing on the proposed use of re1·enue sharing funds. This 1YaiYer 
was included particularly to accommodate the situation in some local 
jurisdiction whore a single "tom1 hall" type of meebng is held in 
which all citizens are entitled to Yote on the community's budget. 
The bill also authorizes the Secretary to shorten, to the minimum ex
tent necessary to comply with State and loca l la 11·s, the requirement for 
publishing the p1·oposecl use 1·eport 30 days prior to the budget 1Jear
ing if the Secrota1y is satisfied that tl1e citizens aff'ected will receive adequate notification. 

The Committee recognizes that the requirements with respect to 
the times specified in the bill for heariugs and the publication of re
ports and budget summaries for each entitlement per·iod may not 
conform with the budget cvcle of indi,·idual State or local g·ovem
ments. This is to be expected in riew· of the wide rariation in the fiscal 
.vears used by the States and their local g-o,·ernnwntaJ units. Accord
ing-l_v, the Committee expects that the Secretary will take this situa
tion into account in p1·omulgating regulations, and in adopting pJ·o
cedures, for accomplishing the purposes of this legislation. 

I. XONDISCRillfiNATION PROVISION 

lJack,qround.- Section 122 of the current Jaw prohibits discrimina
tion on the basis of race, color, sex, or national origin in any program 
or acti,city fnnded with l'eYenue sharing proceeds which is conducted 
by a state goremment or unit of local gon'rnnwnt. "Cnder the Act, 
the Secretary is authorized to take appropriate administrative action 
to secure compliance with the nondiscrimination provisions and to refer 
cases of noncompliance to the Attorney General. for suit. In addition -to 
such referrals, the Act also provides independent authority for tl1e At
torney General to initiate suits against recipient gorermnents engaged 
in a "pattern or practices ~' of prohibited discrimination. 

The 0ommitteo is aware of major deficirncies in the effectiveness 
of Section 122. The "fung·ibility" of shared rennues has sometimes 
nermittPd reciDients to escaDe cnnrag·e by desi,g·natin.~ revenue shar
ing· funds as having been used in programs or activities wl1ere dis
rrimination does not. exi st while using their own freed-up funds in 
nrorn'ams or activities ''hich are discriminatory. The Secretary of 
thn Treasury has inadeouately utilized his discretionary authority to f'Jr~'nrce the nondiscrimina t ion prorision. 

'rhe Committee rerised Sertiol1 122 to sh·engthen the nondisci·imi
nation prorisions. The revision seeks to imp1·o,·r enforcement at th e 
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Federal level, to provide better coordination among federal, state, 
and local civil rights agencies and to insure that recipients will not 
be subject to conflicting enforcement standards. With these goals in 
mind, the Committee adopted the following changes in SectiOn 122. 

Scope of Section.-The present law prohibits discrimination on the 
basis of race, color, national origin, or sex in any program or activity 
funded in whole or in part by shared revenues. The revised section 
broadens the prohibition of discrimination in two 1vays. Firstly, it 
adds age, handicapped status, and religion to the prohibition. Second
ly, it requires that all activities of a recipient government be free from 
discrimination. The requirement was created by the committee because 
of the difficulty of tracing the shared revenue and identifying the 
separate and distinct activities funded by it. A recipient government 
can utilize Yarious accounting techniques to substitute shared revenue 
for its own ftmds in a particular actiYity. These displacement possibil
ities allow the recipient to designate shared revenue as being used in 
activities less subject to civil rights complaints. The recipient jmis
cliction can then designate its own freed-up funds as being used in ac
tivities more subject to civil rights challenges. Under current Jaw, 
these accounting techniques immunize from challenge activities where 
discrimination might exist because the activities are not funded di
rectly by revenue sharing payments. 

The blanket prohibition would not apply when a recipient jurisdic
tion can ·prove by "clear and convincing evidence" that the activities 
alleged to be discriminatory are not funded in whole or in part, direct
ly or indirectly, with shared revenue. Because of the displacement 
possibilities amilable, the committee felt the stringent evidentiary 
standard of "clear and convincing evidence" was necessary to avoid 
deception. 

Enforcement 11/echanism.-The current law commits federal en
forcement to the discretion of the Secretary of the Treasury and the 
Attorney General. The committee felt that the poor nondiscrimination 
enforcement record of the revenue sharing program to date necessi
tated the mandating of certain enforcement steps. 

(a) S ecreta1'1J of the Treasury.- The central feature of the re1rision 
is a trigger mechanism which determines when the Secretary will be
gin compliance proceedings by sending appropriate notices to the non
complying recipients. Such notification will be triggered under two 
circumstances : ( 1) when a federal or state court or administrative 
agency, after notice and opportunity for the recipient to be heard, 
makes a finding of discrimination on the basis of race, color, religion, 
sex, national origin, age, or handicapped status; and (2) when the 
Secretary, after affording the recipient an opportunity to make a 
documentary submission, makes a initial determination of noncompli
ance based on his own investigation. 

After the notification, the recipient has 90 days to end the discrimi
nation and take wwhatever affirmative steps are necessary to conform 
its practices to the law. The recipient may request a hearing on the 
merits which the Secretary is required to initiate within 30 days of 
the request. At that hearing the recipient may raise any defense a,·ail
able under the law, including the contention that the shared revenues 
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were not used in the program or activity in which tl1e alleged discrimination occurred. 

In advance of the hearing on the merits, the recipient may aJso 
request a preliminary hearing before an administrative law judge 
when the notification to the recipient is based on the Secretary's 
initial determination of non-compliance_ When notification is trig
gered by a finding of a Federal or state court or administrative 
agency, there is no need 'for such a preliminary .ihearing becat~se the 
recipient has already been afforded an opportumty for a hearmg on 
the merits. Such a preliminary hearing· must be requested within 30 
days of the notification of non-comph~wc and must be complet,d 
within the 90 day period. If the recipient demonstrates that 1t 1s 
likcJ y to prevail on the morit~ at a subsequent full hoariug, the admhtis
trative judge is authorized to order a deferral of a fund suspensiOn 
which would otherwise automatically occur at the conclusion of the 90 days if compliance is not achieved. 

At the end of the 90 days, the payment of shared revenues is auto
matically suspended if a compliance agreement has not been signed, or 
if compliance itself has not been achieved, 01· if an administrative law 
judge has not entered an appropriate order. The suspension of funds 
applies only to a local government whicl1 is the subject of the notifica
tion from the Secretary. The payment of funds to other governments in 
the state or the state itself remains unaffected. The suspension then 
remains in effect for a period of 120 days, or 30 days after the con
clusion of a hearing on the merits, whicherer is later. During this 
period of suspension, the Secretary is obligated to make a final deter
mination of compliance or non-compliance. If insufficient evidence of 
non-compliance is presented to the Secretary, then the suspended pay
ments and all future payments are paid to the recipient. If non-com
pliance is found, the funds are terminated and the Attorney General 
is notified. The re<ipient government could, of course, seek resumption 
of payments when it achieved compliance with the Act. 

(b) Attorney Oeneral.-Uncier present la.w, the Attorney General is 
authorized to initiate legal action against any recipient which is en
gaged in a "pattern or practice'' of discrimination in violation of the 
AcL That authority is continued under the revision, and the Attorney 
General is given express authority to seek suspru>Sion, termination, or 
repayment of shared revenues. The revision gives the Attorney General 
the responsibility of monitoring and coordinating the nondiscrimi
natory compliance activities of the Treasury. The revision requires the 
Secretary to suspend payments of shared revenue 45 days after the 
filing of a "pattern or practieo" suit by the A.ttomey General against 
a recipient. The recipient, however, always has the right, within the 
firnt 45 days after fihng, to obtain a p<·eliminary inj<mction defening the suspension of funds. 

Citizen remedies.-Under the revenue sharing statute and other non
discrimination laws, private citize.ns, or or!l"nizations representing 
tl>eir i~tercsts, may suo the United Statc_s or any recipient goven<me.nt 
for usmg Shared revenues m a d>Scnmmatory fashwn. Those Tights 
are continued under the revised Section 122. A new Section 125 of the 
Act authorizes courts to award attorney fees in citizen law si1its and 
authorizes the Attorney General to intervene when it is a case of gcn-
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cral pubEc importance. In Alyeska Pipeline Service Oorp. v. Tile 1Vil
deTJW88 Society, 421 U.S. 240 (1975), the Supreme Court held that 
counsel fees cannot ordinarily be awarded without express congres
sional authorization. Therefore if citizens are to recover t:heir attorney 
fees, this section is essential. It is expected that the courts will apply the 
attorney fee provision in accordance with applicable Supreme Court 
and lower federal court standards. 

The Committee is aware that complaints alleging the discriminatory 
use of revenue sharing funds have not been processed by the Secretary 
as expeditiously as possible. A new section 124 of the Act requires the 
Secretary to establish reasonable and specific time limits for respond
ing to a complaint and making an appropriate determination with 
respect to the allegatio;ns contained therein. The new section also re
quires the Secretary to establish time limits for conducting compliance 
reviews and audits of recipient governments to determine compliance 
with the provisions of the Act. 

inter-agency cooperation agreements.-To achieve greater efficiency 
in enforcement, the bill requires the Secretary to enter into cooperation 
agreements with appropriate Federal and state agencies. Such agree
ments must detail the cooperative efforts to be undertaken, including 
the sharing of resources and personnel. They must also include pro
cedures for notifying the Secretary whenever findings of discrimina· 
tion are made or, in the case of the Attorney General, whenever a 
pattern or practice suit is filed against a recipient. 

J. AUDITING AND ACCOUNTING 

The 1972 Act gives the Secretary of the Tre,asury the responsibility 
for providing for such a'ccounting and auditing procedures and re
YiCI>S as the deems necessary to insure that the expenditures of reve
nue sharing funds comply with the requirements of the Act. Recog
nizing the size of the revenue sharing program, the number of par
ticipants, and the virtually unrestricted use allowed, the committee 
determined that more explicit and 1u1iform auditing requirements are 
in order. 

To be able to obtain revenue sharing funds, each State and local 
government must utilize fiscal, accounting and auditing procedures 
which comply with the standa,ds established by the Secretary of the 
Treasury and must also conduct independent audits which are in ac
conlance with generally 'accepted auditing standards. Tho "generally 
accepted auditing standards" is the standard adopted by the General 
Accounting: Office and the Gertified Public Accountants national orga
nization. This standard will provide some cmiformity so that the Gen
eral Accounting Office can effectively conduct the oversight responsi
bilities placed upon it by this section over the 38,000 governmental 
units involved in the program. 

The Secretary of the Treasury is required to promulgate regulations 
''hich assure that each governmental unit conducts an audit each fiscal 
year which is in accordance with the standard referred to above. The 
section does allow the Secretary to provide for less formal reviews of 
financial information or less frequent audits for those States or units 
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of locnl gom·nmeut whose fundin~· tmd,- thi, pmgt·mu is snch tltat 
that co:-;t of an annual audit would be nurea:-;ouably burclensollle. 

Tho regulntions nee also to pvoride that the audits and financinl 
statements prot·ided by this section "'~ public documents. This re
'Illitement should assist in making tho citizen participation section of 
the Ad mm~ meaningful since citizrm nil! I"' able to see the ]ltnposcs for which the revenue sharing funds were spent. 

Jr. PROHIBITION 01' USE FOR T"OBBYING PUitPOSJ~S 
The romm ittoe recommemls tb nt the roc i picnts of "' ""'' sinn-ing 

funds be ]>cohibited fcom nsing those funds for the purpose of lobhy
ing or otJt,.. activities intended to influence legislation regardin~>: t·et·e . 
nue sltadnl'. This JH·ohibition is consistent n·ifh the genom! policy of 
the Fedeml gorct·nmcnt's prohibiting the usc of Fedeml fmtds fot the pu,.pose of soliciting additional Fedem1 funds. 

Thet·e is 110 intention on the part of the committee to r"tt·ict indi
vidnals, including State nnd local oilicinls, hom making tltcit· rietrs 
on reluted legislation !mown. The restriction goes only to tho use of rerenue sharing funds for such purposes. 

'rho lan~unge of the legislntion makes cleat· that, fm· pm·pose of this 
prohibition, dues paid to national and state associations shall not be 
deemed to hn ve come from rct·en ue sllntin g funds. The committee does 
not intend to restrict tlw t>ationai or state associations fmm ap]wo. 
priately carrying out their responsibilities to their members. 

It is anticipated that the t<cipients of ,.venue sharing funds would oetti~y in their annual use repo1ts that no funds hare been used in violation of this provision. 

L. APPJ"IC.\TION O.F D.IV1S R\CON .\C"l' 

The 1072 Remme Shat·ing .let pt·ovides that nlJ labm·et·s and me
chatties employed by cont.t·acto'" ot· snbconh·aetocs in the pe,fm·mance 
of work on ruty cotwt"lCtion p1oject of w·ltich 25 pe,.·cent or mole of 
tl1e costs a" paid out of revenue shadng ftmds, will be paid in OC· 
cm·dance with tho pt-ovisions of the Dn.·i, Bncon Act. It lws been 
nlle.-d that many recipient governments haw allocated thci1 '·erenue 
shming funds among mnnemus construction pmjects in ord., to stny 
below the 25 percent threshold on any m~e plo_ject in an eflo1t to bypass 
tho impact of this !'rDYision. The committee recommends the deletion 
of the "l"s than 25 percent'' exemption. thmby extmtding Davis 
Bacon Act coret·age to all constmction Jn-o_j ects iinanced with pme<>eds 
hom the revenue shoring lWogt·am. l'he hill does not extend the Dads 
Bacon wage standat·ds to constmction projects wltich nt·e not !ina need in any part "·ith rewnne sharing funds. 

l'he committee w," nho concemcd thnt some lecipients n·m·e eifee. 
ti vcly a voiding the Ila vis Bacon provision by temporarily em pl eying 
on 'heir ~O'<•rnment pavroll labomrs and mechanics '""'kin~ on theru• 
constcuction projects. Tl1e 1972 pcm-ision applies only to laboret~ mnl 
mechanics employed by eontladolS and su'bcontractolS. The committee 
l'Conuncnds that tlte reference to contractors and subcontractors he 
deleted. thct·eby extending the PM·ision to all lahore" and mechanics 
employed on consh·uction pmjects fit>aneed with revenue shoring 

17 

funds. The committee provision makes clear, ho\H'wr, that it dot>s not 
intend this provision to extend to permanent, full-time employees 
of the State or local govemment. 

1\I. 1\IODERXIZ.\TIO::>r OF G.OYF.HX)lEXT 

~fany C?f the problems experienced by large numbers of local go,·em
ments anse because the boundaries or functions of that go,·emnwnt 
re~n.aip static while the constituency it sent's fiuctuates. One of tlH~ 
cntlc1sms leYeled at the revenue sharing- program is that thrse fumls 
tend to perpetuate ineffective and inefficient units of local gO\·ernment. 
Local governnwntal units should be pt>rioclically adjusted to refiect 
changing population and economic patterns. 

The bill reported by the committee cre>ates a new section of the ~\.ct 
intended to encourage the modernization and revitalization of State 
and local governments. It establishes a:-; a goal that each Statt> gO\·e>rn
ment should prepare a plan and time-table for modemizing ancl re
vitalizing the State and local governments. The States art' not requ irecl 
to prepare and implement this plan; but, e>ach State is n'quire>d to 
snbmit to the Secretary of the Treasu ry an <tnnual report des<:ribing 
steps taken to achieve the goal. Tre>asmy is required to report annually 
to the Congress on the progress made by each State in the de,·elopment 
and implementation of the State's plan and timP-table. 

To assist the States in achieYing the goal of the bill, the ]H"OYision 
contains a broad series of nonexclusive criteria for the State I o use if 
it chooses in the deYelopment of the State plan. It is suggested that 
ihe plan include proposals for improving the effectiveness and economy 
of State and local governments, the steps necessary to effectuate those 
proposals, and a time-table for effectuating each proposal within a 
reasonable period. The States are encouraged to reduce the number of 
limited-function governments and special districts and to increase 
broad participation of the general public in the decision-making 
process. 

The committee emphasizes that this provision is not mandatory, "-ith 
the e>xception of the annual report of the State to the Secretary de
scribing any steps taken to achieve the goal set forth. The committee 
further points ont that this provision contains no penalties for failure 
to comply. 

VI. STATE)fEKT PuRSUANT TO CLxcsl'' 2(1) (3) ( .. A .. ) oF RnE XI 

The House Committee on GO\·Prmnent Operations conclurtecl exlt>n
sive hearings and innstigations into the performance of the State and 
Local Fiscal Assistance Act of HJ7:2. These activities did not re:-;ult in 
any specific oversight findings but rather in the legislation that is the 
subject of this report. 

VII. ST.\TE:\IEXT Punsu.\XT To CL.\USE 2(1) (±) oF RuLE XI 

The enactment of this bill into Jaw is not expected to ha\·e anv infla
tionary impact on prices or costs in the operation of the n~ttional 
economy. 

G!l-446--76--2 
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VIII. STATE::\fEXT PuRSUAN'l' To CLAUSE 7(a) OF RuLE XIII 
( 1) The committee estimates that the enactment of H.R. 13367 will result in the following costs: 

Fiscal year 

1976 --------------------------------------------------- Ko costs 1977 --------------------------------------------------- $4,991,08~000 1978 --------------------------------------------------- 6,654,780, 000 Ul79 --------------------------------------------------- 6, 654, 780, 000 1980 --------------------------------------------------- 6,654, 780,000 1081 --------------------------------------------------- Not applicable '(2) No government agency has submitted an estimate of costs involved in H.R. 13367 to the House Government Operations Committee. 

IX. STATEliiENTs PuRsUANT To SECTION 308 (a) OF TIIE CoNGRESSIONAL BuDGET AND InrPOUNDl\fENT CoNTROl, AcT OF 1974 AND CLAUSE 1 (1) (3) (B) OF RULE XI 

( 1) H.R. 13367 provides $4.991 billion in Fiscal Year 1977 as new entitlement authority for the revenue sharing program. The most recent concurrent resolution on the budget for Fiscal Year 1977 sets forth the sum of $7.35 billion for Function 850, Revenue Sharing and General Purpose Assistance. The 302 (a) report accompanying the concurrent resolution allocates $4.880 billion in Function 850 new entitlement authority to the House Government Operations Committee. Hence, H.R. 13367 provides approximately $111 million more new entitlement authority for the revenue sharing program than is provided for in the most recent concurrent resolution on the budget. (2) The Congressional Budget Office has informed the' Committee that the five-year projection of outlays associated with H.R. 13367 is as follows: 

O~ttlays Fiscal year : 
Billions 1977 - -------------------------------------------------------~-- $3.325 1978 --------------------------------------------------------~-- 6.650 1979 --------------~-------------------------------------------- 6.650 1980 ----------------------------------------------------------- 6. 650 1981 ----------------------------------------------------------- 1. 663 The entitlement for the last quarter of any fiscal year is paid within the first five days of the following quarter. H.R. 13367 authorizes entitlements for three quarters of fiscal year 1977, and four quarters of fiscal year 1978, fiscal year 1979, and_ fiscal year 1980. The outlays for fiscal year 1977 are less than the entitlement amount by one quarter's payment, and the last quarter's payment for fiscal year 1980 occurs in fiscal year 1981. 

( 3) The Congressional Budget Office has informed the committee that all new budget authority and budget outlays mandated by H.R. 13367 would be for financial assistance to State and, local governments. 
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X. STA'I'EliiENT SurPLIED BY CoNGRESSIONAL BuDGET OFFICE PuRSUAN'I' TO SECTION 403 OF TIIE CoNGRESSIONAL BUDGET AcT oF 1974 IN CoNFOllMANCE WITH CLAUSE 2(1) (3) (c) RuLE XI 

CoNGRESS OF TIIE UNITED STATES, CoNGRESSIONAL BUDGET OFFICE, Washington, D.O., May 14, 1976. lion. JACK BnooKs, Chair1nan, Committee on Gover~wwnt Operations, U.S. House of Rep-1'esentatives, Washington, D.O. DEAR 1\fn. CHAIRMAN : Pursuant to Section 403 of the Congressional Budget Act of 1974, the Congressional Budget Office has prepared the attached cost estimate for 1-I.R. 13367, a bill to extend and amend the State and Local Fiscal Assistance Act of 1972. Should the Committee so desire, we would be pleased to provide :further details on the attached cost estimate. Sincerely, 

Attachment. 

JAMES L. BLUM, 
(For Alice M. Rivlin, Director). 

CoNGP.ESSIONAL BuDGET OFFICE 

COST ESTil\fATE 
1. Bill number: H.R. 13367. 2. Bill title: Fiscal Assistance Amendments of 1976. 3. Purpose of bill: This bill extends and amends the State and Local Fiscal Assistance Act of 1972. Funds for the general revenue sharing program are provided for the period from January 1, 1977 through September 30, 1980. 4. Cost estimate: (Fiscal years, in thousands of dollars) . 

1977 1 1978 1979 1980 1981 

Budget authoritY---------------------- 4, 991,085 6, 654,780 6, 654,780 6, 654,780 --------------
Estimated outlays_ .... ~ --------------- 3, 325,000 6, 650,000 6, 650,000 6, 650,000 1, 662,500 

~~ ... , :·ear 1977. The bill provides 
1 The original law, Public Law 92-512, provides funding through the 1st quarter ot '"""' , money for the remaining 3 quarters of the ftscal year. 

5. Basis for estimate: The bill contains explicit dollar amounts for general revenue sharing payments for the periods, January through September 1977, FY 1978, FY 1979, and FY 1980. In the past the spendout pattern has been that the allotment for the last quarter of any fiscal year is paid within the first five days of the first quarter of the next fiscal year. Consequently, the outlays for FY 77 are less than the budget authority by one quarter's pr.yment, and there is a one quarter's payment in FY 81 after the program has expired. 
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Subtitle D of thr bill targds $112.;) million in FY 1077 and $l:"i0 
million annually in FY 1 97S through FY 1980 to po,·eJty areai". 
The CBO estimate as~umes that the outlays from this program folio,,~ 
the same spendout pattem as the rest of the general re,~enue sharing 
program. Subtitle D also contains an mtthorization for Congress to 
appropriate an nnspecifie<l amount of additional funds for distribution 
under the terms of this program for porcrty areas. Since there is no 
specific dollar figure for this authorization, no estimate has been made 
of the costs that might be incurred under this authorization. 

There is also a pro1rision for a non-contiguous state adjltstment 
amount. For the last three quarters of FY 1977, the amount is $~.58:) 
million, UJld for tl1e other th1·ee fiscal years, the amount is $4-.78 million. 
This money is available for Alaska and Hawaii to draw upon, depend
ing upon the formula they use to determine their allocations. In 
the past, they genemlly ha1·e used a formula which does not permit 
them to receire additional amounts hom this section. It is assumrcl 
that there will be no future outlays from this authority. 

6. Estimate comparison: Not applicable. 
7. Previous CBO estimate: K ot applicable. 
8. Estimate prepared by: Roger M. Winsby (225-5373). 
9. Estimate approved by: 

.LtNES L. BLUM. 
Assistant Director for Budget Analysis. 

XI. SE<Tro~-BY-SEcnox ~tX.\LYSIS Section} 

This Act is cited as the Fiscal Assistance ~lmendments of 1976. 
Section 2 

This section states that the term "the Act'' refers to the State an< 1 
Local Fiscal Assistance ~\ct of 1972 (Title I of Public Law 92-512, 
approved October 20, 1972). 

SectionS-Elimination of Priority Ewpenditnre Categories 
(a) This section amends Subtitle A of the State and Local Fiscai 

Assistance Act of J 972 to eliminate Section 103 vYhich requires local 
goremments to spend their allocations of funds receivecl under this 
Act for· certain '·priority expenditures". rnder this amendment local 
gorernments would no longer be compelled to spend their allocations 
for any of the following priority categories: 

( 1) ordinary and necessary maintenance and operating expense" for: 

(A) public safety (including law enforcement, fire protection, and building code enforcement), 

(B) em·imnmental protection (including sewage disposal, 
sanitation and pollution abatement), 

(C) public transportation (including transit systems and streets and roads) , 
(D) healtl1, 
(E) recreation, 
(F) libraries. 
(G) social services for the poor or aged, and 
(H) financial administration; and 

(2) ordinary and necessary capital expenditures authorized by law. 
This amendment would grant local government recipients of funds 
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under this Act the same treatment as that accorded State governments 
\Yhich, under the existing legislation, are not subject to the require
ments set forth in Section 103. 

(b) This subsection strikes out paragraph ( 3) of Section 123 (a) of 
the Act. 

Paragraph ( 3) of Section 123 (a) imposes a penalty upon any local 
go~~ernment for failure to give assurances to the Secretary of the 
Treasury that it \Yill usc amounts deposited in its trust fund (includ
ing interest eamed thereon) during an entitlement period only for 
the priority expenditures emuneratcd in Section 103 (a) of the Act. 
l~nder this penalty, 110 percent of any amotmt expended out of a local 
goYernment~s trust fund in Yiolation of paragraph ( 3) of Section 123 
(a) must be paid to the Secretary of tile Treasury unless corrective 
acbon is taken by the goyernment in question, "~hich amonnt shall 
then be deposited in the general fund of the U.S. Treasury. This sub
sccti<_n~ represents a conforming amendment to eliminate this penalty 
pronswn. 
Section 4-Elhnination of Prohibition on Use of Funds For Match

'ing 
(a) This subsection strikes out Section 10-1: which prohibits State 

::mel local go\·ernments from using any part of the funds they receive 
under the ~""ct, dirrctly or indirectly, to match Federal grants receiYed 
under other programs. 

(b) Section 104 (b) authorizes repayment, or the withholding by 
the Secretary of the Treasury from State or local units of government, 
of amounts equal to those used in violation of Section 104 (after 
notice aml opportunity for r~ hearing is granted to the government in 
question). Subsection (b) of Section 4 of the bill is a conforming 
amendment to strike 10+ (b) from Section 143 (a) of the Act which 
gins State and local goycrnmcnts, after having received notice of 
"·ithholcling of payments by the Secretary of the Treasury, the right 
to file with a U.S. Court of Appeals petitioning for review of this 
action Ly the Secretary of the Treasury. Since Section 104 is stricken 
fmm_ this legislation, there is no longer any need for this provision. 
Section 5-Abolition of the Trnst Fund Concept 

~'\..mendrnents made by Section 5 of the bill delete the concept of a 
State and Local Fiscal Assistance Trust Fund for the Act. The Trust 
Fund concept is unnecessary and superfluous to the Act and creates 
the impression that rennuc sharing funds are somehow segregated 
from other funds in the Treasury. The elimination of references to the 
Trust Fund docs not affect the operation of the program. 
Section 6: 

(a) Extension of P ro_qmm and Funding. 
Section 105 of the Act proYiclcd $30.2 billion in permanent appro

priations to the State and Local Government Fiscal Assistance Trust 
Fund for payments to State and local governments during the five
year initial life of the program from ,Jan nary 1, 1972 through Decem
l:cr 31, 1D7Ci. Section 6 (a) amends Section 105 to authorize $24.955 
billion in appropriations to finance a 3% years extension of this pro
gram ns an "entitlement·~ program. The extension nms from Janu
ary 1, 1977 to September 30, 1fl80. 

Subsection (c) of Section 10,) is redesignated ( cl). This subsection 
anthorizes that transfers be made from time to time by the Secretary 
of the Treasnry to the general fund of the Treasury any funds appro
priated which he determines "·ill not be needed to make payments 
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to State governments and units o:f local government under the revenue sharing program. 

A new subsection (c) is inserted after subsection (b) o:f Section 105 
which is designated '·Authorizations o:f Appropriaitons :for Entitle
ments". This new subsection conta.ins the following authorization of 
amounts to be appropriated to pay entitlements to qualifying State 
and local governments during this extension pm·iod: 

A utlwrizations of appropriations for entitlements 
In General: 

For the pe1iod beginning Jan. 1, 1977 and ending Sept. 30, 

1977 ------------------------------------------------- $4,987,500,000 For each of the fiscal years beginning Oct. 1, 1977, Oc;t. 1, 
1978 amd Oct. 1, 1979 $6,650,000,000 ______________________ 19, 950, 000, 000 

Subtotal --------------------------------------------- 24,937,500,000 
Xoncontiguous State adjustment amounts (Alaska and Hawaii) : 

For the period beginning Jan. 1, 1977 and ending Sept. 30, 

1977 ------------------------------------------------- 3, 58J, 000 For each of the fiscal years beginning Oct. 1, 1977, Oct. 1, 
1978 and Oct. 1, 1979, $4,780,000________________________ 14, 340, 000 

Subtotal noncontiguous States adjustment amounts______ 17, 920, 000 

Total authorization of appropriations for the period from 
Jan. 1, 1977, through Sept. 30, 1980 ____________________ 24, 955, 42J. 000 

Subsection (c) (1) (B) contains a provision to conform this section 
to section 15 o:f the bill ·which creates a new subtitle D. The con
forming exception provides that sums authorized as an entitlement 
under subsection (c) ( 1) (B) in excess o:f the amount specified in, 
section 163(a) (1) or (2) shall be distributed under subtitle D as 
an entitlement. This will result in the distribntion o:f $562,500,000 
o:f the $24,955,425,000 being available :for distribution under subtitle D. 

Section 6(b) amends Section 105, "Allocation Among States" as :foJiows: 

Paragraphs ( 1) , ( 2), and ( 3) o:f Section 6 (b) are conforming 
amendments to insure that amounts authorized by subsection (a) "-ill 
be distributed as entitlements o:f States and local g-overnments and 
provides that distribution will be based on the amounts authorized, 
not on the amount appropriated. This necessarily implies that appro
priations must equal authorizations. As a result the entitlement system 
would appear to be spending authority within the meaning o:f Section 
401c 2 (c) o:f the Congressional Budg·et Act o:f 197 4. 

Section 6 (b) ( 4) amends Section 107 (b) o:f the Act by redesignating 
paragraphs (6) and (7) as paragraphs (7) and (8) respecti,·el_v, 
and by inserting a new paragraph (6) which contains the :foiiowing 
special rule which apnlies to the first nine months o:f the extension 
period (January 1, 1977 through September 30, 1977): 

Under Section 107 (b) "a State mn,_v receive the :full amount a 1lo
cable to it :for an entitlement period beg-inning after ,June 30, 1973 
only i:f it distributes as much to its local governments in the agg-re
gate from its own sources, on the average during that entitlement 
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period and immediately preceding entitlement period as it did in 
fiscal year 197:2." 1 ·with respect to the nine-month entitlement period 
beginning January 1, 1977, the aggregate amount taken into account 
:for the preceding entitlement period and for the fiscal year 1972 
shall be three-fourths o:f the amounts which (except for this para
graph) would be taken into account. 

Section 6 (b) ( 5) amends Section 108 (b) ( 6) (D) of the Act to reclnce 
the $200 de 1ninimis provisions to $150 :for a nine-month entitlement 
period. Under the 1972 Act a local government below the level of 
county government must be entitled to receiye a minimum of $200 
during a one-year entitlement period in order to receive funds under 
this Act. In those instances where a local gO\·ernment's allocation is 
less than this amount, its allotment is added to that of the county 
government in the county area in which the local government is 
located. This amendment simply reduces proportionately the amount 
imposed by the de minimis rule for a shorter entitlement pPriocl. 

Section G(b) (6) ·amends Section 108(c) (1) (C) which permits a 
State to adopt an alternati.-e formula ·:for distribution of these funds 
among county areas and among other local governing units (other than 
!"'ounty governments) within the State. The current law permits a 
S<trtte to change the Act's basic formula only once clming the five-year 
life of the program. This amendment simply extends this provision to 
the end of the proposed extension period (September 30, 1980). 

Section 6 (b) (7) amends Section 141 (b) of the Act which defines 
entitlement periods to add the following new entitlement periods: for 
the period :from January 1, 1977 through September 30, 1977 and for 
each of the fiscal years beginning October 1, 1977, October 1, 1978 and 
October 1, 1979. 
Section 7.-llfaintenance of Effort; Change of Base Year 

Section 7 (a) ( 1) amends Section 107 (b) ( 1) o:f the Act to extend 
applicability of the proYision which authorizes a reduction in ·a State 
government~s allotment which :fails to maintain transfers out of its 
own sources to local governments within its boundary to entitlement 
periods which begin on or after January 1, 1977. "C"nder the existing 
law this provision applies to entitlement periods \Yhich begin on o1· 
after January 1, 1973. 

Section 7 (a) ( 2) strikes out clause B of Section 107 (b) ( 1) and 
inserts a new clause which changes the base year ·which is used to deter
mine whether a State government has failed to comply with the 
maintenance-of-effort provision. The new clause B substitutes the 
fiscal year 1976, or the most recent one-year period for ,,-hich similar 
aggregate amounts are available, for the base year of fiscal year 1972 
which is given in the present Act. 

(b) This provision amends Section 107(b) (2) which permits an 
adjustment to be made in the amount which 'a State must transfer to 
its local governments in those instances where a State assumes respon
sibility for a part or all o:f a category of expenditure which, prior to 
July 1, 1972, was carried on by its local governments. This amendment 

1 U.S. Congress. Joint Commitee on Internal Revenue Taxation. General explanation of 
the State and Local Fiscal Assistance Act and the Federal-State Tax Collection Act of l 972 
(li.R. 14370, 92d Congress, Public Law 92-512). Washington, U.S. Govt. Print. Off., Febru
ary 12, Hl73, p. 29. 
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IH>nld chan~:e tlw base year rcfrned to in this paragraph to conform to 
the amendment offered in Srrt ion 7 (a) (2) oft his bill ( \Yhirh chan,zes 
tlw ha:-:e -rear from tlw f-iscal vcar 1972 to the fisc·al :rear 1976, or the 
most recrnt one-year peljod J'or "·hich data arc aYailablc). 

Rrrtion 8.-Df'jinition of Cnit of I:oral Ooz·rnnn ent 

This sect ion amc•nds Srction 108 ( c1) ( 1) of the Act to redefine units 
of lo(·al .~·o l·eJ'I1lllt'nt. \Yhich cpmJify for payments under this Act to 
inc1nc1e the following: the go\·emment of a county, municipality or 
to\Ynship which is a unit of general go1·ernment (as determined by 
tlw Bnrean of the C'cnsus for g·eJwral statistical purposes). 

Fmthcrmore, such local go,~ernments must meet. the following re
qniJ·rments with respect to entitlement periods which begin on or aftrr 
October 1. 1!J77: At least 10 pe1·cent of their total expenditnres ( exlnd
ing those for g·eneral and financial administration ancl for prope1-ty tax 
nssessment) dm·inQ· the most. 1·rcent fiscal :reaJ·. mnst ha 1·e been utilized 
for· earh of two of any of the fourteen public senricc•s rnumerated 
below. Exempt from this prorision are governmental units which sub

stantially perform four· or more of snch senices for their citizens. 
Fnrt·hrnnore. such local goYernments must impose taxrs or recei1·e 
intergo1·emmental transfr1· payments whic:h are ntilized by them for 
snbstaJltird Prrfonnance of at 1rast t11·o of the fom·tem public "el'l·ice 
rntegories. For pnmoses of this legislation. a goYernnwntalnnit is con
fiiderec1 to hr imposing taxes enn though the,y are collt>cted by anothrr 
gon1·nnwntnl entity from the same geographic area serred by that 
nnit. if they arc transferred to tl1at local !torernment. 

The fom:teen public Sl'lTice categorirs ~enumerated in this section arc. as fo l1 o"·s : 
U .) police protect ion: 
(R) courts and corrrctions: 
(C) fire protection; 
(D) health serricrs : 
(E) soria l srr,·ices for the poor or aged; 
(F) public recreation; 
(G) public librm·irs 
(JI) zoning o~· Janel use planning; 
(I) sewerage d1sposal or water snpply; 
( .T) solid '"aste disposal : 
(K) pollution abatrment; 

(L) road or strret construction and maintrnance; 
(:\I) mass transportation: and 
(X) education. 

This srrtion continues thr practice of existing law by including in 
its definition of local Q·o,·ermnent, the recognized gon1:ning body of 
nn Indian tribe or Alaskan nati,·e rillage (except for purposes of 
paJ·npTnphs (1), (2) . (:3). (.>). (fl) (C) and (D) ofsnbsection (b) and 
of snb"rrtion (c) of Srction ( 108)) which performs substantial gor
emmenta1 functions. 

Omitted from this definition arr single-purpose nnits of local gor
<'rnment 1vhich currently rccein~ funds under the Act. 
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JWDERNIZ.\TIOX-SECTIOX BY SECTION 

Section 9-This section adds a new Section 120 to Subtitle B of Title I 
of the Act 

Section 120, entitled "Modernization of Govemmcnt'' requires each 
state to submit to the Secretary of the Treasury an annual report de
srribing steps the state has taken to achie1·e the goal of this section. 
The goal is that each state de1'elop a master plan and timetable for 
modernizing and re,~italizing state and local gowrnments. 

If the governor of the state prepares a proposed master plan and 
timetable he must allow 120 days for comment to elapse before sub
mitting the final master plan to the state legislature. The state legis
lature must decide whether or not the final plan and 6metable "·ill 
be submitted to the Secretary of the Treasury. A proposed master plan 
and timetable is not required nor is the submission of the final plan or 
timetable to the Secretary required. The Secretary must only receive 
reports on the steps taken to develop the plan and timetable. 

Section 120 contains a listing of broad criteria which ma~- be utilized 
by the state in deYeloping the contents of the plan and timetable if the 
state so desires. The Section also contains a listing of suggested meth
ods the state may desire to utilize in discussing the effectinness, econ
omy, and equity of the state and local goYernmcnt in the master plan. 

Section 1:20 requires the Secretary of the Treasury to annually re
port to Congress on the progress made by each state in clenloping and 
implementing a master plan and timetable and make recommendations 
concerning the encouragement of each state to de1·elop a master plan 
and timetable. 

Sertion 10-0itizen Participation j R eports : 

Section 10 (a) 
This subsection amends Section 121 of the ~\.. ct in its entirety. 
Provisions contained in this section ''ould impose new requirements 

on recipient goYcrnments in reporting to their constituents proposed 
or actual uses of funds received under this ~\..ct. 

The proposed use (designated planned use in the 1972 Act) and the 
actual use report pr01·isions are reversed in their order of presentation 
in this section and contain the following requirements: 

(a) Reports on Proposed Use of Funds-State and local govem
ments which expect to receive funds under this Act are required to sub
mit proposed use reports to the Secretary of the Treasury for entitle
ment periods \Yhich begin on or after January 1, 1977. The contents 
of such reports are expanded by the follo\Ying provisions : ( 1) Gowm
ments which expect to recei1·e funds must not only report ho\\ they 
expect to spend their allotments, but they must also pro1·ide compara
ti,,e data on the use made of the funds receind during the bYo im
mediately preceding entitlement periods. (2) Such report ii mm;t also 
budget. (0) Fnrthennore, tlwy must. also indicate whether the pro
posed use will be spent for a new acti1·ity, to expand or continue an 
existing acti1·ity, or for tax stabilization or reduction. 

(b) Reports on Use of Funds- This amended snbsection also ex
pands the contents of actual use reports which must be submitted by 
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recipient governments to the Secret-ary of the Treasury in the follow
ing ways: ( 1) Recipient governments are required to make such reports 
arailable to the public for inspection and reproduction. (2) I~ addi
tion to reporting how their allotments have been spent or obligated, 
they must also report how they have been appropriated by the recip
ient. ( 3) As with the proposed use report, they are required to show 
the relationship of these funds to the relevant functional items cin the 
recipient government's budget. ( 4) Furthermore, they must explain all 
di:f-I:'erences between how they had proposed to use the funds and how 
they were actually spent during an entitlement period. 

(c) Public Hearings Required-This is a new subsection which is 
designed to assure that citizens will have a greater input in decision
making· with respect to uses made of these funds by recipient governments.~It requires State and local government recipients, prior to pub
lication of proposed use reports and prior to adoption of their budget, to hold the following hearings : 

(1) Prerepo?'t lwaring.-Each State and local unit of government 
which expects to receive funds under this Act is required, with respect 
to entitlement periods which begin on or after January 1, 1977, and 
after adequate public notice is given, to hold at least one public hearing 
during which citizens are to be given an opportunity to make recom
mendations regarding possible uses which may be made of their gov
ernment's allotment of these funds. Such a hearing must be held at 
least seven calendar days before submission of the proposed use report. 
An additional provision is inserted which permits governing units to 
waive this requirement, in whole or in part, in accordance with regula
tions prescribed by the Secretary of the Treasury if the cost of such a 
hearing is high in relation to the amount of funds it receives. Thus 
this provision waives this requirement for those governmental units 
,,.hich receive relatively small amounts under this legislation. 

(2) Prebuclget lLearing.-Recipient governments, with respect to 
entitlement periods which begin on or after .T anuary 1, 1977, are re
quired to hold at least one public hearing during which their citizens 
may present written or oral comments and may submit questions con
cerning the proposed use of funds received under this Act and the 
relationship of such funds to the entire budget of the recipient gov
ernment. Such hearings must be held not less than seven calendar days 
before adoption of the budget. It is required that they be held at a 
I~l~ce a:nd at a time which would encourage public attendance and par· tlc1patwn. 

(3) 1Vaircr-Provision is made for the waiver of paragraph (1) 
or (2) in certain cases where compliance would be prohibitively costly or incompatible with local law. 

(d) Notification and Publicity of Public Hearings; Access to Budg
et Summary and Proposed and Actual Use Reports-This subsection 
expands the provisions of Section 121 (c) of the existing Jaw which 
sets forth requirements for newspaper publication and publicity of 
planned and actual use reports. Under this amending legislation State 
and local governments which expect to receive funds under the Act are 
subiect to the following requirements with respect to entitlement pe
riods which begin on or aft-er January 1, 1977: 

• 
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(~) Thirty days before the pre-budget hearing· authorized in sub
s~ctwn ~c) (2), they must publish in at_1ea~t one 1?-ewspaper of general 
c1rculatwn, the proposed use report wh1ch 1s reqmred under subsection 
(a) along Yrith a summation of their proposed budget and notification 
of the time and place where the pre-budget hearing 'vill be held. They 
mu~t also make available for inspection and reproduction by the public, 
cop1es of the proposed usc report, the narrative summary explaining 
the proposed budget, and a copy of the government's official budget 
document. Provision is also made that the requirements for publicatiOn 
of the proposed use reports and the narrative summaries may be 
waived in 'vhole or part, in accordance with regulations of the Secre
tary of the Treasury where the publication costs would be burdensome 
in relation to the a:mount of funds ·a State or local unit of government 
would receive, or where such publication is otherwise impractical or 
not feasible. Such documents are to be made available at principal 
State and local government offices or at public libraries. 

(B) 1Vithin ;)0 days after adoption of its budget, State and local 
recipient governments are required to publish conspicuously in at 
least one newspaper of general circulation an explanation of its official 
budget, including changes made from the proposed budget and the 
relationship of the use of funds under this Act to the relevant func
tional items in such budget. It is also required that this summary shall 
be made available for inspection and reproduction by the public at 
principal State and local offices or at public libraries. 

(e) This is a new subsection which requires that copies of the pro 
posed use and actual use reports filed with the Secretary of the Treas
ury by recipient governments shall be furnished by the Secretary of 
the Treasury to the Governor of the State in which the unit of govern
ment is located. Such reports are to be in such manner or form as the 
Secrrbry of the Treasury may prescribe by regulation. 

(f) This is a new subsection requiring that the proposed use report 
be fikd with the area-wide organization in the metropolitan area which 
is formally charged with carrying out the provisions of section 204 of 
the Demonstration Cities and Metropolitan Development Act of 1966, 
section 401 of the Intergovernmental Cooperation Act of 1968, or 
Section 302 of the Housing and Community Development Act of 1974. 

Section 10 (b) 
This subsection amends Section 123 of the Act by adding at the 

end, the follo·wing new subsection (d) which authorizes the Secretary 
of the Treasury to include in his annual report submitted to Congress 
on the implementation and administration of the Ad a comprehensiYe 
and detailed analysis of the following : 

(d) (1) ~1easures taken to comply with Section 122, the nonclis
crimination provision, including a description of the nature and the 
extent of any noncompliance and the status of all pending complaints; 

(2) The extent to which citizens have become involved in decision
making with respect to use of funds made available to recipient 
jurisdictions; 

(3) The extent to ·which recipient jurisdictions have complied with 
Section 123. including a description of the nature and extent of any 
noncompliance and of measures taken to ensure the independence 
of audits conducted pursuant to subsection (c) ; 
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(4) The manner in which the funds distributed l1ave been used, 
including the net fiscal impact, if any, in recipient jurisdictions ; 

(5) Significant problems which lHl\'e arisPn in the administration of 
the "\..C't and pt·oposals to remedy snch problems through legislation. 

• \..further pro\'ision is inserted which '"ould anwnd Section 105 (a) 
(2) to pro\·ide that the date '"hen tlw Secretary of the TrPasmy is 
reqnit·ed to submit an annual report to Congress on the operation of the 
trust fund and on ot1H'l' aspects of this prog1·arn is changed from 
1\Iarch 1 to .January 15 of each year. 

Section ll-11'ondi8cJ·imination; enforcement 
Section]] (a) 

This subsection amends Section 122 of the ~\.ct in its entirety. 
This Bill pl·o,·ides that no person is to be excluded from participation 

in, be denied the benefits of, or be subjected to discrimination unclPt' 
any program o1· activity of a recipieHt gon'rnment on the basis of nt<:e, 
color, religion, sex, national origin, age, or handicapped status. 

Tl1e prohibition against discrimination is strengthened in five majm· 
ways. First, the Bill requires that a 11 acti 1·ities of a I·ecipiPnt go,·em
nwnt be free from discrilllination, not only activities which are funded 
with shared re1·enuc. Ilowe,·c1·, this pro,·ision does not apply if a 
l'E'Cipient government can pro1·E', by "clear and com·incing eYidE'JICE'," 
that the acti,·ities alleg<'d to be discriminatory are not funded by 
shared re,·enurs. SecoJHl. to the pl'ohibition is enJarg·ed to inclnd<' 
a prohibition of discrimination based on 1·eligion, age, and handicapped 
status in addition to J'a<:t>. color, national origin and St>x in the present 
~\.ct. Third, t1Je Secretary of the Treasury is directed to Ltlm Ct>rtain 
steps, which may result in the snspension o1· tc1·mination of payments, 
to enforce the nondiscrimination pro,·isions. Fourth, the filing of a 
lawsuit by the ~\.ttorney General all0ging a pattern or practice of 
prohibited disc1·imination can result in tlJp suspension of Rerenuc• 
Sharing payments. Fifth, the Secretary of the Treasmy is required 
to entE'r into cooperati,·e agreenwnts with ft>dcra] and state ag<'ncies 
pro,·icling for the coordination and the shar-ing of ci 1·il rights pel':-:onnel 
and resources. 

Tl1e Secretary mu(;t send out noncompliance notices after any 
Fecleml or State court or Federal or :::it ate aclministratire agency has 
found that a recipient. go,·erJJnwnt l1as en;.!;~tgwl in a pattern or prac
tice of prohibiting discrimination. In onl<'t' i'or a FPderal or State 
agency finding to trig·ger noticP by the .Secretary, tJ1e agency must 
ha 1·e provided the n•spondrnt with adequate• notic0 and opportunity 
for a hearing in accordance ''ith comparable pt·ovisions of the ~\.d
ministrati,·e ProcPClures . \.ct. The noncompliancp noticP mnst be sent 
within ten days after nublication of, or 1'<'ccipt of notic0 of, the court 
01· agency finding·s of nroh ibitccl discrimination. 

A noncompliance notiee mnst also be issued wli<'JWrer n thor·nuQ:h 
Tr0asury inwstigation (,Yhieh mnst. inclnde an opportunity for the 
recipient to mak0 a snbmission of documen ts) lc·rcls ton dPtPrmination 
of discrimination. This notice must bp sent 11·ithin 10 davs after a 
TrPasnry ddE'rmination of noncomnlinnce. · 

A ninety-day ])('riod auto1llatiea ll:v br~!·ins to run hom tlw dn te 
the noncompliancp notice is issued. At th0 Pncl of that f<'riod, if 

29 

ll<'ither Yoluntary compliance nor a compliance agreement ha\·c been 
achie1·ed, or preliminary relief has not been granted, entitlement pay
ments to the recipient go,-crnmrnt arc to be suspended . 

The right to a preliminary hearing for the purpose of defening 
the suspension of funds applies io those cases ,-.,here a noncompliance 
notice 'Yas based upon a Treasury im·estigation. In all other cases, 
noncompliance notices are triggered only after <:omts and agPncies 
ha,-e already afforded the recipient go 1·ermnent an opportunity for 
a hearing on the discrimination charge. 

The suspension is effecti1·e for no longer than 120 days, or if there 
is a compliance hearing, no longer than 30 clays after the conclusion 
of the hearing. The suspension will be lifted and payments resumed 
after the recipient jurisdiction enters into a compliance agrE'ement 
approved by the SccretaJ'y and the Attorney General or after the 
gm·ernment comes into full compliance with a final order or judgment 
of a federal or state court or is otherwise found to be in compliance 
by such a court. Howe,·er, in the case of compliance 11·ith a final order, 
payments are not to be resumed unless the final order ot· judgment 
complied with addresses al1 matters raised in the noncompliance notice 
issued by the Secretary. 

The Bill allows the recipient gowrnnwnt to obtain a hearing 
on the merits at anytime after it recei,·es the noncompliance notice 
and before the end of the 210th day following such notice. This com
pliance hearing must comnwnc<' within 30 days aftpr the request is 
made and the Secretary must make a finding as to whethE'r the re
cipient is in compliance '"ith the nondiscri min at ion provisions '"ithin 
30 days after the conclusion of the noncompliance l1earing. 

If the Secretary finds that the recipient is in compliance, any sus
pended funds shall be released and future payments made. If the 
Secretary determines that the jurisdiction is not in compliance, 
Treasury is required to tE'rminatc the payment of revenue sharing 
funds and to notify the Attorney General in order that the Attorney 
General may institute an appropriate ciYil action. The Secretary may 
also seek repayment of reYenuc sharing funds if appropriate. 

Tho Secretary must make a determination of compliance or non
compliance in all cases. If no compliance hearing is held, these de
terminations must be made bv the 210th clay after the issuance o:f 
the noncompliance notice. If the recipient goyernment has been 
aggriend by the Secretary's determination that gonrnment may 
scPk judicial reYiew o:f the finding pursuant to SPction 143 of the Act. 

Rennue sharing funds are to be 'Yithheld upon the filing of a law
suit by the Attorney GenPml allPging that a recipient goYernment 
has <'ngaged in a pattern or practice of discriminnto1·y condnr>t on 
the basis of racE', color. religion, sex, national origin. agr. or h:mrli
capp<'d status. A 4-5-clay ·waiting period beg·ins after the filing of the 
f'nit. During the 4-5-clay period, either party can obtain preliminary 
relief ordE'ring the deferral of the suspension. Otherwise. suspension 
remains effective until the court orders suspended payments to be 
rel0ased and further payments to be paid. 

The Bill requires the Secretary to enter into cooperative agreements 
with appropriate state agencies and with other federal agencies. The 
agreement must provide for the sharing of civil rights enforcement 
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personnel and resources and require that the ~\.ttorney General im
mediately notify the Secretary of any lawsuits alleging a pattem or 
practice of discrimination instituted against a recipient government. 
Section 11 (b) 

This subsection adds a new section 124 and a new section 12.) to Subtitle B of Title 1 of the Act. 

Section 124, rntitied "Complaints and Compliance Review," man
dates the Secretary of the Treasury to promulgate regulations estau
lishing reasonable time limits within which the Treasury and cooper
ating agencies must respond to a complainant alleging prohiiJite(l 
discrimination in a recipent govemment. The regulations must in
clude, but are not limited to, time limits for instituting an inw•"li
gation, making a determination of a11eged discrimination and ac1vjs
ing the complainant of the status of the complaint. The regnlutiow; 
must also establish time limits within which the Secretary must ('On

duct audits and reviews of the compliance acti,·ities of recipient governments. 

Section 125-"Private Civil Actions" allows a court to grant r<.'a
sonable attorney fees to a prevailing plaintiff in a lawsuit enforcing 
the Act. The Section also allows the Attorney General to intetTeJw 
in any lawsuit of general public importance enforcing the Act a11cl 
provides the Dnited States shall be entitled to the same relief a:; iJ it had instituted the action. 

Section 12-Auditi11g and Accounting 

Subsection (a) is a conforming amendment to change the langnag·e 
of section 123 (a) ( t5) (A), which relates to the requirement that 1:-'hte 
and local governments, in order to qualify for payments under this 
Act, usc certain fiscal, accounting and auditing procedures. Vnder 
this amendment the language is changed to conform with amend
ments which arc made to Section 123 (c) under Section 10 (b) of this bill. 

Subsection (b) amends Section 123 (c) as follows: 
(1) In geneml.-This provision is tl1e same as that providNl in 

section 123 (c) ( 1) except that it specifically states that the Secretary 
of the Treasury is authorized to accept an audit by a State or local 
unit of government of funds they receire under this Act if he deter
mines that their audit procedures are reliable. Under the 1972 lnw, 
only State governments are authorized to make an audit of both 
State and local government expenditures for submission to the Secre
tary of the Treasury. Furthermore, under this amendment, such audits 
are to be conducted in compliance with a new paragraph (2) relating to independent audits. 

(2) Independent audits.-This new paragraph is inserted which 
11 ntlwrizes the Secretary of the Treasury to promulgate no later than 
March 31, 1977, regulations which require Statr and local government 
recipients to conduct an independent audit of their finances dnring 
each fiscal year. Such regulations shall also include a provision which 
permits more simplified procedures or less frequent audits for those 
governmental units where the cost of such may be unreasonably 
burdensome in comparison to the amount of allotment they receive. 
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These regulations shall provide further that such audit reports shall 
be made available to the public. 

(3) Oom.ptroller Geneml shall1'e'view compliance.-This pro,·ision 
remains unchanged except that it is changed from paragraph (:2) to 
paragraph (3). 

SECTIO::-< BY SECTIOK-D.\VIS B.\COX .\CT 
Section 1.'3 

This section amends Section 123(a) (6) of the .Act in its entirrty. 
The Bill provides that a recipient government must assure the ::-;ec

retary of the Treasury that all laborers and mechanics employed in 
the performance of w·ork on any construction project f.nancecl with 
shared revenue will be paid wages at rates not less than those prr
vailing on similar construction projects in the locality in accordance 
with the Davis Bacon Act as amended, and that with respect to tlw~e 
labor standards, the Secretary of Labor shall act in accordance with 
Heorganization Plan Numbered 14 of 1950 and Section 2 of the . \ct 
of June 13, 103±, as amended. 

The Bill broadens the coverage of the Davis Bacon Act. to inclnde 
construction projects financed with 25 percent or less shared ren•1mc 
and to include temporary employees of recipient gonrnments. ~\.n 
express exemption exists for regular or permanent employees of recip
ient governments. 
Section 1./y-Prohibition of Use fo1' Lobbying Purposes 

Section 123 of the Act is amended by adding at the end a new sub
section which prohibits any State or local gonrnment recipient from 
using, directly or indirectly, ·any part of its allocation of funds recei vecl 
under this Act for lobbying actiYities which are for the purpose of 
influencing legislation relating to provisions of this Act. 
Section 15-Sttpplemental Fiscal Assistance 

This section adds a new SubtitleD, Supplemental Fiscal Assistance. 
Section 161-Slw1·t Title 

This subtitle is cited as the Supplemental Fiscal ~\..ssistance Act of 
1976. 
Section 162-Payments to State and Local Governments 

Each State and local goYernment is to be paid by the Secretary of 
the Treasury, out of amounts appropriated under this subtitle, an 
amount determined by the allocation procedures under Section 16± 
for each entitlement period. Payments are to be made in installments, 
but not less often than once each quarter. Payments are to be made 
not later than five days after the close of each quarter, and may be 
made on the basis of estimates. Whenever a State or local government 
has been over- or underpaid, adjustments are required. 
Section 163-Autlwrizations 

Any fm1ds that Congress deems necessary to adequately fuml the 
Supplemental Fiscal Assistance program are authorized for appro
priation for each entitlement period beginning on or after January 1, 
1977; howeYer, there will be no ·authorization for any entitlement 
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periocl unless funds provided under Section 105(c) (1) equals: (I) 
$±.87i5,000,000 for the entitlement period ,T anuary I, I977, through 
September 30, I977, or (2) $6,500,000,000 for any I2-month entitle
ment period thereafter. Any funds authorized in excess of these 
amounts under Section 105 (c) (I) must be distributed as an entitle
ment in accordance with this subtitle. Any additional funds for distri
bution under the pro,·isions of subtitle D must be appropriated in 
accoJ"dance with the authorization prMision in section I63 (b). 

Sertion 164-EUgibility; Determination of Amonnt of Payment8 
(a) Ko State or local goremment is eligible to receive any payments 

under this subtitle unless its entitlement under Section 167 or I68 
exceeds its entitlement under Section I07 or I08. In other wor'Cls, each 
go,·crnment will recei ,.e an amount which is at least equal to the 
amount provided by Section I07 or I08. 

(b) Subject to the eligibility provision of subsection (a), each State 
and loca l government will be paid the amount by which its entitle
ment under Section I67 or I68 exceeds its entitlement under Section 
I07oi·I08nnlessaffectedby (c) (I) or (2) which follows. 

(c) (I) If the amount an1lable under Section 163(a) and (b) for 
any entitlement period for making payments under this Subtitle is 
not sufficient to pay the total incremental 'Ull1ounts, then each pay
ment for that period would be rata:bly reduced. If, after pa.yments 
have been ratably reduced, additional funds become available for anv 
entitlement period, the reduced payments must be mtably increased. 

(c) (2) If the payment t:D any local government, other than a county 
go\'ernment, is less than $2,500 ($I,875 for a 9-month entitlement 
})eJ·iocl) or is waived for any entitlement period, then in lieu of being· 
paid to the local unit, the amount will be added ro and will become 
part of the payment of the county government. 
Section 165-11£ anagement of F11nd8 

(a) Any funds appropriated pursuant to Section I63 (f) are to 
remain available without fiscal year limit,ation and are to be used only 
for payments to State and local governments eligible to receive pay
ments under this subtitle. By J a.nuary I5 of each year, the Treasury 
Secretary must report to Congress on the operations 'and payments under this subtitle. 

(b) Appropriated amounts not used for payments to State and local 
govemments are to be transferred to the general fund of the Treasury. 
Section 166-0omputation of Allocation Among State8 

The amount authorized under Sectjon I05 (c) ( 1) is to be allocated 
among the States for each entitlement period as follows: 

(a) Allocation on the basis of income factor: Forty percent is ro be 
distributed according to a formula which multiplies the population of 
each State by the income factor of that State. The formula then com
pares the resulting product for a State with the sum of the products 
similarlv determined for all States. 

(b) Allocation on the basis of tax effort factor: Sixty percent is 1to 
be distributed according to a formula 'Yhich allocates among the States 
in the Rame proportion as the amount allocated to each State under 
subsection (c) bears to the sum of the amounts allocated to all States. 
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(c) ( 1) For purposes of subsection (f) the amounts allocated to a 
State under this subsection should be determined under paragraph (2) 
or ( 3) , whichever allocates the higher amount. 

(2) General Tax Effort Amount: T_he amount allocated !o a Sta~e 
under this paragraph would be determmed by a formula whiCh multi
plies State population by the State general tax effort factor. The 
formula then compares the resulting product for a State with sum of 
the products similarly determined for all States. 

(3) Income Tax Effort Amount: T~e amount allocated ~o a Sta~e 
under this paragraph would be determmed by a formula whiCh multi
plies State population by the State income tax effort factor. The for
mula then cmnpares the resultin~ product for a State with the sum of 
the products similarly determined for all States. 
Section 167-Entitlement8 of State Governments 

(a) Division between State and local governments. Each State 
government is entitled to receive one-third of the amount allocated to 
the State area for each entitlement period. The remaining two-thirds 
of the amounrt allocated ro the State area is to be allocated among local 
units of government as described in Section I68. 

(b) State must maintain transfers to local governments. 
(1) Each State government must continue to use its own funds to 

assist all units of local government within the State to the same extent 
that had been done previously. Accordingly, a State government may 
receive its total entitlement for the period beginning on or after J anu
ary I, 1977, only if it distributes as much to its local governments in 
the aggregate from its own sources, on the average during that entitle
ment period and the immediately preceding entitlement period, as it 
did in the one-year period beginning July 1, I975, or, until data on 
this period are available, the most recent one-year period. If it fails to 
do so, the State's entitlement will be reduced by the amount of reduc
tion in its aid to local governments. Any reduction is to be treated as a 
distribution by the State to its local governments for that period. 

(2) When a State has assumed responsibility for a category of ex
penClitures which was the responsibility of its local governments prior 
to January 1, 1977, the amount it must distribute to its local govern
ments may be reduced by an amount equal to the increased State spend
ing out. of its own sources for the assumed category. 

(3) When a State has conferred new taxing· authority on one or more 
of its local governments after January I, I977, the amount it must dis
tribute ro its local governments may be reduced by an amount equal to 
the greater amount of either (I) taxes collected under the new taxing 
authority by the local governments or (2) by the amount of revenue 
loss to the State by reason of the new taxing authority conferred on 
local governments. If the new taxing authonty is merely an increase 
jn a previously authorized tax, no amount can be treated as collected 
by the exercise of new taxing authority by local governments unless the 
Secretary of the Treasury determines that the State has decreased a 
related State tax. 

(4) For the entitlement period January 1, I977, through Septem
ber 30, I977, the aggregate amounts taken into account under para
graph (I) will be three-fourths of the amounts which would normally 
be taken into account. 

69-446-76--3 
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( 5) If the Secretary determines that a State has not maintained its effort and that a reduction in its entitlement should be made, he must give the State reasonable notice and opportunity for a hearing. Afterwards, if he continues to believe that an entitlement reduction should be made, he must determine the amount of such reduction, notify the governor of the State that the entitlement will be reduced because of the State's failure to maintain its effort, and withhold from subsequent payments an amount equal to the reduction in the State's maintenance of effort. 

(6) After any judicial review under Section 143, an amount equal tO> the reduction of any State government must be made available for distribution to the State's local governments in accordance with Section 168. If, because of the limits imposed by Section 168, any portion of the funds cannot be distributed to local governments, they will be transferred to the general fund of the Treasury. Section 168-Entitlements of Local Governments (a) Allocation among county areas: The two-thirds amount allocated to a State's local governments for any entitlement period will oo further allocated among a State's county areas according to a formula which multiplies county area population by the county area tax effort factor, by the county area income factor. The formula then compares· the resulting product for a county area with the sum of the products similarly determined for all county areas within a State. In other words, each county area share is determined by its relative standing among all county areas within a State on the basis of population, tax effort, and income. 
(b) Allocation to county governments, municipalities, townships,. etc.: 
(1) County governments.-The funds allocated to a county area are then allocated between the county government and the aggregate of other general purpose local units in that county on the basis of their relative adjusted taxes. (2) Other units of local government :-After the funds allocated to, a county area have been divided between a county government and the other local units, the local government's share is divided among the eligible units of local government according to the same threefactor formula that was used to distribute funds among county areas,. except that an individual government's share is dependent on its population, tax effort, and income in relation to the population, tax effort, and income of all other eligible units within that particular county area. 

(3) Township governments :-If one or more townships is located in the county area, then these governments will be treated as local units of government for the purpose of making the distribution described in the preceding paragraph. ( 4) Indian tribes and Alaskan native villages:-If a State has an Indian tribe or Alaskan native village with a recognized governing body which performs substantial governmental ftmctions, then before the allocation among county areas, as described in (a) above, each tribe or village will b~ allocated a portion of the two-third local government share on the bas1s of the relative population of that tribe or village within the State compared to the population of the State as a whole. If 
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such an allocation applies, the total amount allocated to tribes and villages will be subtracted from the local go,·ernments' two-thirds share. If the governing body of a tribe or village waives the entitlement for any entitlement period, then the provisions of this paragraph are not applicable resulting in the distribution of the waived amount among all other local governments within the State. ( 5) Rule for small units of government :-A special allocation rule can be used for units of local goYernment (other than a county government) which have a population not in excess of 500. If the Secretary of the Treasury determines that the data available for any entitlement period for such small units are not adequate for the application of the three-factor formula used for distributions to local governments, he may allocate funds to these governments on the basis of their population to the total population of all governments located in the county area. If this provision applies to any county area, the amount to be allocated among other units of local government in that county area for that entitlement period will be reduced accordingly. ( 6) Entitlement.-( A) In general.-The entitlement of any unit of local govern-ment for any entitlement period is the amount allocated to it by this subsection, except as provided by (B), (C), or (D) below. (B) Mamimtbm per capita entitlement.-The maximum limitation for any county area or unit of local government (other than a county government) in the State is 300 percent of the per capita-allocation to all local governments in the State. (C) Lirnitation.-A county or local government may not receive an allocation that exceeds 50 percent of its adjusted taxes plus intergovernmental transfers of revenue. (D) Entitlement less tlw,n $~,500, or governing body waives en-titlement.-If any local government below the county government level receives an entitlement of less than $2,500 for any annual entitlement period ($1,875 for a nine-month entitlement period) or if the local government's governing body waives its entitlement for any entitlement period, then the amotmt of the entitlement will become part of the county government's entitlement in lieu of being paid to the localtmit. (7) Adjustment of Entitlement.-( A) In Generul.-In adjusting the allocation o£ any county area or local government, the Secretary must make any adjustment required by the 300% constraint first, any adjustment required by the 50% limitaton second, and any adjustment required by a waiver or the $2,500 minimum payment third. (B) Adjustment for application of rnaxirnum per capita entitlernent.-In the course of making adjustments to the allocations of county areas or units of local governments under the maximum constraint provision, the Secretary is to make adjustments to the county areas before adjustments are made to local units of government within the counties. (C) Adjustrnent for application of limitation.-!£ the Secre-tary reduces the allocation to any unit of local government due to application of the 50% constramt, the amount of that reduction will be added to the allocation of the next higher leYel or govern-
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ment. In the case of a muncipal or township government, the 
amount would go to the county government. In the case of a 
county government, the amount will go to the State government. 

Section 169.-Definitions and Special Rules for Application of Form;ltlas 

(a) (1) Population.-Population is to be determined on the same 
basis as resident population is determined by the Bureau of the Census 
for general statistical purposes. 

(a) (2) Emempt income.-Exempt income is to be one-fourth of the 
annual income designated by the Bureau of the Census as the low
income level for a family of four. 

(a) (3) Aggregate emempt income.-Aggregate exempt income for 
any unit of government is to be the population of the government 
times the exempt income as defined in paragraph (2) above. 

(a) (4) Income.-Income is to be total money income from all 
sources, as determined by Census for general statistical purposes. 

(a) ( 5) Dates for determining allocations and entitlements.-The 
determination of allocations and entitlements for each entitlement 
period must be made three full months preceding each entitlement 
period, unless regulations provide otherwise. 

(a) (6) lntergovernmenfu,l transfers.-An intergovernmental trans
fer is an amount received from another government as a share in fi
nancing or as reimbursement for the performance of governmental 
functions. Only those items classified for general statistical purposes 
by the Bureau of the Census as intergovernmental transfers will be considered. 

(a) (7) Data used; uniformity of data.-
( A) The most recently available data provided by the Bureau 

of the Census or the Commerce Department will be used for allo
cation purposes, except as provided in paragraph (B) which follows. 

(B) The Treasury Secretary is authorized to use additional 
data (including data based on estimates) when he determines 
that data referred to in the above paragraph do not reflect the 
most recent developments or are not comprehensive enough to 
provide for equitable allocations. He must issue the necessary 
regulations to carry out this provision. 

(b) Income factor.-The income factor of a State, county area, or 
local government is a fraction. The numerator is composed of the 
number of persons in families below ,the low-income level and the 
number of unrelated individuals 65 years o]d or over who are below 
the low-income level. In addition, the numerator also includes those 
persons in families and unrelated individuals 65 years old or m-er 
whose incomes are between 100 and 125% of the ]ow-income level if 
they reside in an urbanized area's central city. The denominator is 
composed of the number of persons in families and the number of un
related individuals 65 years old and over regardless of their income 
level. The terms used in this paragraph are defined in accordance 
with definitions used by the Bureau of the Census for general statistical purposes. 

(c) General tam effort factor of States.-The general tax effort 
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:factor :for any State :for any entitlement period is defined as the net 
State and local taxes collected during the most recent reporting year 
divided by the total money income less aggregate exempt income (de
fined in subsection (a) , paragraph ( 3) above) attributed to a State. 
The State and local tax used in the computation of a State's general 
tax effort factor are defined as the compulsory contributions exacted 
by a State, local government, or any other political subdivision of a 
State for public purposes as determined by the Bureau of the Census 
for general statistical purposes. Items to be specifically excluded from 
the State and local tax figure are employer-employee assessments and 
contributions to retirement and social insurance systems and special 
assessments for capital outlay. The State and local taxes to be taken 
into account are those for the most recent year available from the. 
Bureau o:f the Census before the close of an entitlement period. 

(d) Income tam collections of States.-A State's income tax collec
tions for any entitlement period are defined as the net amount col
lected from the State individual income tax during the last calendar 
year whioh ended before the beginning of an entitlement period. The 
State individual income tax is defined as a tax imposed upon the in
come of individuals by a State and described under Section 164 (a) ( 3) 
of Title 26, United States Code, as a State income tax. 

(e) Income tam effort factor.-The State income tax effort factor 
:for any entitlement period is described as the State's income tax col
lections divided by total money income :from all sources less aggregate 
exempt income (defined in subsection (a), paragraph (3) above). 

(f) Tam effort factor of a county area.-The tax effort :factor of any 
county area for any entitlement period is descri:bed as the adjusted 
taxes o:f all governments within the county area divided by the greater 
o:f (1) aggregate income less aggregate exempt income attributable 
to the county area, or (2) one-half of the county area's aggregate 
exempt income. 

(g) Tam effort factor of a unit of local government.-The tax effort 
:factor of any unit of local government :for any entitlement period is 
described as that government's adjusted taxes divided by the greater 
of (1) aggregate income less aggregate exempt income attributable to 
the local government, or (2) one-half of the local government's aggre
gate exempt income. Adjusted taxes are described in the same general 
manner as the local taxes taken into account :for purposes of determin
ing the general tax effort of a State (described a:bove in (c) ) . How
ever, in calculating adjusted taxes, that portion of the taxes properly 
allocable to education expenses is specifically excluded. 

In addition, where a county government exacts sales taxes within a 
municipality and transfers part or all of those taxes to the municipal
ity without specifying the purposes :for which the municipality may 
spend the revenues and the governor of the State notifies the Secretary 
of the Treasury that this is the case, the transferred taxes are to be 
treated as taxes of the municipalities and not as taxes of the county 
government. 

All payments received under this subtitle must be deposited in a 
trust fund established by the recipient. This is identical to the require
ment imposed by Section 123(a) (1) of subtitle B. 
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Section 16-Effective Date 

This section provides that the amendments made by this bill shall 
become effectiYe at the close of December 31, 1976-the date when the 
present program expires-with the following exceptions: 

(1) The provisions of Section 5, which relate to extension and fund
ing of the program, shall become effective on the date of enactment. 

(2) The provisions of Section 7, which amend the definition of local 
governments, shall become effective at the close of September 30, 1977. 

XII. CnAKGES I~ ExrsTixo LAw ~IADE BY THE BILL, AS REPORTED 

In rompliancr with clanse 3 of rnle XIII of the Rules of the House 
of Rrpresentatives, changes in existing law made by the bill, as re
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
lav" in which no change is proposed is shown in roman): 

STATE AKD LocAL FISCAL AssiSTANCE AcT OF 1972 

AN ACT to provide fiscal assistance to State and local governments, to authorize 
Federal collection of State individual income taxes, and for other purposes 

B e it enacted by the Senate and House of Representatives of the 
Vnited States of America in Oongress a8sembled, 

TI1'LE I-FISCAL ASSISTANCE 'I'O STATE AND LOCAL 
GOVERNMENTS 

Subtitle A-Allocation and Payment of Funds 
SEC. 101. SHORT TITLE. 

This title may be cited as the "State and Local Fiscal Assistance Act of 1972". 

SEC. 102. PAYMENTS TO STATE AND LOCAL GOVERNMENTS. 
Except as otherwise provided in this title, the Secretary shall, for 

each entitlement period, pay [out of the Trust Fund] to-
(1) each State government a total amount equal to the entitle

ment of such State government determined under section 107 for such period, and 

(2) each unit of local government a total amount equal to the 
entitlement of such unit determined under section 108 for such period. 

In the case of entitlement periods ending after the elate of the enact
ment of this Act, such payments shall be made in installments, but not 
less often than once for each quarter, and, in the case of quarters 
ending after September 30, 1972, shall be paid not later than 5 days 
after the close of each quarter. Such payments for any entitlement 
period may be initially made on the basis of estimates. Proper adjust
ment shall be made in the amount of any payment to a State govern
ment or a unit of local government to the extent that the payments 
previously made to such government under this subtitle were in excess 
of or less than the amounts required to be paid. 
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[SEC. 103. USE OF FUNDS BY LOCAL GOVERNMENTS FOR PRIORITY 
EXPENDITURES. 

[(a) IN GENERAL.-Funcls received by units of local government 
under this subtitle may be used only for priority expenditures. For 
purposes of this title, the term "priority expenditures" means only

[(1) ordinary and necessary maintenance and operating e~
penses for-

[(A) public safety (including law enforcement, fire pro
tection, and building code enforcement), 

[(B) environmental protection (including sewage disposal, 
sanitation, and pollution abatement), 

[(C) public transportation (including transit systems and 
streets and roads) , 

[(D) health, 
[ (E) recreation, 
[ (F) libraries, 
[ (G) social services for the poor or aged, and 
[(H) financial administration; and 

[(2) ordinary and necessary capital expenditures authorized by 
law. 

[(b) CERTIFICATES BY LocAL GoVERNMENTs.-The Secretary is au
thorized to accept a certification by the chief executive officer of a unit 
of local government that the unit of local government has used the 
funds received by it under this subtitle for an entitlement period only 
for priority expenditures, unless he determines that such certification 
is not sufficiently reliable to enable him to carry out his duties under 
this title. 
[SEC. 104. PROHIBITION ON USE AS MATCHING FUNDS BY STATE OR 

LOCAL GOVERNMENTS. 
[(a.) IN GENERAL.-No State government or unit of local govern

ment may use, directly or indirectly, any part of the funds it receives 
under this subtitle ·as a contribution for the purpose of obtaining Fed
eral funds under any lMV of the United States which requires such 
government to make a contribution in order to receive Federal funds. 

[(b) DETERMINATIONS BY SECHETARY OF THE TREASURY.-If the Sec
retary has reason to believe that a State government or unit of local 
government has used funds received under this subtitle in violation of 
subsection (a), he shall give reasonable notice and opportunity for 
hearing to such government. If, thereafter, the Secretary of the Treas
ury determines that such government has used funds in violation of 
subsection (a), he shall notify such government of his determination 
and shall request repayment to the United States of an amount 
equal to the funds so used. To the extent that such govemment fails to 
repay such amount, the Secretary shall withhold from subsequent 
payments to such government under this subtitle an amount equal to 
the :funds so used. 

[(c) INCREASED STATE OR LocAL GovERNMENT REVENUES.-No State 
government or unit of local government shall be determined to have 
used funds in violation of subsection (a) with respect to any fnncls 
received for any entitlement period to the extent that the net revenues 
received by it from its own sources during such period exceed the net 
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revenues received by it from its own sources during the one-year period beginning July 1, 1971 (or one-half of such net revenues, in the case of an entit]ement period of 6 mouths). [ (d) DEPOSITS AND TRANSFERS TO GENERAL FuND.-Any amount repaid by a State government or unit of local government under subsection (b) shall be deposited in the general fund of the Treasury. An amount equal to the reduction in payments to any State government or unit of local government which results from the application of this section (after any judicial review under section 143) shall be transferred from the Trust Fund to the general fund of the Treasury on the day on which such reduction becomes final. [(e) CERTIFICATES BY STATE AND LocAL GovERNJ\fENTs.-The Secretary is authorized to accept a certification by the Governor of a State or the chief executive officer of a unit of local government that the State government or unit of local government has not used any funds received by it under this subtitle for an entitlement period in violation of subsection (a) unless he determines that such certification is not sufficiently reliable to enable him to carry out his duties under this title.] 

SEC. 105. [CREATION OF TRUST FUND;] APPROPRIATIONS; AUTHORIZATIONS FOR ENTITLEMENTS. [ (a) TRUST FuND.-
[(1) IN GENERAL.-There is hereby established on the books of the Treasury of the United States a trust fund to be known as the "State and Local Government Fiscal Assistance Trust Fund" (referred to in this subtitle as the "Trust Fund"). The Trust Fund shall remain available without fiscal year limitation and shall consist of such amounts as may be appropriated to it and deposited in it as provided in subsection (b). Except as provided in this title, amounts in the Trust Fund may be used only for the payments to State and local governments provided by this subtitle. [(2) TRUSTEE.-Thc Secretary of the Treasury shall be the trustee of the Trust Fund and shall report to the Congress not later than March 1 of each year on the operation and status of the Trust Fund during the preceding fiscal year.] (a) IN 0ENERAL.-Funds appropriated pursuant to subsections (b) and (c) shall remain available 1.oithout fiscal year lilmitation and shall be used for the payments to State and local governments as provided by this title. The Secretary of the Treas1.try shall report to the Congress not later than J anruary 15 of each yem· on the operations and payments unde'r this subtitle during the preceding fiscal year. (b) APPROPRIATIONS.-

(1) IN GENERAL.-There is appropriated [to the Trust Fund, out of amounts in the general fund of the Treasury attributable to the collections of the Federal individual income taxes not otherwise appropriated] for the purpose of making the payments authorized by this subtitle-
( A) for the period beginning January 1, 1972, and ending June 30, 1972, $2,650,000,000; (B) for the period beginning July 1, 1972, and ending December 31, 1972, $2,650,000,000; 
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(C) for the period beginning January 1, 1~73, and ending June 30,1973,$2,987,500,000; (D) for the fiscal year beginning July 1, 1973, $6,050,000,000; (E) for the fiscal year beginning July 1, 1974, $6,200,000,000; (F) for the fiscal year beginning July 1, 1975, '$6,350,000,000; and (G) for the period beginning July 1, 1976, and ending De-cember 31, 1976, $3,325,000,000. (2) NoNCONTIGuous STATES ADJUSTMENT AMOUNTS.-There is appropriated [to the Trust Fund, out of amounts in the general fund of the Treasury attributable to the collections of the Federal individual income taxes not otherwise appropriated] for the purpose of making the payments authorized by this subtitle-(A) for the period beginning January 1, 1972, and ending June 30, 1972, $2,390,000; (B) for the period beginning July 1, 1972, and ending De-cember 31, 1972, $2,390,000; (C) for the period beginning January 1, 1973, and ending June 30, 1973,$2,390,000; (D) for each of the fiscal years beginning July 1, 1973, July 1,1974, and July 1,1975,$4,780,000; and (E) for the period beginning July 1, 1976, and ending De-cember 31, 1976, $2,390,000. {(3) DEPOSITs.-Amounts appropriated by paragraph (1) or (2) for any fiscal yC'ar or other period shall be deposited in the Trust Fund on the later of (A) the first day of such year or period, or (B) the day after the date of enactment of this Act.] (c) AuTIIORZZATION OF APPROPRIATIONS FOR ENTZTLEMENTS.-(1) IN GENF:RAL.-There are authorized to be appropriated to pay the entitlements hereinafter rr01Jided in this subtitle-( A) for the period beginning January 1,1977, and ending September 30, 1977, $4,987,500,000; and (B) for the fiscal years beginning on October 1 of 1977, 1978, and 1979,$6,650,000,000, except that su?ns authorized hereunder for any entitlement period in excess of the amount specified in section 163 (a) (1) or (93) for that period shall be distributed under s1.tbtitle D of this title as an entitlement. (93) NoNCONTIGUOUS STATES ADJUSTMENT AMOUNTS.-There are au-thorized to be appropriated to pay the entitlenwnts hereinafter provided-( A) for the period beginning January 1, 1977, and ending September 30, 1977, $3,585000,· and (B) for each of the fiscal years beginning on October 1 of 1977,•1978, and 1979, $.i,780,000. [ (c) TRANSFERS FRol\1 TRUST FuND TO GENERAL FuND.-The Secretary shall from time to time transfer from the Trust Fund to the general fund of the Treasury any moneys in the Trust Fund which b.e determines will not be needed to make payments to State governments and units of local government under this subtitle.] 
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(d) TRANSFERS To THE GENERAL FvND.-T/w Secretary shall from 
time to time transfer to tl~e ,qeneral fund of the Treasury any funds 
available for this subtitle which he determines will not be needed to 
make payments to State governments and units of local government under this subtitle. 

SEC. 106. ALLOCATION AMONG STATES. 

[ (a) IN GENERAL.-There shall be allocated to each State for each 
entitlement period, out of amounts appropriated under section 105 (b) 
(1) for that entitlement period, an amount which bears the same ratio 
to the amount appropriated under that section for that period as the 
amount allocable to that State under subsection (b) bears to the sum 
of the amounts allocable to all States under subsection (b).] 

(a) IN 0ENERAL.-There shall be allocated an entitlement to each State-

( 1) for each entitlement period beginnin,q p?io?' to December 
31, 1976, out of amounts approp?iated under section 105(b) (1) 
for that entitlement period, an amount ~ohich bears tlw same ratio 
to the amount appropriated under that section fm' that period as 
the amount allocable to that State under subsection (b) bears to 
the sum of the amounts allocable to all States under subsection (b); and 

(2) for each entitlement period beginning on or aftm' January 
1, 1977, out of amounts authorized under section 105(c) (1) for 
that entitlement period which are not reserved for distribution 
under subtitle D, an amount which bears the same ratio to the 
amount so available under that section for that period as the 
amount allocable to that State under subsection (b) bears to the 
sum of tl~e amounts allocable to all States under subsection (b). 

(b) DETERMINATION OF ALLOCABLE AMOUNT.-
(1) IN GENERAL.-For purposes of subsection (a), the amount 

allocable to ra State under this subsection for any entitlement pe
riod shall be determined under paragraph ( 2) , except that such 
·amount shall be determined under paragraph (3) if the amount 
allocable to it under paragraph (3 ) is greater than the sum of the 
amounts allocable to it under paragraph (2) and subsection (c). 

(2) THREE FACTOR FORMULA.-For purposes of paragraph (1), 
the amount allocable to a State under this paragraph for any 
entitlement period is the amount which bears the same ratio to $5,300,000,000 as-

( A) the population of that State, multiplied by the general 
tax effort factor of !that State, multiplied by the relative 
income factor of that State, bears to 

(B) the sum of the products determined under subpara
graph (A) for all States. 

(3) FrVE FACTORFORMULA.-For purposes of paragraph (1), the 
amount allocable to a State under rthis paragraph f~r any entitle
ment period is the amount to which that State would be entitled if-

( A) 113 of $3,:500,000,000 were allocated among the States on 
the basis of population. 

(B) % of $3.500,000,000 were allocwted among the States on 
the basis of urbanized population. 
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(C) 1/a of $3,500,000,000 were allocated among the States on 
the basis of population inversely weighted for per capita. 
income. 

(D) % of $1,800,000,000 were allocated among the States on 
the basis of income tax collections, and 

(E) %of $1,800,000,000 were allocated among the Sta·tes on 
the basis of general tax effort. 

(c) NONCONTIGUOUS STATES ADJUSTMENT.-
(1) IN GENERAL.-In addition to amounts allocated among the 

States under subsection (a), there shall be allocated for each 
entitlement period, out of amounts appropriated under [ section 
105(b) (2) ] subsection (b) (2) or (c) (2) of section 105, an addi
tional amount to any State (A) whose allocation under subsection 
(b) is determined by the formula set forth in paragraph (2) o£ 
that subsection and (B) in which civilian employees of the United 
States Government reecive an allowance under section 5941 of 
title 5, United States Code. 

(2) DETERl\HNATIO~ OF AMOUNT.-The additional amount allo
cable to any State under this subsection for any entitlement period 
is an amount equal to a percentage of the amount allocable to that 
State under subsection (b) (2) for that period which is the same 
as the percentage of basic pay received by such employees sta
tioned in that State as an allowance under such section 5941. If 
the total amount appropriated under section 105(b) (2) for any 

. ' entitlement period ending on or before December 31,1976, or au
thmized urule1' section 105 (c) (2) for any entitlem,ent period be-

~ ginning on or after January 1,1977, is not sufficient to pay in full 
the additional amounts allocable under this subsection for that 
period, the Secretary shall reduce proportionately the amounts so 
a.llocable. 

SEC. 107. ENTITLEMENTS OF STATE GOVERNMENTS. 
(a) DIVISION BETWEEN STATE AND LocAL GoVERNMENTS.- The State 

government shall be entitled to receive one-third of the amount allo
cated to that State for each entitlement period. The remaining portion 
of each State's allocation shall be allocated among the units of local 
government of that State as provided in section 108. 

(b) STATE MusT MAINTAIN TRANSFERS TO LocAL GovERNMENTS.-
(1) GENERAL RULE.-The entitlement of any State government 

for any entitlement period beginning on or after .[ July 1, 1973] 
January 1, 1977, shall be reduced by the amount (if any) by 
which-

( A) the average of the aggregate amounts transferred by 
the State government (out of its own sources) during :mch 
period and the preceding entitlement period to all units of 
local government in such State, is less than, 

(B) the similar aggregate amount for the one-year period 
beginning ,July 1, [1971] 1975, or, until data on such period 
are available, the most recent such one-year period for 'which 
data on such amounts are available. 

For purposes of subparagraph (A), the amount o:f any reduction 
in the entitlement of a State government under this subsection 
for any entitlement period shall, for subsequent entitlement 
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periods, be treated as an amount transferred by the State govern
ment (out of its own sources) during such period to units of 
local government in such State. 

(2) AnJUSTJ\!E~T WiillRE STATE ASSUMES RESPONSIBILITY FOR 
CATEGORY OF EXPENDITURES.-If the State government establishes 
to the satisfaction of the Secretary that since June 30, 1972, it has 
assumed responsibility for a category of expenditures which 
(before July 1, 1972) was the responsibility of local governments 
located in such State, then, under regulations prescribed by the 
Secretary, the aggregate amount taken into account under para
graph (1) (B) shall be reduced to the extent that increased State 
government spending (out of its own sources) for such category 
has replaced corresponding amounts which for the one-year 
period [beginning July 1, 1971,] ~dilized for purposes of such 
paragraph it transferred to units of local government. 

( 3) Ao,TUSTME~T WJJERl~ NEW TAXING POWERS ARE CONFERRED 
UPON LOCAL GOY:ER~~IEKTs.-If a State establishes to the satisfac
tion of the Secretary that since Jnne 30, 1972, one or more units of 
local government within snch State have had conferred upon them 
new taxing authority, then, under regulations prescribed by the 
Secretary, the aggregate amount taken into account under para
graph (1) (B) shall be reduced to the extent of the larger of-

(A) an amount equal to the amount of taxes collected 
by reason of the exercise of such new taxing authortiy by 
such local governments, or 

(B) an amount equal to the amount of the loss of revenue 
to the State by reason of such new taxing authority being 
conferred on such local governments. 

No amount shall be taken into consideration under subparagraph 
(A) if such new taxing authority is an increase in the authorized 
rate of tax under a previously authorized kind of tax, unless the 
State is determined by the Secretary to have decreased a related 
State tax. 

(4) SPECIAL RULE FOR PERIOD BEGINKI~G JULY 1, 1!)73.-ln the 
case of the entitlement period beginning July I, I973. the preced
ing entitlement period for pnrposes of paragraph (I) (A) shall 
be treated as being the one-year period beginning July I, I972. 

(5) SPECIAL RULE FOR PEJUOD BEGINNJKG ,JULY 1, 1!)76.-ln the 
case of the entitlement period beginning ,July I, I976, and ending 
December 3I, I976, the aggregate amount taken into account 
under paragraph (I) (A) for the preceding entitlement period 
and the aggregate amount taken into account under paragraph 
(I) (B) shall be one-half the amounts which (but for this para
graph) would be taken into account. 

(C) SPECIAL R U LE FOR 1'1/E PE'RIOD BEGINNI!'IG JANUARY 1, 1977.

ln the ca8e of the enti tleme11 t period beginning January 1, 1977, 
and ending September 30, 1977, the aggTegate amount taken into 
accownt unde1· pamgraph (1) (A.) for the preceding entitlem,ent 
period a11d tl1e aggregate amownt taken into account under para
graph (1) (B) shall be three-fourths of the a1n0unts which (but 
for this paragraph) wmtld be talcen into account. 

[(6)] (7) REDUCTION IN ENTITLEliiENT.-If the Secretary has 
reason to believe that paragraph (I) requires a reduction in the 
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entitlement of any State government for any entitlement period, 
he shall give reasonable notice and opportunity for hearing to the 
State. If, thereafter, he determines that paragraph (1) requires 
the reduction of such entitlement, he shall also determine the 
amount of such reduction and shall notify the Governor of such 
State of such determinations and shall withhold from subsequent 
payments to such State government under this subtitle an amount 
equal to such reduction. 

[(7)] (8) TRANSFER TO GENERAL FUND.-An amount equal to 
the reduction in the entitlement of any State government which 
results from the application of this subsection (after any judicial 
review nncler section 143) shall be transferred [from the Trust 
Fund] to the general fund of the Treasury on the day on which 
such reduction becomes final. 

SEC. 108. ENTITLEMENTS OF LOCAL GOVERNMENTS. 
(a) ALLOCATION AMONG CouN'l'Y AREAS.-The amount to be allo

cated to the units of local government within a State for any entitle
ment period shall be allocated among the county areas located in that 
State so that each county area will receive an amount which bears the 
same ratio to the total amount to be allocated to the units of local 
government within that State as-

(1) the population of that county area, multiplied by the 
general tax effort factor of that county area, multiplied by the 
relative income factor of that county a.rea, bears to 

(2) the sum of the products determined under paragraph (1) 
for all county areas within that State. 

(b) ALLOCATION TO CouNTY GoVERNMENTs, MuNICIPALITms, TowN
SHIPs, ETc. 

(I) CouNTY GOVERKllrENTS.-The county government shall be 
allocated that portion of the amount allocated to the county ar·ea 
for the entitlement period under subsection (a) which bears the 
same ratio to such amount as the adjusted taxes of the county 
government bear to the adjusted taxes of the county government 
and all other units of local government located in the county area. 

(2) 0TIIER UNITS OF LOCAL UOVF.RNli!ENT.-The amount remain
ing for allocation within a county area after the application of 
paragraph (I) shall be allocated among the units of local gov
ernment (other than the county government and other than town
ship governments) located in that county area so that each unit 
of local government will receive an amount which bears the same 
ratio to the total amount to be allocated to all such units as-

(A) the population of that local government, multiplied 
by the general tax effort factor of that local government 
multiplied by the relative income factor of that local govern~ 
ment, bears to 

(B) the sum of the products determined under subpara
graph (A) for all such units. 

(3) TowNSHIP GOVERNMENTs.-If the county area includes one 
(~)more township governments, then before applying paragTaph 

(A) there shall be set aside for allocation under subpara
graph (B) to such township governments that portion of the 
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amount allocated to the county :u·e1t for the entitlement 
period which bears the same ratio to sud1 amount as ti1e sum 
of the adjusted taxes of all such township governments bears 
to the aggr~ga.te adjusted taxes of the coun.ty g?vernment, 
such townshrp governments, and all other umts of local gov
ernment located in the county area, and 

(B) that portion of each 'amount set aside under subpara
graph (A) shall be allocated to each township government 
on the same basis as amounts are allocated to units of local 
government under paragraph (2). 

H this paragraph applies with respect to any county area for any 
entitlement period, the remaining portion allocated under para
graph (2) to the units of local government located in the county 
area (other than the county government and the township govern
ments) shall be appropriately reduced to reflect the amounts set 
aside under subparagraph (A). 

( 4) INDIAN TRIBES AND ALASKAN NATIVE VILLAGES.-If within a 
county area there is an Indian tribe or Alaskan native village 
which has a recognized governing body which performs substan
tial governmental functions, then before applying paragraph (1) 
there shall be allocated to such tribe or village a portion of the 
amount allocated to the county area for the entitlement period 
which bears the same ratio to such amount as the population of 
that tribe or village within that county area bears to the popula
tion of that county area. If this paragraph applies with respect 
to any county area :for any entitlement period, the amount to be 
allocated under paragraph ( 1) shall be appropriately reduced 
to reflect the amount allocated under the preceding sentence. I:£ 
the entitlement of any such tribe or village is waived for any 
entitlement period by the governing body of that tribe or village, 
then the provisions of this paragraph shall not apply with respect 
to the amount of such entitlement :for such period. 

( 5) RULE FOR Sl\fALL UNITS OF GOVERNMENT.-If the Secretary 
determines that in any county area the data available :for any 
entitlement period are not adequate :for the application of the 
formulas set :forth in paragraphs (2) and (3) (B) with respect to 
units of local government (other than a county government) with 
a population below a number (not more than 500) prescribed :for 
that county area by the Secretary, he may apply paragraph (2) 
or (3) (B) by allocating for such entitlement period to each such 
unit located in that county area an amount which bears the same 
ratio to the tota.l amount to be allocated under paragraph (2) 
or (3) (B) for such entitlement period as the population of such 
unit bears to the population of all units of local government in 
that county area to which allocations are made under such para
graph. If the preceding sentence applies with respect to any 
county area, the total amount to be allocated under paragraph 
(2) or (3) (B) to other units of local government in that county 
area for the entitlement period shall be appropriately reduced 
to reflect the amounts allocated under the preceding sentence. 

(6) E~TITLEl\fENT.- . 
(A) IN GENER4.L.-Except as otherwise })rovided in this 

pa,ragraph, the entitlement of any unit of local government 
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for any entitlement period shall be the amount allocated to 
such unit under this subsection (after taking into account any 
applicable modification under subsection (c)). 

(B) 1\iAXIl\fUM AND MINIMUM PER CAPITA ENTITLEMENT.
Subject to the provisions of subparagraphs (C) and (D), the 
per capita amount allocated to any county area or any unit of 
local government (other than a county government) within a 
'State under this section for any entitlement period shall not 
be less than 20 percent, nor more than 145 percent, of two
thirds of the amount allocated to the State under section 106, 
divided by the population of that State. 

(C) Lll\nTATION.-The amount allocated to any unit of 
local government under this section for any entitlement period 
shall not exceed 50 percent of the sum of (i) such govern
ment's adjusted taxes, and ( ii) the intergovernmental trans
fers of revenue to such government (other than transfers to 
such go1·ernment under this subtitle). 

(D) ENTITLEMENT LESS '!'HAN $200, OR GOVERNING BODY 
WAIVES ENTITLEMENT.-If (but for this subparagraph) the 
entitlement of any unit of local government below the level of 
the county government-

( i) would be less than $200 for any entitlement period 
($100 for an entitlement period of 6 months, $150 for an 
entitlement period of 9 months), or 

(ii) is waived for any entitlement period by the gov-
erning body of such unit, 

then the amount of such entitlement for such period shall (in 
lieu of being paid to such unit) be added to, and shall be
come a part of, the entitlement for such period of the county 
government of the county area in which such unit is located. 

(7) ADJUSTMENT OF ENTITLEMENT.-
( A) IN GENERAL.-In adjusting the allocation of any county 

area or unit of local government, the Secretary shall make 
any adjustment required under paragraph (6) (B) first, any 
adjustment required under paragraph ( 6) (C) next, and any 
adjnstment required under p:1ragraph (6) (D) last. 

(B) ADJUSTl\fEX'I' FOR APPLICATION OF 1\iAXIl\fUM OR l\HNI-
1\fUl\f PER CAPITA ENTITLEl\fEN'!'.-The Secretary shall adjust 
the allocations made under this section to county areas or to 
units of local governments in any State in order to bring those 
aJlocations into compliance with the provisions of paragraph 
( 6) (B). In making such adjustments he shall make any neces-

sary adjustments with respect to county areas before making 
any necessary adjustments with respect to units of local 
government. 

(C) ADJUSTl\fENT FOR APPLICATION OF LHHTATION.-In any 
case in which the amount allocated to a unit of local govern
ment is reduced under paragraph (6) (C) by the Secretary, 
the amount of that reduction-

( i) in the case of a unit of local government (other 
than a county government), shall be added to and in
crease the allocation of the county government of the 
county area in which it is located, unless (on account of 
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the application of paragraph (6)) that county government may not receive it, in which case the amount of the reduction shall be added to and increase the entitlement of the State government of the State in which that unit of local government is located ; and ( ii) in the case of a county government, shall be added to and increase the entitlement of the State government of the State in which it is located. (c) SPECIAL .ALLOCATION RULES.-(1) OPTIONAL FORMULA.-A State may by law prov~de for the allocation of funds among county areas, or among umts of local government (other than county governments) , on the basis of the population multiplied by the general tax effort factors of such areas or units of local government, on the basis of the population multiplied by the relative income factors of such areas or units of local government, or on the basis of a combination of those two factors. Any State which provides by ]aw for such a variation in the a1location formula provided by subsection (a), or by paragraphs (2) and (3) of subsection (b), shall notify the Secretary of such law not later than 30 days before the beginning of the first entitlement period to which such law is to apply. Any such law shall-

(A) provide for allocating 100 percent of the aggregate amount to be allocated under subsection (a), or under paragraphs ( 2) and ( 3) of subsection (b) ; (B) apply uniformly throughout the State; and (C) apply during the period beginning on the first day of the first entitlement period to whiCh it applies and ending on [December 31, 1976.] September 30, 1980. (2) CERTIFICATION.-Paragraph (1) shall apply within a State only if the Secretary certifies that the State law complies with the requirements of such paragraph. The Secretary shall not certify any such law with respect to which he receives notification later than 30 days prior to the first entitlement period during which it is to apply. (d) GoVERNMENTAL DEFINITIONS AND RELATED RuLEs.-For purposes of this title-
[(1) UNITS OF LOCAL GOVERNllfENT.-The term "unit of local government" means the government of a county, municipality, township, or other unit of government below the State which is a unit of general government (determined on the basis of the same principles as are used by the Bureau of the Census for general statistical purposes). Such term a] so means, except for purposes of paragraphs (1), (2), (3), (5), (6) (C), and (6) (D) of subsection (b), and, except for purposes of subsection (c), the recognized governing body of an Indian tribe or Alaska native villag·~ which performs substantial governmental functions.] (1) UNIT OF LOCAL GOVERNJII:NT.-(A) IN GENERAL.-The term "tmit of local government't means the government of a cmtnty, rrvunicipality, or township which is a unit of geneml government as determined by the Bureau of the Census fm• generalstatis.tical purposes, and 
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which, with respect to entitlement periods beginning on or· after October 1, 1977, meets the requirements specified in subparagraph B, and imposes taxes or receives intergove1onmental" transfers fo1' subs,tantial pe1·fo1·mance of at least two of the following services for its citizens : ( i) police pTotection; ( ii) cou1•ts and cO?'?'ections; (iii) fire protection; ( iv) health services; ( v) social se?"vices for the poor oT aged; (vi) public recreation; (vii) public libmries; (viii) zoning or land 1-!Se planning; ( ix) sewemge disposal 01' ~vater supply; ( x) solid waste disposal; (xi) pollution abatenwnt; (xii) 1•oad 01' street construotion and maintenance; ( xiii) mass transpo?·tation; and ( xiv) education. Such te?'m also means, exrept for pu1·poses of paragmphs (1), (13), (3), (5), (6)(0), and (6)(D) of subsection (b), and, except fo?' purposes of subsection (c), the recognized gove1'1ting body of an Indian tribe or Alaskan Native village which performs substantial governmental functions. Fo1' the purposes of this subsection a unit of local gove1'1tment shall be deemed to impose a tax if tha·t taw is collected by another governmental entity from the geographical m·ea served by that unit of local goverrwnent and an amount equivalent to the net proceeds of that tax are paid to that unit of local government. (B) LzMITATION.-To be conside1·ed a unit of local govern-ment fm• purposes of this Act, at least 10 per centum of a local government's total expenditures (exclusive of expenditureg for general and financial administration and for the assessment of property taxes) in the most recent fiscal year must have been for each of two of the public services listed in subparag1•aph (A), except that the foregoing restriction shall not apply to a unit of local go1:e1vnment ( i) which substantially performs .fO'U1' or nw1·e of such public services, or ( ii) ~vhich has pe1'formed two or nw1·e of Stlch p~lblic services since January 1, 1976, and continues to provide t~vo or more guch public services. (2) CERTAIN AREAS TREATED AS couNTIES.-In any State in which any unit o:f local government (other than a county government) constitutes the next level of government below the State government level, then, except as provided in the next sentence, the geographic area of such. unit of government shall be treated as a county area (and such unit of government shall be treated as a county government) with rl'spect to that portion of tl1e State's geographic area. In any Sittte in which any county area is not governed by a county government but contains two or more units of local government, such units shall not be treated as county governments and the geographic areas of such units shall not be treated as county areas. (3) TowNsHIPS.- The term "township" includes equivalent subdivisions of government having different designations (such as "towns"), and shall be determined on the basis of the same principles as are used by the Bureau of the Census for general statistical purposes. 

69-446-76--4 
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( 4) UNITS OF LOCAL GOVERNJ\1ENT LOCATED IN LARGER ENTITY.-A 
unit of local government shall be treated as located in a larger 
entity if part or all of its geographic area is located in the larger 
entity. 

( 5) ONLY PART Ol' UNIT LOCATED IN LARGER ENTITY.-If only part 
of a unit of local government is located in a larger entity, such 
part shall be treated for allocation purposes as a separate unit of 
local government, and all computations shall, except as otherwise 
provided in regulations, be made on the basis of the ratio which 
the estimated population of such part bears to the population of 
the entirety of such unit. 

(6) BOUNDARY CHANGES, GOVERNJ\'lENTAL REORGANIZATION, ETC.
If, by reason of boundary line changes, by reason of State statu
tory or constitutional changes, by reason of annexations or other 
governmental reorganizations, or by reason of other circum
stances, the application of any provision of this section to units of 
local government does not carry out the purposes of this subtitle, 
the application of such provision shall be made, under regulations 
prescribed by the Secretary, in a manner which is consistent with 
such purpose!'!. 

SEC. 109. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF 
ALLOCATION FORMULAS. 

(a) Ix GENERAL.-For purposes of this subtitle-
(1) PoruLATION.-Population shall be determined on the same 

basis as resident population is determined by the Bureau of the 
Census for general statistical purposes. 

(2) URBANIZED POPULATION.-Urbanized population means the 
population of any area consisting of a central city or cities of 
50,000 or more inhabitants (and of the surrounding closely set
tled territory for such city or cities) which is treated as an 
urbanized area by the Bureau of the Census for general statistical 
purposes. 

(3) INCOJ\IK-Income means total money income received from 
all sources, as determined by the Bureau of the Census for general 
statistical purposes. 

(4) PERSONAL INCQ)IF..-Personal income means the incom6 
of individuals, as determined by the Department of Commerce for 
national income accounts purposes. 

( 5) DATES FOR DETERMINING ALLOCATIONS AND ENTITLE
J\IENTS.-Except as provided in regulations, the determination of 
allocations and entitlements for any entitlement period shall be 
made as of the first day of the third month immediately preceding the beginning of such period. 

( 6) INTERGOVERNMENTAL TRANSFERS.-The intergovernmental 
transfers of revenue to any government are the amounts of reve
nue received by that government from other governments as a 
share in financing (or as reimbursement for) the performance 
of governmental functions, as determined by the Bureau of the Census for general statistical purposes. 

(7) DATA USED j UNIFORMITY OF DATA.-
( A) GENERAL Rm~E.-Except as provided in subparagraph 

(B), the data used shall be the most recently available data 
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proYided by the Bureau of the Census or the Department of 
Commerce, as the case may be. 

(B) UsE oF ESTIMATES, ETc.-Where the Secretary deter-
mines that the data referred to in subparagraph (A) are not 
current enough or are not comprehensive enough to provide 
for equitable allocations, he may use such additional data 
(including data based on estimates) as may be provided for 
in regulations. 

(b) IxcouE TAx AMOUNT OF STATEs.-'For purposes of this sub-
title- (1) IN GENERAL.-The income tax amount of any State for any 

entitlement period is the income tax amount of such State as 
determined under paragraphs (2) and (3). 

(2) INCOJI[E T.\X A:rtiOUXT.-The income tax amount of any State 
for any entitlement period is 15 percent of the net amount col
lertccl from the State individual income tax of such State during 
1972 or (if later) during the last calt>ndar year ending before 
the beginning of such entitlement period. 

(3) CEILING AXD FLOOR.-The income tax amount of any State 
for any entitlement period-

( A) shall not exceed 6 percent, and 
(B) shall not be less than 1 per-cent. 

of the Federal individual income tax liabilities attributed to such 
State for taxable years ending during 1971 or (if later) during 
the last calendar year ending before the beginning of such entitle
vidual income tax liabilities attributed to any State for any period 
snrh State and ckscribecl as a State income tax under section 
16-1: (a) ( 3) of the Internal Revenue Code of 1954. 

(5) FEDERAL INDIVIDUAL INCOJ\IE TAX LIABILITillS.-Federal indi
shall be determinecl on the same basis ns such liabilities are deter
mined for such period by the Internal Revenue Service for general 
statistical purposes. 

(c) GEXERAL TAx EFFORT oF STATES.-
(1) IN GEXERAL.-For pmposes of this subtitle-

( A) GENERAl~ TAX EFFORT FACTOR.-The general tax effort 
factor of any State for any entitlement penod is ( i) the net 
amount collected from the State and local taxes of such State 
during the most recent reporting year, divided by (ii) the 
aggregate personal income (as defined in paragraph ( 4) of 
subsection (a)) attributed to such State for the same period. 

(B) GENERA.J, TAX El'FORT AMOUNT.-The general tax effort 
amount of any State :for any entitlement period is the amount 
determined by multiplying-

(i) the net amount collected from the State and local 
taxes of such State during the most recent reporting year, 
by 

( ii) the general tax effort :factor of that State. 
(2) STATE AND I.DCAL TAXES.-

(A) TAxEs TAKEN IXTO Accoux'r.-The State and ]oral 
taxes taken into account under parag-raph (1) are the com
pulsory contributions exacted by the State (or by any unit of 
local government or other political subdivision of the State) 

<'~D ;lO ..... 
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for public purposes (other than employee· and· employer· assessments and contributions to finance retirement' and social' insurance systems, and other th~tn special assessments for ca pital outlay), as such contributions are determined by the Bureau of the Census for general statistical purposes. (B) MOS'l' RECENT REPORTING YEAR.-The most recent _re-porting year with respect to any entitlement period consists of the years taken into account by the Bureau of 'the Census in its most recent general determination of State and local taxes made before ti1e close of such period. 
(d) GENERAL TAx EFFORT FAcTOR OF CouNTY Am~A.-For purposes . of this subtitle, the general tax effort factor of any county area for any entitlement period is-

(1) the adjusted taxes of the county government plus the adjusted taxes of each other unit of local government within that county area, diYided by 
(2) the aggregate income (as defined in paragraph (3) of subsection (a)) attributed to that county area. 

(e) GENER~\L TAx EFFORT FACTOR OF u XIT OF LocAL GovERNliiENT.For purposes of this subtitle-
(1) I N GENERAL.-The general tax effort factor of any unit of local government for any entitlement period is-

( A) the adjusted taxes of that unit of local government t divided by 
(B) the aggregate income (as defined in paragraph (3) of subsection (a) ) attributed to that unit of local govemment. (2) ADJUSTED TAXES.-
(A) IN GENERAL.-The adjusted taxes of any unit of local' government are-

(i) the compulsory contributions exacted by such government for public purposes (other than employee and employer assessments and contributions to finance retirement and social insurance systems, and other than special assessments for capital outlay), as such contributions are· determined by the Bureau of the Census for general statistical purposes, 
(ii) adjusted (under regulations prescribed by the Secretary) by excluding an amount equal to that portion of' such compulsory contributions which is properly allocable to expenses for education. 

(B) Cl<:RTAIN SALES TAXES COLLECTED BY COUNTIES.-In anycase where-
( i) a county government exacts sales taxes· within the· geographic area of a unit of local government and' transfrrs part or all of such taxes to such unit without specifying the purposes for which such unit may spend the revenues, and 
(ii) the Governor of the State notifies tlie Secretary· that the requirements of this subparagraph have oeen met with respect to such taxes, 

then the taxes so transferred shall be treated as the taxes of' the unit of local government (and not the· taxes of the county government). 
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(f) "RELATIVE lNCOl\IE FAcToR.-For purposes of this subtitle, the 
rrelative income factor is a fraction-(1) in the case of a State, the numerator of which is the per capita-income of the United States and the denominator of which 

is the per capita income of that State; (2) in the case of a county area, the numerator of which is the per capita income of the State in which it is located and the denominator of which is t'he per capita income of that county area; 
:and 

(3) in the case of a unit of local go.-ernment, the numerator of which is the per capita income of the connty area in which it is 'located and the denominator of which is the per capita income of the geographic area of that unit of local government. For purposes of this subsection, per capita income shall be determined on the basis of income as defined in paragraph ( 3) of subsection (a). (g) ALLOCATION RuLES FOR FivE FACTOR FoRi\IULA.-For purposes 
1Qf section 106 (b) ( 3)-(1) ALLOCATIO~ ON BASTS OF POPULATIO:N.-Any allocation among the States on the basis of population shall be made by ·allocating to each State an amount which bears the same ratio to the total amount to be allocated as the population of such State 'bears to the population of all the States. (2) ALLOCATION ON BASIS OF URBAN'IZED POPUT~ATION.-Any allo, cation among the States on the basis of urbanized population shall 'be made by allocatin:r to each State an amount which bears the :same ratio to the total amount to be allocated as the urbanized population of such State bears to the urbanized population of all 

the States. 
(3) ALLOCATION 0~ BASIS OF "POPULATION INVERSELY WEIGHTED .FOR PER CAPITA INCOME.-Any allocation among the States on the basis of population inversely weighted for per capita income :shall be made by allocating to each State an amount which bears the same ratio to the total amount to be allocated as-( A) the population of such State, multiplied by a fraction the numerator of which is the per capita income of all the States and the denominator of which is the per capita income 

of such State, bears to 
(B) the sum of the products determined under subpara-

graph (A) for all the States. 
(4) ALLOCATIO~ ON BASIS OF INCOME TAX COLLECTIONS.-Any ·allocation among the States on the basis of income tax collections ·shall be made by allocating to each State an amount which bears the same ratio to the total amount to be allocated as the income ·tax amonnt of such State bears to the sum of the income tax amounts of all the States. 
(5) ALLOCATION ON BASIS OF GENERAL TAX EFFORT.-Any allo-cation among the States on the basis of general tax effort shall be 'made by allocating to each State an amount which bears the same ratio to the total amount to be allocated as the general tax effort :amount of such State bears to the sum of the general tax effort 

.amounts of all the St!lltes. 
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Subtitle B-Adrninistrative Provisions 

SEC. 120. MODERNIZATION OF GOVERNMENT 

(a) PoLICY AND PuRPOSE.-ln order that funds provided unde1' thi8 
Act shall encourage the modernization and J'evitalization of State and 
local governments, each State shall subndt an annual report to the 
Secretary describing any steps it has taken to achieve the1 goal set 
fortlt in this section. 

(b) STATE MASTER PLAN.-lt is established a.s a goal that each State 
government prepare and develop in accordance ~vith subsections (c), 
(d), and (e) a master plan and timetable for modernizing and re-

vitalizing State and local government. . 
(c) PREPARATION oF MASTER PLAN AND TIMETABLE.-Pnor to sub

mitting the State's annual report to the Secretary, the State's chief" 
ewecutive officer may submit a proposed master plan and timetable to· 
the State legislature and to the chief ewecutive officer and legislative 
body of each county government, township government, and other
unit of local government, including, for these purposes, special pur
pose governments not covered by tl~e definition of unit of local govern
ment in section 108(d) (1). The proposed master plan and timetable
shall also be made available to the public by pttblication in news
papers throughout the Sta.te. After issuance of any proposed master 
plan and timetable, there shall be a period of not less than 1'£0 days 
for local officials and citizens of tlw State to comment on the proposed 
master plan and timetable, in accordance with a procedure for such. 
comment promulgated by the chief ewecutive office?' of the Strtte. The 
chief ewemttive officer of the State shall take into consideration such 
comments in preparing the final master plan and timetable. A final 
master plan and timetable shall be submitted to the State legislature 
~vhich shall vote ~vhether or not to submit such plan to the Secretary. 

(d) Contents of Master Plans and Timetables.-
(1) IN GENERAL.-A State's master plan and timetable may· 

contain: 
(A) a set of proposals for substantially improving the ef

fectiveness, economy and equity of State and local govern
ment; 

(B) the steps (constitutional, legislative, 01' administrative)· 
necessary to effectuate those proposals; and 

( 0) a timetable for eflectuating each proposal within a rea
sonable period. 

('E) 0RITERIA.-The followin,c; broad criteria may be employed 
in the development of the provisions of the master plan and time
table: 

(A) FuNCTION.-Governmental responsibilities should be 
assigned to State and sub-State go1)ernments with the objec-

. ' tive of providing all residents with at least a minimal level 
of public services. 

(B) STRUCTURI;'.-The organization of State and sub-State 
governments should substantially reduce the number of lim
ited function general governments and special districts. 

( 0) FISCAL INTEGRITY.-The system of State and local 
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tawation should result in a taw bu1'den commensurate with the 
fiscal capacity of the tawing ttnit. 

(D) MANAGEMENT CAPACITY.-fmprovements in the profes
sional capacity of State and local governments should be 
specifically addressed. 

(E) AccouNTABZLITY.-Broad participatwn of the general 
public in the decisionmaking process should be encouraged, 
and formal mechanisms of report'img the impact of such de
cisions should be proposed. 

(e) METHODS FOR PROMOTING EFFECTIVEss, EcoNoMY, AND EeunY IN 
STATE AND LocAL GovFRNMENT.-

(1) IN GENERAL.-ln preparing the master plan and timetable, 
the chief ewec1ttive officer may take into consideration the follow
ing methods for prmnoting effectiveness, economy and equity in 
State and local governments: 

(A) lNTF:RSTATE.-Arrangements, by interstate compact or 
otherwise for dealing ~vith interstate 1'egional problems, in
cluding those of metropolitan areas which overlap State lines, 
and for regional cooperation in such areas as health, educa
tion, welfare, conservation, resource development, transporta
tion, recreation, and housing. 

(B) STATE DIRECT ACTION.-Strengthening and modern
izing of State government (by constitutional, statutory, and 
administrative changes), including but not limited to, mod
ernized State bo1'1'owing powers; improved taw systenLB; 
increased financial and technical assistance to local gove1'1t
ments; revising the terms of State aids and shared tames to· 
compensate for differences in total local fiscal capacity; State 
assumption of greatm' direct fiscal responsibility fo1' basi<; 
functions; nwdern personnel systems; and development of 
minimum State standards for services at the State and local 
level. 

( 0) S1'A1'Ji: ACTION AFFECTING LOCALITIES.-Strengthening 
and mod.srnizing by the State of local, rural, urban, and 
metropolitan governments (by constitutional, statutory, and 
administrative changes), including-

( i) changes designed to make local government mo1'e 
efficient, economical and accountable, as by-

(!) reducing the number of, or eliminating, local 
governments too small to provide efficient adminis
tration or possessing inadequate fiscal resources; 

(II) reducing the number of special districts not 
subject to democratic controls, and eliminating those 
whose functions can be carried out by general· 
governments; 

(Ill) granting adequate home-rule powers to 
local qM·ernments of sufficient size and scope; 

(IV) improving local property tax administra
tion; 

( V) authorizing local governments to utilize non
property tames, coordinated at the State or regional 
level; and 
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(VI) casing rstrictions on the borrowing and taw
ing powers of local governments. 

( ii,) other· clwnges designed to strengthen local gov
e1''1tment in metropolitan areas, as by-

(!) liberalizing mwnicipal annewation of unin
corporated areas/ 

(II) setting minirmtm standards of population 
and population density for proposed new incorpo
rations/ 

(I II) authorizing city-county con.wlidation, or 
transfers of specified functions between municipal
ities and coun.t?"es; 

(IV) authorizing intergovernmental contracts 
for the pro1.1ision of services/ 

( V) authorizing municipalities to ewercise ewtra
territorial planning, zoning, and subdivision contr·ol 
over unincorporated areas not subject to effective 
county regulation/ 

(VI) restricting zoning authority in metro
politan areas to metropolitan bodies, larger munici
palities, counties, or the State/ 

(VII) authorizing the formation of regional 
multi-functional bodies for housing, l~ealth care, 
social services, parks and recreation, and water 
sewer facilities/ and 

(V Ill) establishing State standards of account
ability in the planning process and operations of 
special districts, boards, commissions and official 
agencies not dir•ectly subordinate to a generoal 
government. 

(f) REPORTS AND RECOMMENDATION8.-The Secretary shall report to 
-C'ongress at the erui of each fi.scal year on tl~e progress made by each 
State in developing and carrying out a nwster plan and timetable, and 
based on such progress, shall make recommendations concerning the 
goal set forth in this section. 

[SEC. 121. REPORTS ON USE OF FUNDS; PUBLICATION 

[(a) REPORTS ON UsE OF FuNDs.-Each State government and 
unit of local government which receives funds under subtitle A 
shall, after the close of each entitlement period, submit a report to the 
"Secretary setting forth the amounts and purposes for which funds re
ceived during such period have been spent or obligated. Such reports 
shall be in such form and detail and shall be submitted at such time 
as the Secretary may prescribe. 

[(b) REPORTS o~ PLANNED UsE OF FuNDs.-Each state government 
and unit of local government which expects to receive funds under 
subtitle A for any entitlement period beginning on or after January 1, 
1973, shall snbmit a report to the Secretary setting forth the amounts 
and purposes for which it plans to spend or obligate the funds which 
it expects to receive during such period. Such reports shall be in such 
form and detail as the Secretary may prescribe and shall be submitted 
at such time before the beginning of the entitlement period as the Sec
Tetary may prescribe. 

f)7 

[(c) PUBLICATION AND PUBLICITY OF REPORTS.-Each State govern
ment and unit of local government shall have a copy of each report 
submitted by it under subsection (a) or (b) published in a newspaper 
which is published within the State and has general circulation within 
the geographic area of that government. Each State government and 
unit of local government shall advise the ne"Ws media of the publica
tion of its reports pursuant to this subsection.] 

Sec. 121 Reports on use of funds; Publication and public hearings 

(a) REPORTS ON PROPOSED UsE OF FuNDS.-Each State governrnent 
and unit of local government which ewpects to receive funds under 
subtitle A or D for any entitlement period beginning on or after J anu
arvy 1, 1977, shall submit a repor·t to the Secr•etary setting forth the 
amounts and pur·poses for which it proposes to spend or obligate the 
funds which it ewpects to receive during such period as compared with 
the use of similar funds during the two immediately preceding entitle
ment periods. Each such report shall include a comparison of the 
proposed, current, and past use of such funds to the relevant func
tional items in its official budget and specify whether the proposed use 
is for a completely new activity, for the expansion or continuation of 
an ewisting activity, or• for taw stabilization or reduction. Such report 
shall be in such form and detail as the Secretary 11WY prescribe and 
shall be submitted at such time before the beginning of the entitlement 
period as the Secretary 11WY prescribe. 

(b) REPORTS ON UsE OF FuNDs.-Each State government and unit 
of local go1•er'nment 1.ohich r·eceives .funds under subtitle A or' D shall, 
after the close of each entitlement period, submit a report to the Secre
tary (which report shall be available to the public for inspection and 
1;eproduction) settin_q forth the amounts and purposes of which funds 
received during such period have been appropriated, spent, or obli
gated and showing the relationship of those funds to the relevant 
functional iterns in the government's official budget. Such report shall' 
further provide an ewplanation of all differences between the actual 
use of funds received and the proposed use of such f'unds as reported 
to the Secretary under subsection (a). Such reports shall be in such 
form and detail and shall be submitted at such time as the Secretarvy 
ma}l presmibe. 

(c) PuBLTC HEARINGS REQUIRED.-
(1) PRE-REPORT HEARING.-Not less than 7 calendar days be

fore the submission of the report r•equired under subsection (a), 
each State government or unit of local government which ewpects 
to receive funds under subtitle A or D for any entitlement perioa 
beginning on or afte?' January 1, 1977, shall, after adequate public 
notice, have at least one public hearing at which citizens shall have· 
the opportunity to provide written and oral comment on the pos
sible uses of such funds. 

(fZ) PRE-BUDGET HEARING.-Not less than 7 calendar days be
fore the adoption of its budget as provided for under State arul 
local law, each State government or unit of local government 
which ewpects to receive funds under subtitle A or D for any en
titlement period beginning on or after January 1,1977, shall have· 
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at least one public hearing on the proposed use of funds made 
available under subtitles .A. and D in relation to its entire budget. 
At such hearing, citizens shall have the opportunity to provide 
written and oral comment to the body responsible for enacting the 
btuiget, and to have answered questions concerning the entire 
btuiget and the relation to it of funds made available under sub
titles .A. and D . Such hearing shall be at a place and time that per
mits and encourages public attendance and participation. 

(3) WAIVER.-The provisions of paragraph (1) may be 
'waived in whole or in part in accordance with ?'egulations of the 
Secretary if the cost of such a reqttirernent ?Dould be unreasonably 
b1trdensome in ?'elation to the entitlement of such State govern
m ent or unit of locat government to funds 1nade available under 
subtitles .A. and D. The provisions of para,qraph (2) may be 
~oaived in whole or in part in accordance with regttlations of the 
Secretry if the budget processes required under applicable Sta"he 
or local laws or charter provisions assure the opportunity for pub
lic attendance and participation contemplated by the provisions of 
this subsection and a portion of such process includes a hearing on 
the proposed use of funds made available under subtitles .A. and D 
in relation to its entire btuiget. 

(d) NoTIFICATION AND PuBLICITY OF PuBLIC HEARINGs; AccEss TO 
BuDGET SuMMARY AND PRoPOSED AND AcTUAL UsE REPORTS.-

(1) IN GENERAL.-Each State government and unit of local 
government which expects to receive funds under subtitle .A. or D 
for any entitlement period beginning on or after January 1, 1977, 
shallr-

(.A.) 30 days prior to the public hearing required by sub
section (a) (2)-

( i) publish conspicuously, in at least one newspaper of 
general circulation, the proposed use report required by 
subsection (a), a narrative summary setting forth in 
simple langua.ge an explanation of its proposed official 
budget, and a notice of the time and place of snch public 
hearing; and 

( ii) make available for inspection and reproduction by 
the public (at the principal office of such State govern
rnent or nnit of local government, at public libraries, if 
any, within. the boundaries of such a unit of local govern
m ent, and, ~n the case of a State governrnent at the main 
libraries of the principal m1..micipalities of 'such State) 
the proposed use report, the narrative summary, its of
fical budget which shall specify 'with particnlarity 
each item in its official btuiqet which will be funded in 
~ohole or in part, with funds made available under ~a
title .A. or D, and for, each snch bndget item, shall specify 
amount of snch funds budgeted for that item and the 
percentage of total expenditures for that item attributa
ble to such funds; and 

(B) within 30 days after adoption of its bndget as provided 
for under State or local law-
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( i) publish conspicuously, in at least one newspaper of 
general circnlation, a narrati'oe summm'y setting ·forth in 
simple lang·uage an explanation of its official budget (in
cl1uiinq an explanation of changes from the proposed 
budget) and the relationship of the use of funds made 
available under subtitles .A. and D to the relevant func
tional items in such btuiget; and 

( ii) make such s·ummary available for ilnspection and 
?'eproduction by the public at the principal office of such 
State government or unit of local goroernment, at public 
libraries, if any, within the boundaries of such unit of 
local government, and, in the case of a State government, 
at the main libraries of the principal municipalities of 
such State. 

(2) W AIVER.-The provisions of paragraph (1) may be 
waived, in whole or in part, 'with respect to publication of the 
proposed use reports and the narrative sttmmaries, in accordance 
with regulations of the Secretary, where the cost of sttch publica
tion ~oould be unreasonably burdensome in relation to the entitle
vwnt of such State government or unit of local government to 
funds made available under subtitles .A. and D, or where such pub
.lication is otherwise impractical or infeasible. In addition, the 30 
day provision of paragraph (1) (.A.) may be modified to the mini
?num extent necessary to comply with State and local law if the 
Secretary is satisfied with the citizens of the State or local gov
ernment ~oill receive adequate notification of the proposed use of 
funds, consistent with the intent of this section. 

(e ) REPORTS PROVIDED TO TIIE GovERNOR.-.A. copy of each report 
:required under subsections (a) and (b) filed with the Secretary by a 
11,nit of local government which receives funds under subtitle .A. or D 
.shall be provided by the Secretary to the Governor of the State in 
which the unit of local government is located, in such manner and 

J onn as the Secretary rnay prescribe by reqttlation. 
(f) PLANNE'D UsE REPORT TO AREAWIDE 0RGANIZATION.-.A.t the same 

.time that the pToposed u8e report i8 published and publicized in ac
cordance with 'this section, each unit of local gm•ernment which is 
1oithin a metropolitan area shall submit a copy of the proposed use 
repo1't to the areawide or,qaniz.ation in the metropolitan area rwhich 
is formally charged with carrying out the pro1Jisions of section 20.1 
o f the Demonstr·ation Cities and lJf etropolitan Development Act of 
1966 (42 U.S .O. 3334) ,·section 401 of the Intergovernmental Cooper
.ation Act of 1968 (42 U.S.C. 4231); or section 302 of the Housing and 
Community Development Act of 1974. (42 U.S.C. 461). 
[SEC. 122. NONDISCRIMINATION PROVISION. 

[(a) IN GENERAL.-No person in the United States shall on the 
ground of race, color, national origin, or sex be excluded from partici
pation in, be denied the benefits of, or be subjected to discrimination 
under any program or act~vity funded in whole or in part with funds 
made available under subtitle A. 

[(b) AuTHORITY OF SECRETARY.-vVhenever the Secretary deter
mines that a State government or unit of local government has failed to 
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comply with subsection (a) or an applicruble regulation, he shall notify the Governor of the State (or, in the case of a unit of local government, the Governor of the State in which such unit is located) of the noncompliance and shall request the Governor to secure compliance. If within a reasonable period of time the Governor fails or refuses to secure compliance, the Secretary is authorized (1) to refer the matter to the Attorney General with a recommendation that an appropriate· civil action be instituted; (2) to exercise the powers and functions provided by title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d); or (3) to take such other action as may be provided by law. [ (c) AUTHORITY OF ATTORNEY GENERAL.-When a matter is referred· to the Attorney General pursuant to subsection (b), or whenever he has: reason to believe that a State government or unit of local government is, engaged in a pattern or practice in violation of the provisions of this' section, the Attorney General may bring a civil action in any appropriate United States district court for such relief as may be appropriate, including injunCtive relief.] 

SEC. 122. NONDISCRIMINATION PROVISION. 
(a) PROHIBITION.-(1) IN GENERAL.-No person shall, on accownt of race, color, religion, sex, national m·igin, age, or handicapped statU8, be excluded from pm·ticipation in, be denied the benefits of; or be subjected to discrimination under any program or activity of a State government or unit of local government which governrnent or unit receives· funds made available under subtitle A or D. The provisions of this paragraph shall be interpreted-

( A) in accordance ~oith titles II, III, IV, VI, and VIT of the Civil Rights Act of 1964, as mnended, title VIII of tlie Civil Rights Act of 1968, as arnended, and title IX of tlie Education Amendments of 197B, with respect to discrimination on tlie b·asi8 of race, color, religion, sex, or national origin; (B) in accordance with the Rehabilitation Act of 1973 with respect to discrimination on the basis of handicappedstatU8; and ( 0) in accordance 'with the Age Discrimination Act of 197fi with respect to discrimination on the basis of age, notwitlU3tand~ ing the deferred effectiveness of such Act. (B) ExoEPTIONS.-
(A) FuNDING.-The provisions of paragraph (1) of this subsection shall not apply ~ohere any State government or wnit of local government proves by a preponderance of the evidence that· the program or activity with respect to which the allegation of discrimination has been 1nade is not funded in whole or in part, directly or indirectly, with funds made available under subtitle A or D. 
(B) 0oNSTRUOTION PROJECTS IN PROGRESS.-The provisions oF paragraph (1), relating to discrimination on the basis of handicapped status, shall not apply with respect to construction proj~ects commenced prior to January 1, 1977. (b) AUTIIORITY OF TilE SEORETARY.-

(1) NoTICE.-Whenever there has bee11r-(A) publication or receipt of notice of a finding, after .. notice and opportunity for a hem'ing, by a Federal or State· court, or by a Federal or State administrative agency ( othe'fl .. 
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than the S ecretary under subparagraph (B)), to the effect that there has been a pattern or practice of discrimination on the basis of race, color, religion, sex, national origin, age, or handicapped status in any program or activity of a State government or unit of local gove?'Tlment, which government or unit receives funds made available unaer s~tbtitle A or D; or (B) a determination that a State go?JeTnm-wnt or unit of local go'ventment 'tS not in compliance ~o-ith s~tbsection (a) (1) after an investigation by the Secretary, prior to a hearing under paragraph ( 4), but includ,ing an opportunity for the State government or unit of local government to 1nake a documentary 8Hbmission regarding the allegation of discri?nination or the funding of such program of activity ~oith funds made available under subtitle A 01' D; the Secretary shall, within 10 days of such occur1'ence, notify the Go'vemor of the affected State, or of the State in 1.ohich an affected unit of loc(J)l government is located, and the chief executive officer of such affected unit of local government, that such State government or unit of local government is presumed not to be in compliance ~oith subsection (a) (1), and shall request such Govemor and such chief executive officer to secure compliance. For purposes of subpa,ragmph (A), a finding by a F edeml or State administmtive agency shall be deemed 1'ende1'ed afte1' notice and opport'llnity for a hearing if it is rendered pursuant to procedures con8istent with the p1'ovisions of s'llbchapter II of chapter 5, 
title 5, United States Oocle. (93) VoLUNTARY coMPLIANOE.-ln the event the Governor or the chief executive officer secures compliance after notice punuant to paragraph (1), the terms and conditions 1.oith which the affected State government or ~wbit or local gove1'1~ment ag1'ees to comply shall be set forth in writing and signed by the Governor, by the chief exeetf..tive officer (in the event of a violatiorn by a unit of local government), and by the Secretary and the Attorney General. At least 15 days prior to the effective date of the agreement, the Secretary shall send a copy of the agreement to each complainant, if any, ~vith respect to such violation. The Governor, or the. chief executive officer in the event of a violation by a unit of local govemment, shall file semiannual1'eports with the Secretary and the Attorn.ey General detailing the steps taken to comply with the agreement. liYithin 15 days of receipt of such reports the Secretary shall send a copy thereof to each such complainant. (3) SUSPENSION AND RESUMPTION OF PAYMENT OF FUNDS.-(A) SusPRNSJON AFTER NOTIOE.-lf, at the conclusion of 90 days after notifica,tion under paragraph ( 1)-( i) a compliance agreement has not been entered into 

under z)aragraph (93)' ( ii) compliance has not been secured by the Govemor of that State or the chief executive officer of that unit of 
local government. and (iii) an administrati1•e law judge has 11.0t made a deter-mination under paragraph (4) (A) that it is likely the 
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State government or unit of local government will prevair 
on the merits, 

the Secretary shall notify the Attorney General that com
pliance has not been secured and shall suspend further pay- · 
ment of any funds under subtitles A and D to that State gov
ernment or that unit of local government. Such susp·ension 
shall be .effective for a period of not more than 1'20 days, or, if · 
there is a hearing under paragraph (4) (B), not more than 
30 days after the conclusion of such hearing. 

(B) RESUif!PTION OF PAYMENTS SUSPENDED UNDER SUBPARA
GRAPH (A).-Payment of the suspended funds shall resume 
only if-

( i) such State government or unit of local government 
enters into a compliance agreement approved by the 
Secretary and the Attorney General in accordance 'with 
paragraph ('2) / 

( ii) such State go-vernment or unit of local government 
complies fully with the final order or judgment of a Fed
eral or State court, if that order or _judgment covers all" 
the matters raised by the Secretary in the notice pursuamt 
to paragraph (1), or is fo'und to be in compliance with 
subsection (a) ( 1) by s~tch court/ or 

(iii) tl'w Secretary finds, pursuant to paragraph (4) • 
(B), that noncompliance has not been demonstrated. 

( 0) SUSPENSlON UPON ACT !ON BY ATTORNEY GENERAL.-· 
Whenever the Attorney General files a civil action alleging a 
pattem or practice of discriminatory conduct on the basis of 
race, color, reli,qion, sex, national origin, age, or handicapped 
status in any program or activity of a State government or 
unit of local qovernrrnent, wl~ich State government or unit of 
local g01:emment recei'L•es funds made available under sub
title A or D, and neither party within 45 days after such 
filing lzas been gmnted such preliminary relief 'With regard to 
tlw suspension or payment of funds as may be otherwise avail
able by law, the Secretary shall SltSpend further payment of 
any funds under subtitles A and D to that State government 
or that unit of local government until sttch time as the court 
orders resumption of payment. 

(4) HEARINGS/ OTHER ACTIONS.-
(A) PRELIMINARY llEARING.-}Vithin the first 30 days after ' 

notification under paragraph (1) (B), the State government 
or unit of local governm,ent may request an expedited prelim,
inary hearing by an administrative law judge in order to 
determine tohether it is likely that the State government or 
7mit of local .rJO'L'e1'1?ment would, at a full hearinq under sub
paraqraph (B) of this paragraph, prevail on the merits on 
the issue of the alleged noncompliance. Such judge shall · 
render a findinq heTeunder "within the 90-day period after 
notification under paragraph (1) (B). A finding under this 
subparagraph by the ad1ninistrative law judge in favor of 
the State government or unit of local government shall defer ·· 
the suspension of funds under paragraph (3) until the '210th . 
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day after the issuance of a notice of nonc01npliance under 
parar;raph (1) (B), or until 30 days after the conclusion of 
heanng on the merits under subparagraph (B) of this para
graph. 

(B) OoMPLIANCE HEARINo.-At any time after notification 
under paragraph (1) but before the conclusion of the 120-day 
period referred to in paragraph (3)A, a SiJate government or 
unit of local government may request a hearing, which the 
Secretary shall initiate within 30 days of such reqtwst. The 
Secretary may also initiate a hearing in case of a finding in 
favor of a State government or unit of local government un
der subparagraph (A) of this paragraph. Within 30 days 
afte?' the conclusion of a hearing under this subparagraph, or, 
in the absence of a hearing, within '210 days after issuance of a 
notice of nonc01npliance under paragraph (1), the Secreta1"1J 
shall make a finding of compliance or 1wncompliance. If the 
Secretary makes a finding of noncompliance, the Secretary 
shall ( i) notify the Attorney General of the United States in 
order that the Attorney General may institute a civil action 
under subsection (c), ( ii) terminate the payment of funds 
under subtitles A and B, and, (iii) if appropriate, seek repay
ment of such funds. If the Secretary 1nakes a finding of com
pliance, payment of the suspended funds shall resume as 
provided in paragraph (3) (B). 

(5) J uDlCIAL REVIEW.-Any State government or unit of local 
government aggrieved by a final determination of the Secretary 
under paragraph (4) may appeal such determination as provided 
in section 143 (c). 

(c) AuTHORITY OF ATTORNEY GENERAL.-Whenever the Attorney 
General has reason to believe that a State government or unit of local 
government has engaged or is engaging i'1~ a pattern or practice in 
violation of the provisions of this section, the Attorney General may 
brinq a civil action in an appropriate United States district court. 
Such court may grant as relief any temporary restraifning order, pre
liminary or permanent injunction, or other order, as necessary or 
appropriate to insure the full enjoyment of the rights described in 
this section, includinq the suspension, ter1nination, or repayment of 
funds made available under this title, or placing any further pay
ments under this title in escrow pending the outcome of the litigation. 

(d) AGREEMENTS BETWEEN AoENCIEs.-The Secretary shall enter 
into aqreements with State agencies and w-ith other Federal agencies 
a~thorizin,q such agencies to investigate noncompliance with subsec
tzon (a). The agreements shall describe the cooperative efforts to be 
undertaken (including the sharing of ci1Jil rights gnforcernent per
sonnel and resources) to secure cornpliance with this section, and shall 
provide for the immediate notification of the Secretary by the Attor
ney General of any actions instituted under subsection (b) (3) ( 0), 
subsection (c), or under any other Federal civil rights statute or regu
lations issued thereunder. 
SEC. 123. MISCELLANEOUS PROVISIONS. 

(a) AssURANCES '!'0 THE SECRETARY.-In order to qualify for any 
payment under subtitle A for any entitlement period beginning on or 
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after January 1, 1973, a State government or unit of local government 
must establish (in accordance with regulations prescribed by the Sec
retary, and, with respect to a unit of local government, after an 
opportunity for review and comment by the Governor of the State in 
which such unit is located) to the satisfaction of the Secretary that-

(1) it will establish a trust fund in which it will deposit all pay
ments it receives under subtitle A or D; 

(2) it will use amounts in such trust fund (including any 
interest earned thereon while in such trust fund) during such rea
sonable period or periods as may be provided in such regulations; 

[ ( 3) in the case of a unit of local government, it will use amounts 
in such trust fund (including any interest earned thereon while in 
such trust fund) only for priority expenditures (as defined in 
section 103 (a)), and will pay over to the Secretary (for deposit 
in the general fund of the Treasury) an amount equal to 110 per
cent of any amount expended out of such trust fund in violation of 
this paragraph, unless such amount is promptly repaid to such 
trust fund (or the violation is otherwise corrected) after notice 
and opportunity for corrective action;] 

( 4) it will provide for the expenditure of amounts received 
under subtitle A only in accordance with the laws and procedures 
applicable to the expenditure of its own revenues; 

(5) it will-
( A) use fiscal, accounting, and audit procedures which 

conform to guidelines established [therefor], in conformity 
with subsection (c) of this section, by the Secretary (after 
consultation with the Comptroller General of the United 
States), and conduct independent financial audits in accord
ance with generally accepted auditing standards as required 
by paragraph (23) of such subsection, 

(B) provide to the Secretary (and to the Comptroller Gen
eral of the United States), on reasonable notice, access to, and 
the right to examine, such books, documents, papers, or rec
ords as the Secretary may reasonably require for purposes of 
reviewing compliance with this title (or, in the case of the 
Comptroller General, as the Comptroller General may reason
ably require for purposes of reviewing compliance and oper
ations under su'bsection (c) ( 2) ) , and 

' (C) make such annual and interim reports (other than 
reports required by section 121) to the Secretary as he may 
reasonably require; 

( 6) all laborers and mechanics employed [by contractors or 
subcontractors] in the performance of work on any construction 
project, [25 percent or more of the costs of which project are 
paid] which is .fwnded in whole or part out of its trust fund estab
lished under paragraph (1), will be paid wages at rates not less 
than those prevailing on similar construction in the locality as 
determined by the Secretary of Labor in accordance with the 
Davis-Bacon Act, as amended ( 40 U.S. C. 276a-276a-5), and that 
with respect to the labor standards specified in this paragraph the 
Secretary of Labor shall act in accordance with Reorganization 
Plan Numbered 14 of 1950 (15 F.R. 3176; 64 Stat.1267) and sec-
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tion 2 of th~ Act of June 13, 1934[, a's amended] ( 40 U.S.C. 276c) 
, except that nothing in this subsection shall be construed to 
cove1· 'W01'k perfoJ"Jned by a state or local ju1isdiction with its own 
regulm', permanent laborers or mechanics; 

(7) individuals employed by it whose wages are paid in whole 
or in part out of its trust fund established under paragraph (1) 
will be paid 'vages which are not lower than the prevailing rates 
of pay for persons employed in similar public occupations by the 
same employer; and · 

(8) in the case of a unit of local government as defined in the 
second sentence of section 108 ( cl) ( 1) (relating to governments of 
Indian tribes and Alaskan native villages), it will expend funds 
received by it under subtitle A for the benefit of members of the 
tribe or village residing in the county area from the allocation of 
"-hich funds are allocated to it under section 108 (b) ( 4). 

Paragraph (7) shall apply with respect to employees in any category 
only if 25 percent or more of the wnges of all employees of the State 
government or unit of local government in such category are paid from 
the trust fund established by it under paragraph (1). 

(b) IV l'rH HOLDING OJ<' PAY:UENTS.-If the Secretary determines that 
a State government or unit of local government has failed to comply 
substantially with any provision of subsection (a) or any regulations 
prescribed thereunder, after giving reasonable notice and opJ?ortunity 
for a hearing to the Governor of the State or the chief executive officer 
of the unit of local government, he shall notify the State government 
or nnit of local government that if it fails to take corrective action 
within 60 clays from the elate of receipt of such notification further 
payments to it will be withheld for the remainder of the entitlement 
period and for any subsequent entitlement period until such time as 
the Secretary is satisfied that appropriate conective action has been 
taken and that there will no longer be any failure to comply. Until he 
is satisfied, the Secretary shall make no further payments of such 
amounts. 

(c) AccouNTING, AUDITING, AND EvALUATION.-
(!) IN GENJ<~RAL.-The Secretary shall provide for such [ac

counting and auditing procedures] audits, evaluations, and re
Yiews as may be necessary to insure that the expenditures of funds 
received under subtitle A or D by State governments and units of 
local government comply fully with [the] requirements of this 
title. Such audits, evaluations, and reviews shall include such inde
pPndent . audits as may be required pursuant to paragraph (2). 
The Secretary is authorized to accept an audit by a [State of such 
expe!1ditures of a] State government or unit of local government 
of its empenditures if he determines that such audit ·was conducted 
in compliance 'With paraqraph (23), and that such audit and the 
audit procedures of that State government or unit of local go'oern
ment are sufficiently reliable to enable him to carry out his duties 
under this title. 

[(2) CoMPTROLLER GENERAL SHALL REVIEW COMPLIANCE.-The 
Comptroller General of the United States shall make such reviews 
of the work as clone by the Secretary, the State governments, and 
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the units Q£ local government as rnay b~ necessary foe ,_the .Con
gress to' evaluate compliance and· operations under thirt· title.] 

.. ( ~) .I NDEPELYDENT AUDfTS.-The Sec1'etary shall, · after consttltac 
tion 'with the 00111ptrolterGerteral, JYI'Omulgate regulations to take 
effect not later than March 31, 1977, which shall require that each 
State governnwnt and unit of loral governmmU receiving funds 
under subtitle A or D conducts during each fiscal year an audit 
of its financial accounts in accordance with gerwrally accepted 
auditing standards. Such regtdations shall include such provi
sions as rnay be necessary to assure, independent audits are c~m
ducted in accordance 'with such standards, but may provzde, 
for less formal revie1os of financial information, or less frequent 
audits, to the extent necessary to ensure that the cost of such 
audits not be unreasonably burdensome in relation to the entitle
ment of such State government 01' unit of local government to 
funds available under subtitles A and D. Such regulations shall 
further pro'Vide for the availability to the public of fi1tancial 
statenwnts and reports on audits or informal reviews conducted 
under this· paragraph for inspection and reproduction as publiu 
documents. · 

(~) . CollfP'rROLLEH GEY:ImAL SHALL TIEVlEW COMPLIANCE.-The 
Comptroller General of the.rnited States shall make such reviews 
of the work as done'by the Secretary, the State goYernments, and 
the m'l~ts of local g_m·etnment as may be necessar;y: fo~· the Congress 
to evama;te comphance and operatwns under tlns title. 

(d) REPORT oF TilE' Seci:~fTARr OF THE' TRF:ASURY.- The Secretary 
of the 1'Teasury; shall include 1oith the nport required under Section 
105 (a) a report to the Congress on the i11iplementation and adminis
t?•ation of this Act during the p1'eceding 'fiscal year~ Such report shall 
include, but not be limited to: a cornprehensive mul detailed analysis 
of the following: 

(1) the nwasures taken to emnply .~oith section 1132, incbuding a 
descr·iption of tlie nature and extent of any noncompliance and the 
status of all pending cornplaints; 

(13) the extent to 'which ciHzens in recipient jurisd'ictions have 
beconw invo'Cved in the decisions determining the expenditu1'e of 
btnds received under stbbtitles A and D J. 

(3 ) the extent to which ndpient jw'isdictions have oomplied 
1bith section 1133, including a description of the natu1·e and extent of 
any noncompliance and of measures taken to ensure the i-ndepend
ence of audits conducted pu!l'suant to subsection (c) of such section,-

(4) the mannfYI' in which funds distributed 1.tnder subtitles A 
and D ha?ue been used, inc~uding the 1wt fiscal impact, if any, in 
recipient jurisdictions; and 

(5) significant problerns arising in the administration of the Act 
and proposals to ~·enwdy su.ch proble'm8 through appropriate 
legislation. 

(e) PROlllBITION OF Use FOR LoBBYING PuRPOSEs.---'-No State govern
mm~t or• unit of local governme11t may use; directly or indi'll'ectly, any 
pa1•t of the funds it recei1.!es 1tnder S1.tb•title A or D fqr the purpose of 
lobbying or other activities i11tended to influence any legislation J'e
garding the provisions of this Act. For the purpose of this subsection, 
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dues paid toN ational or State associations shall be deenwd not to have 
been paid from ju11ds received 1.t1uler subtitle A or D . 

SEC. 124. COMPLAINTS AND COMP(--IANCE REVIEWS. 

By March 31, 1977, the Secretary shall promulgate J'egulations 
establishing-

(1) reasonable and specific tinw limits for the Secretary or the 
a11propriate cooperating agency to respond to the filing of a com
plaint by any person alleging that a State government or unit of 
local goY1Jernment is in violation of the provisions of this Act, in
cluding tinw limits for instituting an investigation, making an 
appropriate determination 1oith respect to the allegations, and ad
vising the complaina11t of the status of the complaint; and 

(~) reasonable and specific time limitfl for the Secretary to con
duct audits and J'eviews of State governnwnts and units of local 
government for compliance 1oith the provisions of this Act. 

SEC. 125. PRIVATE CIVIL ACTIONS. 
(a) In any action brmtght to enforce compliance 1oith any pr01;ision 

of this Act, the court may grant to a pl'evailing plaintiff reasonable 
attoPney fees except whe1'c tl1e laws1.tit is f rivolmts, vexatious, b·Pought 
for harassnwnt pu1•poses , or b1·ought principally for the p~aposc of 
ga.ining attorney fees. . 

(b) INTERVENTION m - ArTOR.YAT 0ENER.1L.-ln any action brought 
to enforce compliance with any provision of this Act, the Attorney 
General, or a specially designated assistant for OJ' in the 11rcr1w of the 
United States, may intervene ttpon timely application if he certifies 
that the action is of geneml public impm'tanre. In such act'lon the 
United States shall be entitled to the sa11?,e relief as if it lwd·inst?:ttttecl 
the action. 

Subtitle C-General Provisions 

SEC. 141. DEFINITIONS AND SPECIAL RULES. 
(a) s ·ECRETARY.-For purposes of this title, the term "Secretary"' 

means the Secretary of the Treasury or his delegate. The term "Secre
tary of the Treasury" means the Secretary of the Treasury personally, 
not including any delegate. 

(b) ENTI'l'LEMENT PERIOD.-For purposes of this title, the term 
"entitlement period" means-

(1) The period beginning January 1, 1972, and ending June 30, 
1972. 

(2) The period beginning July 1, 1972, and ending Decem
ber 31, 1972. 

(3) The period beginning January 1,1973, and enging June 30, 
1973. 

( 4) The one-year periods beginning on July 1 of 1973, 197 4, and 
1D75. 

( 5) The period beginning July 1, 1976: and ending Decem
ber 31, 1976. 

(6) The period beginning on January 1,1977, and e11ding Sep
tember 30, 1977. 

(7) The one-year periods beginning on October 1 of 1977, 
1978, and 1979. 
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"' (c) D~sTR~CT bF . CoL~llmrA.-For 1)ln·poses of this title, the District ' 
of Columbia sh·an be treated both- ' 

( 1) as a State (and any reference to the Governor of a State 
shall, in the case of the District of Columbia, be treated as a ref
erence to the Mayor of the District of Columbia), and 

(2) as a country area which. lias no units of local government 
. (other than itself) within its geographic area. 
SEC. 142. REGULATIONS. 

(a) GEXERAL RuLE.- The Secretary shall prescribe such regulations 
as 1nay be necessary or app'ropriate to carry out the provisions of this 
title. 

(b) AD:m'NiST'RATIYE PROCEDURE Am To APPLY.-The rulemaJcing 
provisions of subchapter II of chapter 5 of title 5 of t'he United States 
Code shall apply to the regulations prescribed under this title for en
titlement periods beginning on or after January 1, 1973. 
SEC. 143. JUDICIAL REVIEW. 

(a) PF:TITIONS FOR REVIEw.-Any State which receives a notice of 
reduction in entitlement under section 107 (b), and any State or unit 
of local government which receives a notice of withholding of pay
ments under section [104(b) or] 123(b), may, within 60 days after re
ceiving such notice, file with the United States court of appeals for 
the circuit in which such State or unit of local government is located 
a petition for review of the action of the Secretary. A copy of the peti
tion shall forthwith be transmitted to the Secretary; a copy shall also 
forthwith be transmitted to the Attorney General. 

(b) RECORD.-The Secretary shall file in the court the record of the 
proceeding on which he based his action, as provided in section 2112 
of title 28, United States Code. No objection to the action of the Sec
retary shall be considered by the court unless such objection has been 
urged before the Secretary. . 

(c) JuRISDICTION OF CouRT.-The court shall have jurisdiction to 
affirm or modify the action of the Secretary or to set it aside in whole 
or in part. The findings of fact bythe Secretary, if supported by sub
stantial eYidence contained in the record, shall be conclusive. How
m·er, if any finding is not supported by substantial evidmice containecl 
in the rrcord, the court may remand the case to the Secretary to 
take further evidence, and the Secretary may thereupon make ne'v or 
modified findings of fact and may modify · his previous actions. He 
shall certify to the court the record of any further proceedings. Such 
new or modified findings of fact shall likewise be conclusive if sup
ported by substantial evidence contained in the record. 

(d) REviEW BY SuPREME CouRT.-The judgment of the court shall 
be subject to review by the Supreme Court of the United States upon 
certiorari or certification, as provided in section 1254 of title 28, 
United States Code. 
SEC. 144. AUTHORITY TO REQUIRE INFORMATION ON INCOME TAX 

RETURNS. 
(a) GENERAL RuLE.-

(1) lKFORMATIOX WITH RESPECT TO PL.."-CE OF RESIDENCE.-Sub
part B of part II of subchapter A of chapter 61 of the Internal 
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Revenue Code of 1954· (relating to income tax returns) is amended 
by adding at the end thereof the following ne\Y section: 

"SEC. 6017A. PLACE OF RESIDENCE. 
"In the case of an, individual, the information required on any 

return with respect to the taxes imposed by chapter 1 for a11y period 
shall include information as to the State, county, municipality, and 
any other unit of local government in which the taxpayer (and any 
other individual with respect to whom an exemption is claimed on such 
return) resided on .one or more dates (determined in the manner pro
vided by regulations prescribed by the Secretary or his delegate) 
during suchperiocl." , . . 

(2) CLERICAJJ AMEXDMEXT.-The table of sections for such 
subpart B is amended by adding at' the end thereof the following: 

"Sec. 6017A. Place of residence." 

(b) CIVIL PENALTY.-
(1) Ix GENEHAL.-Subchapter B of chapter 68 of the Internal 

Revenue Code of 1954 is amended by adding at the end thereof 
the following new section: 

"SEC. 6687. FAILURE TO SUPPLY INFORMATION WITH RESPECT TO 
PLACE OF RESIDENCE. 

" (a) CIVIL PEx ALTY.- If any person fails to include on his return 
any information required under section 6017 A with respect to his 
place of residence he shall pay a penalty of $5 for each such failure, 
unless it is shown that such failure is due to reasonable cause. 

"(b) DEFICIEKCY Pr:ocED'CRES K ur To API'LY.-Subchapter B of 
chapter 63 (relating to deficienc~· procedures for income, estate, gift, 
and chapter 42 taxes) shall not apply in respect of the assessment or 
collection of any penalty imposed by subsection (a)." 

(2) CLERICAL A:A-IEXDMENT.-The table of sections for such sub
chapter B is amended by adding at the end thereof the following: 

"Sec. 6687. Failure to supply information with respect to place of 
residence." 

Subtitle D-Supplemental Fiscal Assistance 

SEC. 161. SHORT TITLE. 
This subtitle may be cited as the "Supplemental Fiscal Assistance 

Act of 1976". 
SEC. 162. PAYMENTS TO STATE AND LOCAL GOVERNMENTS 

Except as otherwise p1'ovided in this title, the Secretary shall, for 
each entitle1nent period beginning on or after J anumy 1, 1977, pay 
mtt of the amownts authorized under section 105 (c) (1) which aTe not 
reser11ed fo1' distribution 1tnde1' subtitle A, and md any odditimwl 
ammmts appropriated under section 163 (b), to each eligible State gov
emnwnt, and to each eligible 1mit of local gave·rnment, an amount de
tennined 1tnder section 16.~ for s?tch period. Sttch payments shall be 
made in vnstallments, but 110t le8s often than once for each qua1'te?', 
and shall be paid not later than 6 clays after the close of each qual'teJ'. 
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Such jJayments .fm' any entitlement jJe1·iod may be initially made on 
the basis of estimates. Proper adjustment shall be made in tlw anwu.nt 
of any payment to a State government 01' a unit of local govmmment 
to the extent that the payments p1'C1;iously 1nade to such government 
wfliler this subtitle ·1.uere in excess of 01' less than the amounts requiPed 
to be paid. 
"SEC. 163. FUNDING. 

"(q) .ENl'fTLEMENT.-There slwll be a;vailable for distrib1dioi1 iin~ 
der ·this snbtitle, as an ent,itlement, any S1tms authoPized under· sec-
tion 105 (c) (1) 'which exceed- . 

"(1) $4.8'75,000,000 for the entitlement pmiod beginning J anu-
a1"Jt1.19'77, and ending Septen-,.ber 3?.1,977)· 01' • 

"(;Z) $6.500,000,00'] fo1' any entztlement penod of J12 1nonths 
duPation thereafter. 

"(b) AuTllORIZATION.-ln addition to the sums available ttnde1' 
subsection (a) there are authorized to be appropriated s·uch sum8 
as Congress 1nay dPem necessa1~1J to adequately fund the progmm 
established by this subtitle. 
SEC. 161. ELIGIBILITY; DETERMINATION OF AMOUNT OF PAYMENTS. 

(a) ELIGIBILITY.-N o State government shall be eligible to ?'eeeive 
payments under this subtitle unless, toith respect to an entitlement 
period, its entitlement under section 167 exceeds its entitlement uncle?' 
section 107. No unit of local go,·ernment shall be eligible to reaeive 
pay11wnts under this subtitle unless, 1oith ?'espect to an entitlement 
period, its entitlement under section 168 exceeds its entitlement under 
section 108. 

(b) PAYJIENT OF EXCEss.-Except as p1·ovided in subsection (e) the 
Secretary shall ]Jay-

(1) to each Stcde govmvnment eligible ttncler subsection (a), an 
amount eqttal to the amount by 'which its entitle'J'IU'3nt u.nder sec
tion 167 exceed~ its (Jntitlement undc1" MOtion 107/ q,nd 

(~) to each unit of local governnwnt eligible u1uler subsection 
(a), an amount equal to the amount by tohieh its entitlm1wnt under 
section 168 exceeds its entitlm1wnt under section 108. 

(e) LIAllTATIONS.-
(1) RATABLI<' REDUCTIONs.-! f the sums available 1!-n(ler section 

163 (a) and (b) .for any entitle1nent period for making paynwnts 
under this wbtitle to State governments and units of local govern
ment are not sufficient to pay in .full the total anwunt of paynwnts 
authorized by subsectlon (b) of this 8ection fo?' that entitle
ment period, then each such payment fo1• 8.1-fOh pe1·iod shall be 
rata~ly reduced. In ease additional fund$ become a1.:ailable for 
mahng such payments fm' any entitlement period du1·ing 1ohich 
the preceding sentence is applicable, such reduced payments shall 
be increased on the same basis. as they were recluoed 

(~) P.-tY.l!L\YT LESS TIIAN $£,500, OR OOT'ERNI.N(J BODY WAI.VES 
PAY_Ll!ENT.-1 f (but for this subparagraph) the payments to any 
umt of local gove1·nment below the lM·el of the county 
government-

( i) 1ooulcl be less than $~,500 .for any entitle1nent period 
($1,875 for an entitlement period of 9 months), or 
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(ii) is 1vaived for any entitlement. period by the governing 
body .of such unit, · 

then the amount of such payment for such period shall (in lieu of 
being paid to such unit) be added to, and shall become a paPt of, 
tlw payment for stwl~ period to the county governnwnt pf the 

,., ,., ·' cq:(frd!( qre«. itp, ~~coNch stwh unit is located. · 
SEC. 165. MANAGEMENT OF FUNDS. 

(a) MANAGI!.'MENT.-
(1) IN GENERAL.-Funds app~·op~·iated pursuant to gection 163(b) 

shall 1•emain {1//)ailable without fiscal yem• lirnitation a;nd, except as 
provided in this title, nwy be used only for the payznents to State and 
local governnwnts as provided by this s-ubtitle. 

(~) REPORT.-The Secretary of the T1'easm'y shall 1'eport to the 
0 ong1'ess not later than January 15 of each year on the operations and 
payments 'under this subtitle eluTing the p1·eceding fiscal year. 

(b) 1'nANSJi'ER ro GENERAL Fmw.-The Secretary shaU frmn time w 
tinw transfer to the .qeneral fund of the TPeasury any moneys available 
fo1' this subtitle which he determines 1oill not be needed to make pay
Jnents to State governments and units of local government under this 
subtitle. 
SEC. 166. COMPUTATION OF ALLOCATION AMONG STATES. 

An w1wu1'bt equal to the am-ott,nt autlW?'ized unde:r section 105(c) 
( 1) for each entitlenwnt period 1-chioh is not reserved for distribution 

U?Jrler thi.s subtitle shall be allocated among the States as follows: 
(a) li.LLOCATIO.v o.v BASIS oF lNCOIIIJf F ACTOR.-F orty percent of an 

Cl.mowd eq-ual to the auwunt authorized under section 105(e) (1) 
fm' any entitlement y;eriocl 1ohich is not re8er'1Wl foP dist?·ibution 
uncle1· this subtitle shall be allocated among the States in the same 
proportion os-

(1) the population .of each State, multiplied by the inemne fac
tor of that State, bears to 

(93) the sum ·of the products determined uncle?' subparagraph 
(1) for rill States. 

(b) ALLOCATION oN BABI.S OF TAx EFFORT FACTOR.-Sixty percent 
of an amount equal to the ammtnt authorized under section 105 (e) ( 1) 
fo1' any entitlement period which is not Pese?'vecl for distribtdion tmde?' 
this subtitle shall be allocated mnong the States in the sa11ne proportion 
as the (Jjnwunt allocable to each State ttndm· 8'ubseoti<m (c) of this 
section bears to the sum of the mnounts allocable to all States tl11de?' 
subsecti011 (c) of this secti011. 

( (;) D E'l'ERMIN AT/ON OF' ALLOCABLE A .illOUNT.-
(1) IN GE'NI!.'RAL.-For purposes of subsection (b) of this sec

tion, the amount allocable to a State under this subsection for any 
entitlement period shaJll be dete1mined under paragraph ( 93), 
except that such amount shall be determined under paragraph (3) 
if the amount allocable to it under paragraph ( 3) is greater than 
the mnount allocable to it under paragmph (93). 

(93) GE.YERAL TAX EFPORT Atl!OUNT.-For purposes of paragraph 
(1), the amount allocable to a State under this paragraph for any 
entitlement period is the amount which bears the same ratio to the 
total (J)?nount allocable under subsection (b) as-
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(A) the population of that State, rnultiplied by the general 
tax effort factor of that State, bears to 

(B) the sum of the products deterrnined under subpara
grapA (A) for all States. 

(3) INCOME TAX E'FFORT Aii!OUNT.-For p~tr:poses of paragraph 
(1), the arnount allocable to a State under th~s paragraph for any 
entitlernent period is the arnount which bears the same ratio to the 
total amount allocable under subsection (b) as-

( A) the population of that State, rnultiplied by the incorne 
tax effort factor of that State, bears to 

(B) the surn of the products deterrnined under subpam-
, graph (A) for all States. . 

SEC. 167. ENTITLEMENTS OF STATE GOVERNMENTS. 

(a) DiviSION BETTVEEN STATE AND LocAL GovERNMENTE.-The State 
governrnent shall be entitled to receive one-third of the anwunt allo
cated to that State for each entitlernent period. The rernaining portion 
of each State's allocation shall be allocated arnong the units of local 
government of that State as provided in section 168. 

(b) STATE llfusT jlfAINTAIN TRANSFERS To LocAL GovERNMENTS.
(1) GENERAL RULE.-1'/w entitlernent of any State governrnent 

for any entitlernent period beginning on or after January 1, 1977, 
shall be reduced by the arnount (if any) by which-

( A) the average of the aggregate arnounts transferred by 
the State governrnent (out of its own sources) during such 
period and the preceding entitlernent period to all units of 
local governrnent in such State, is less than, 

(B) the sirnilar aggregate amonnt for the one-yea?' period 
beginning July 1,1975, or until data on such period are avail
able, the most recent such one-year period for whiclt data on 
S1tch arnounts are available. 

For purposes· of subpm'agrap h (A) , the amount of any reduction 
in the entitlement of a State government under thi8 'subsection 
for any entitlement period shall, for subseqnent entitlement peri
ods, be t1'eated a8 an ammmt tran8frrred by tlw State government 
(out of its own sonrces) durin,t; such period to 1tnits of local gov
ernment in such State. 

(f2) ADJUSTMENT WHERE STATE ASSUMES RESPONSIBILITY FOR CATE
GORY OF EXPENDil'UREs.-lf the State government establishes to 
the satisfaction of the Secretary that since December 31, 1976, it 
has as;;wned ?'esponsibility for a categm'Y of empendit?.tres 1.ohich 
(befo1'e January 1, 1977) was the responsibility of local ·govern-
11uents located in such State, then, under reg1tlations prescribed by 
t'he SPcretary, the a,q,qregate amount taken into account under 

·paragmplt (1) (B) shall be reduced to the extent that i1w-reased 
·' State ,qm·ernment 8pending (out of its · 011Jn 80U?'Ce8) fo?' such 

categm·y has Teplaced corresponding a11wunts 1ohich for the one
year period ntilized for purpose.s of paragmph (1) (B) it tran.s
ferred to u'nit8 of local qovernment. 

(3) ADJUSTMENT WIIERE NEW T4XING POWERS ARE CONFERRED UPON 
LOC4L oovERNMENTS.-lf a State e.striblishes to the satisfaction of 
the Secreta?'Y tlwt 8ince .J an1Jary 1, 1977, one or more units of local 
gm·ernment within such State have had confen·ed upon them new 
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taxing authority, then, undeP ngulations pPescribed by the Secre
tm'y, the aggregate arnmtnt taken into accmtnt under paragraph 
(1) (B) shall be Ped1.wed to the extent of the largerof-

(A) an a11wunt equal to the arnount of the taxes collected 
by ?'eason of the exercise of such new taxing auth,ority by such 
local govePn.ments, or . 

(B) an amount eq~tal to tiLe amo~tnt of the loss of Pevenue 
to the State by .reason of s~tch nmo taxing authority being 
conferred on such loca2 governments. . . 

No cmwuht shall be taken into co?J,sidemtion wuier subpamgraph 
(A) if s?.tch ne1o taxing a1tthority is .an increase in the authorized 
rate of tax u?UleJ' a previously authorized kind of tax, unless the 
State is determined by the Secretary to have decreased a ?'elated 
State tax. · , 

(4) SPECIAL RULli' FOR PERIOD BEGINNING JANUARY 1, 19'/7.-fn 
the cqse of the entitlement period beginning Jan1w.1;y 1, 19'77, 
mul ending September 30, 1977, the aggregate amount taken into 
accownt under pamgraph (1) (A) foP the preceding entitlement 
period and the aggregate amount taken into accmtnt under paTa
graph (1) (B) shall be three-fourths of the amounts 1ohich (but 
for this paragraph) 1omtld be talcen into account. 

(5) REDUCTION IN ENTITLEMENT.-lf the Secreta?'Y has reason to 
belie'ue that pamgmph (1) req1tires a reduction in the entitlement 
of any State government for any entitlement period, he 8hall give 
nasonable notice and opportunity for hearing to the State. If 
thereafter, he detM'm.ines that paragraph (1) nq1tires tlw reduc
tion of such entitlement, he shall also determine the amount of 
such reduction and shall notify tlw Governor of such State of such 
determinations and shall 1oithlwld fTorn sttbsequent payment8 to 
8nch State govermnent under this title an anwunt equal to such 
reduction. 

(6) TRAi\.SFERS 1'0 LOCAL OOVERNii!EN1'8.-An arnount eqttal to the 
reduction ~n the entitlement ofany Sta.te go1·epnnwnt 1ohich results 
from the application of this subsection (after any judicial1·eview 
uncle?' section ll,:J) shall be made available foT dist?·ibution to local 
governments 1oithin the State in accordance with section 168. In 
the event thcd, becawse of limits imposed by section 168, any por
tion of such amount is not p1'opePly allocable to local goveT"nments, 
s1wh portio?], shall be tmnsferPed to the general fund of the 
Treasury.. · 

SEC. 168. ENTITLEMENTS OF LOCAL GOVERNMENTS. 

(a) ALLOCATION AMONG CouNTY AnKAS.-The arnount to be allocated 
to the units of local government 1oithin a 8tatl3 fm' · any entitlement 
period shall be allocated arnong the county areas located in that State 
so t!Lat each cmtnty area 1oillreceive an amount which bear8 the 8ame 
ratio to the total amount to be allocated to the 1i11;its of local go-cern
ment toithin that State as-

(1) the population of that county area, multiplied by the tax 
effort facto?' of that county area, multiplied by the incorne factor 
of that county area. bears to 

(2) tke sum of the JJ1'odtt.cts determined under paragmplz (1) 
for all county a7'eanvithin that State. 
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(b) ALLOC.4TIOn To CouNTY GoveRNAIE.VTs, AfuNICIPALITIEs, Town-
SHIPS, Ere.- · · · · 

. (1) Ooun:rr COVERN.l!ENTs.-The county governm-ent shall be 
allocated that portio1~ of the amount allocated to the cmtnty area 
for the entitlement period under subsection (a) ~vhich bears the 
same ratio to .such amQunt as the adfustPd tames of the county gov
ernment bear to the adju8ted tames of the co-unty government and 
all other unitB of local government located in the county area. 

(52) Ormm UNITS OF f.-OCAL COVERNMEnT.-The amount remain
ing for allocation ~vithin a county area after the application of 
paragmph (1} shall be allocated among the units of local govern
ment (other than the county govemrnent) located in tha~ county 
area so that each rtnit of local governrnent wiU ?'ecei'i•e an amount 
~Dhich bears the same ratio to tlw total amount to be allocated to 
all such un.its as-

( A) the population of that local government, multiplied 
by the taw ef!m·t factor of that local government, multiplied 
by the income facto?' of that local government, bears to 

(B) the sum of the products determined under subpam
graph (A) forallsuchunits. 

(3) Tow.vswP oovERI'WENrs.-lf the county a?'ea includes one or 
more town8hip gortJe?·nments, then such towmhip governments 
shall be treated a.g units of local gove1·nment in making the allo
catio-n prescribed by paragraph (52) of this subsection. 

(4) INDIAN TRlBB8 AND ALASJ(An NATIVE VILLAGES.-/f within a 
State there is an India-n tribe or Alaskan nati1Je village which 
has a recognized go'verning body which pe1;forvms substantial 
gM•e?vnmPntal fwwtlons then before applying subsection (a) of 
this section the1'e shall be allocated to each snch tribe or village 
a portio-n of the amount allocated to that State for the entit7e-
1nent period 1Dhich bem·s the same mtio to such amount as the 
population of such tribe or 1Ji7lage within thai; State bears to the 
population of that State. If this paragraph applies with respect 
to any State for any entitlement period, tl1e total ammmt to be 
allocated to county areas unde1' subsection (a) shall be app1'0pri
ately reduced to reflect the amount (fllocated under the precedinq 
sentence, and the population of any t1·ibe or 1Jillage receiving such 
allocation shall not be counted lm determinil(ig the allocatiQn under 
subsection (a) of the connty area in ~vhich such tribe or 1•illage 
is located. If the entitlement of any such tribe or village is waived 
fo1' any entitleme,nt period by the governing body of that t1•ibe 
o1· 1•illage, then the provisions of this paragraph shall not apply 
with respect to the amount of such entitlement for such period. 

( 5) RuLE FOR SMALL UNITS OF oovBRJr.lfENr.-1 f the Seereta1·y 
determines that in any county area the data available for any 
entitlement period are not adequate for the application of the 
form7tlas set forth in pamgraph (23) with respect to units of local 
government (other than a county g01.·ernment) with a pop'uletion 
below a number (not more than 500) p1·escribed for that county 
area by the Secretary, he may apply paragraph (23) by allocating 
for snch entitlement period to each such unit located in that county 
area an amount which bears the same ratio to the total amonnt to 
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be allocated under pamgmph ( 23) for such entitlement period as 
the pop'ulation of such nnit bears to the popUlation of all units of 
local go'i·ernment in that county area to which alloeations arc 1nade 
under such pa1·agraph. If the preceding sentence applies ~vith re
spect to any county area, the total amount to be allocated under 
paragmph (23) to other units of local govemment in that county 
area for the entitlement period shall be appropriately reduced to 
1'efiect the arrio11nts allocated under the preceding sentence. 

( 6) ENTITLE.llEA'T.-
(A) In GEirEK-tL.-Eweept as otherwise p?'ovided in this 

paragraph, the entitlement of any unit of local government 
for any entitlement pe1'iod shall be the amount allocated to 
suel~ unit under this subsection. 

(B) il{ AX/iliUM PER CAPITA BcVTITLEilfENT.-The per capita 
amo,unt allocated to any county a1·ea 01' any unit of local gov
ermnent (other than a county govermnent) within a State un
der this section for any entitlement peTiod shall not be more 
than 300 percent of t~co-thirds of the amount allocated to the 
State under section 166, divided by the population of that 
State. 

( 0) LniiTATION.-Tlw amount allocated to any u.nit of local 
gover1t1nent under this section for any entitlement period 
shall not emceed 50 percent of the sum of ( i) srtch govern
ment's adjusted tames, and ( ii) the intergovernmental tran8-
fers of re'i·enue to such government (other than transfers to 
such government under tltis subtitle). 

(D) E ;rTITLEAIE'NT LESS TllA.V $2,500, OR GOVE'RNING BODY 
WAirES En'l'lTLB:MENT.-lf (but for this subparagraph) the en
title?nent of any unit of local governrnent below the lM,el of 
the county government-

( i) ~vould be less than $23,500 for any entitlement period 
($1 ,875 for an entitlement period of 9 month8), or 

( ii) is 'waived for any entitlement period by the gov-
erning body of such ru~it, · 

then the amount of such entitlernent for such period shall (in 
lieu of being ]Jaid to such unit) be added to, and 8hall be
came a. a part of, the entitlement foP such period of the county 
government of the county area in which such unit is located. 

('7) ADJUS',l'MA'N 'L' OF li'N'L'l1'U '.MRnT.-

( A) Lv c~t:NERAL.-ln adjusting the allocation of any county 
area or '!,(nit of local government, the Secretm·y shall nw]ce 
any adjUBtrnent 1'equired undm' paragmph (6) (B) first, any 
adiustm.971t required uncle?' paragraph ( 6) ( 0) newt, and any 
adjrtstrnent 1'equired under paragraph (6) (D) la,~t. 

(fl) ADJU81WEn1' FOR APPLICATION OF MAXIMUM PER CAP/Ti! 
EX1'ITLF<'.l£F:.u.-The secretary shall adjust the allocation 11wde 
under this section to county areas 01' to units of local govern
ments in any State in order to bring those allocations in com
pliance with the provisions of pamgraph (6) (B). In makin.q 
sttch adjustments he shall make any necessary adjUBtments 
with 1'espeet to county m·eas before making any necessary 
adjrlstmt?nts tcith respect to units of local government. 
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(C) ADJUSTMEJrT FOR APPLICATION OF LIMITATIOLY.-fn any 
case in which the amount allocctted to a unit of lo,.cal gm;e1'1~
ment is 1·educed wuleP paragraph ( 6) (C) by (he Secretwvy, 
the amount of that Pedttction-

( i) in the case of a unit of local government ( oth,e1• 
than a county govm'11ment), shall be added to and in
crease the allocation of the county gm,ernrnent of the 
county area in 1ohich it is located, unless (on accmtnt of 
the application of paragraph (6)) that county govern-
ment may not Peceive it, in which case the amount of 
the ?·eduction shall be added to and inrrrease the entitle
ment of the State govePnment of the State in 1ohich that 
unit of local government is located; and 

(ii) in the case of a county government, shall be added 
to and incTease the entitlement of the State gm;m·mnent 
of the State in which it is located. 

SEC. 169. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF 
ALLOCATION FORMULAS. 

(a) IN GRNERAL.-For the purposes of this subtitle-
(1) PoPULATION.-P()pulation shall be dete1'1nined on the same 

basis as resident population is detePmined by the BuTeau of the 
Census for geneTal statistical puTposes. 

(92) ExEMPT INCOME.-Exempt income shall mean one-fmtTth of 
the annual income designated by the BuTeau of the Census as 
the low income level for a family of four persons. 

(3) AGGREGATE EXEMPT INCOME.-AggTegate exempt income for 
any unit of government shall mean the popUlation of that ttnit 
m1-tltiplied by exempt income as defined in paragraph (92). 

(4) lLYCOilfR.-lncome means total money income from all 
sources, as detern~ined by the BuTeau of the Census, joT general 
statistical purposes. 

(5) DATES FOR DETERJIININO ALLOCATIONS AND ENTITLRLllENTS.
Except as p1'0'uided in ?'egttlations, the determination of allocations 
and entitlmnents joT any entitlement peTiod shall be made as of 
the first day of the third n~th immediately p1•eceding the begin
ning of such period. 

(6) fNTEROOVERll"tllENTAL TRANSFEBS.-The intergOVe1'17mental 
tTansjePs of Tevenue to any govern1nent are the amounts of reve
mw Teceived by that government from other gove1•nments as a 
share in financing (oT as reirnbunement foT) the performance 
of govemmental functions, as deterrnined by the Bureau of the 
Census foP general statistical purposes. 

(7) DATA USEDi UNIFORilllTY OF DATA.- ' 
(A) GENERAL RULE.-Except as pTovided in subparagraph 

(B), the data 7tSed shall be tlw 1nost recently available data 
, provided by the B7treau of the Census or the Department of 

Commerce, as the case may be. 
(B) UsE OF ESTILliATEs, ETc.-1Vhe?'e the SecrefaTy deter

mines that the data referred to in subparagraph (A) are 
not cun·ent enough or are not comprehensive enough to pr()-
1•ide for equitable allocations, he slwll use such additional data 
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.(inCluding data based on estimates) as may be provided for 
in 1·egUlations. 

(b) INCOME FACTOR.-
(1) The income factor f()r a State, county area, or unit of local 

government is a fraction-
( A) the numerator of which is-

( i) the num . .ber of persons in families in that State, 
county area, 01' unit of local govemment below the low
income level, ]Jlus the number of unrelated individuals 
65 years ()ld 01' over below the low-income level, plus 

( ii) the mtmber of persons in families with incomes 
bet1ceen 100 percent and 1925 percent of the low-income 
level residing in a central city of an urbanized area within 
that State, county area, or unit of local govemment, plus 
tlw nu1nber of unPelated individuals {]5 years old 01' over 
who have incomes between 100 percert.t and 1925 percent 
of the low-income level residing in a central city of an 
urbanized area within that State, county area, or unit of 
1 ocal go1;ernment; anrl 

(B) the den01ninator of 1ohich is the number of persons in 
families in that State, county area, or unit of local govern
ment plus tlw num,ber of unrelated individuals 65 years old 
and over. 

(92) The terms used in paragraph (1) are defined in accordance 
with tlw definitions used by the Bureau of tlw Census joT general 
statistical purposes. 

(c) GENERAL 'TAx EFFORT FAcToR oF qTATEs.-
(1) IN GENERAL.-For purposes of this title, the general tax 

effort factor of any State for any period is---: .. . · · · .. 
.(.AJ the net. a1nount collected from the State and local taxes 

of'such State during the 11wst recent repo1·ting year, divided 
by . ' 

·(B) tlw aggregate inc01ne, as def.ned in paragraph (4) of 
subsection (a), attributed to such State for the same period, 
minus the aggregate exempt income attributable to such State 
for the same period. 

(f2) STATE' AND LOCAL TAXES.-
(A) TAxEs TAKEN INTO ACCOUNT.-The State and local 

taxes taken into account ttnder paragraph ( 1) are the com
pulso1'Y contributions exacted by the State (or by any unit 
of local government or other political subdivision of the 
State) for public purposes (other than em,p~oyee and em
ployer assessments and contributions to finance retirement 
and social insurance systems, and other than special assess
ments for capital outlay), as such contributions are dete?'
mined by the Bureatt of tlw Census for geneml statistical 
purposes. 

(B) MosT RECENT REPORTING YEAR.-The rnost recent 1'e
portmg year wit!~ respect to any entitlement period consists 
of the years taken into account by tlw Bureau of the Census 
in its most recent general determination of State and local 
taxes made before the close of such period. 

.... ~~ ~ ..... 
~' 
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(d) INCOME TAx CoLLECTIONS OF STATES.-Tlw income tam collec
tionS' attributed to any State for any entitlement period shall be equal 
to the net amount collected from the State individual income tam of 
s~tch State du1-ing the last calendar year ending before the beginning 
of such entitlement pe1·iod. The individttal income tam of any State is 
the tam imposed upon the income of inditviduals by that State and de
scribed as a State income tam 1mde1' section 164(a) (3) of title f36, 
United States Code. 

(e) INCOME TAx EFFORT fi'ACTOR.-The incmne tam effort factor of 
any State for any entitlement period is-

(1) theincome tam collections of that State as defined in sub
section (d), divided by 

(2) the aggregate income, as defined in paragraph (4) of sub
section (a) attributed to such State for the same period, minus 
the agg1·egate emempt income attributable to such State for the 
same pe1-iod. 

(f) TAx EFFORT FACTOR OF CouNTY AREA.-For purposes of this 
title, the tam effort factor of any cmtnty area for any entitlement 
period is-

(1) the adJusted taxe8 of the county government plus the ad
justed tames of each other unit of local government within that 
county area, divided by · 

(2) the 'greater of 
(A) the aggregate income (as defined in paragraph (4) of 

subsection (a) ) attributed to that county area, minus the 
aggregate emempt income attributable to that county area, or 

(B) one-half the aggregate emempt income attributable to 
such county area for the same pe·riod. 

(g) TAx EFFORT FACTOR OF UNIT OF LoCAL GovERNMENT.-For pur
poses of this title-

(1) IN GENERAL.-The tam effort factor of any unit of local gov
ernment for any entitlement period is-

( A) the adjusted tames of that unit of local government, 
divided by .. 

(B) the greater of-
(i) the aggregate income (as defined in paragraph (4) 

of subsection (a)) attributed to that unit of local gov
ernment, minus the aggPegate emempt inco1ne attributa
ble to that unit of local ,government, or 

( ii) one-half the agg1'egate emempt incmne attributable 
to such unit of local government for the same period. 

(2) ADJUSTED TAXES.-
(A) IN GENERAL.-The adjusted tames of any unit of local 

government are- . 
(i) the compulsory contributions emacted by such gov

ernment for public purposes (other than employee and 
employl31' assessments and contributions to finance Pe
tirement and social ·inMtrance systems, and other than 
special assesMnents for capital outlay), as such contribu
tions are determined by the Bureatb of the Census for 
general statistical purposes, 

( ii) adJusted (under regulations prescribed by the 
Sec1·etary) by emcluding an amount equal to that por-

_.· ') 1 r ~ • 
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tion of such cmnpulso7'1J contributions which is properly 
allocable to empenses foP education. 

(B) CERTAIN SALES TAXES COLLECTED BY COUNTIES.- I n any 
case where-

( i) a county govePnment emacts sales tames 'within the 
geographic aPea of a unit of local govern1nent and trans
fers part or all of such tames to such unit without specify
ing the pu.rposes for which stwh unit may spend the reve
nues, and 

(ii) the GovenwP of the State notifies the Secretary 
that the requirements of this subparagraph have been 
rnet with respect to such tames~ 

then the tames so transferred shall be treated as the tames of 
the unit of local government (and not the tames of the county 
government). 

~ - :- .1.. ,.1 ~. 
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DISSENTING VIE,VS OF HO.N. J~-\..CK BROOKS 
CONCURRED IN BY RON. JOHN MQSS 

In exercising its new jurisdiction over this important legislation for 
the first time, the Committee on Government Operations has, I believe, 
fulfilled its obligation to the House in a highly responsible manner. 
The committee has had the benefit of a wide variety of information, 
practical experience, expert opinion and scholarly research in making 
its recommendation for the continuation of the State and Local Fiscal 
Assistance Act. In some respects H.R. 13367 is an improvement over 
the current program. But my disagreement with the fundamental con
cept of revenue sharing is so basic, I am unable to support it. 

My opposition is based mainly on a deep concern over the effect 
revenue sharing is having on our representative system of government. 
I am also disturbed by its impact on federal spending and borrowing. 
And I am dismayed and disheartened by the willingness of its sup
porters to overlook even its most glaring defects in their eagerness to 
perpetuate this pernicious program. 

ADVERSE EFFECT ON SYSTEM 

Until the enactment of the State and Local Fiscal Assistance Act in 
1972 the principle that those who spend the taxpayers' money should 
have the responsibility of raising it was so firmly established as to be 
virtually unquestioned. It is, after all, merely an extension of the rally
ing cry, "No taxation without representation!" that played so large a 
part in establishing the 200 years of independence '.ve are now cele
brating. 

It is tlie representatives of the people who vote to levy the city, state, 
and federal taxes people must pay. Until now, they have been account
able for spending only the revenue they have raised. But the $6.65 bil
lion handed out each year to state and local units of government 
through revenue sharing is spent by officials who have no responsibility 
for collecting it. Such a division of responsibility strikes a heavy blow 
at our form of government. 

Revenue sharing also marks a fundamental departure from Con
gress' constitutionally assigned role of providing for "the general wel
fare of the United States" through its taxing power. That used to mean 
that m.oney appropriated from the national Treasury was used in pur
suit of national goals and policies. But Congress is now using its power 
of the purse to provide for the collection of garbage in one city, the 
payment of policemen in another, and the construction of a swimming 
pool in a third. If this were being done as part of a national attack on 
problems connected with waste management, law enforcement, or the 
development of recreational facilities it would be in keeping with Con
gress' responsibilities. But to be paying for them simply because offi-

(80) 
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cials in those cities have been given drawing rights on the U.S. Treas
ury through revenue sharing is a drastic distortion of our federal 
system. 

But the gravest danger to our federal system I see in revenue sharing 
lies in the growing dependence of the cities on this aid. In the few short 
years the funds have been flowing, and at a time when they amount to 
only a small percentage of most cities' budgets, they have already be
come indispensable, if we can believe the local government officials who 
have been besieging the committee during its consideration of H.R. 
13367. Even the slightest reduction in the funds, we were told, would 
cripple their ability to render vitally needed services. 

One of the arguments used to encourage passage of revenue sharing 
in 1972 was 'that it would reverse the trend toward centralized govern
ment. If anyone still believes that, a reading of H .R. 13367 should be a 
sobering experience. It is an inescapable fact in government that he 
"-ho pays the piper calls the tune. And sooner or }ater 38,000 local units 
of government-90 percent of which never had a direct link with 
vV ashington before revenue sharing-will suddenly learn to their dis
may that those revenue sharing funds were not "free" after all. 

As one who bel.ieves strongly in the need for local government to be 
as strong and independent as possible, I can only watch in sorrow and 
wonderment as offiC-ials of these communities struggle and strain to 
tug this Trojan Horse inside their city gates. 

FISCAL IMPACT 

Revenue sharing is one of those programs that has benefited im
mensely from its name. The idea of the federal government sharing 
its riches with the states and cities is very appealing. It might even be 
logical in prosperous times. But when the federal government is run
ning a $7 4 billion deficit in one year and there is no prospect of it 
turning a surplus 'in 'the foreseeable future, it is proper to ask, what 
revenue is there to share~ 

The fact is the federal government is borrowing approximately 
20 percent of what it is spending this year. " Then revenue sharing was 
enacted it was argued that the federal government's more efficient 
tax collecting machinery made the program desirable. But what the 
recipients of revenue sharing were really counting on was the federal 
government's borrowing capacity. Many states and most cities have 
constitutions or charters that prevent them from going into debt. Not 
so the federal government. The national debt now stands at some
thing over $600 billion, and every quarterly allocation of reyenue 
sharing money adds to it. 

It is true that other government programs in these times are also 
financed in part by borrowed funds. But it is also true that Congress 
has a chance to examine these programs, weigh them against each other 
and against the limited resources available, and decide how much to 
allot to each one. But this basic exercise of its authority is denied to 
Congress when it comes to reyenue sharing. The 1972 act committed 
Congress to an outlay of $30 billion over five years and H.R. 13367 
would continue that open door policy at the T1·easury until October, 
1980. For Congress to lock up its largest domestic spending program at 
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a time when the cost of government is causin~ serious and widespread 
concern is not only unjustified, but incomprehensible. An amendment 
to H.R. 13367 to bring revenue sharing into the regular appropriation 
process will have my vigorous support. 

Measured against the promises and expectations of 1972, revenue 
sharing has come up short in many respects. It has not increased citi
zen involvement in local affairs. It has not strengthened or revitalized 
local government or made it more responsive. It has not improved con
ditions in the cities. To a great extent, the money has simply disap
peared without a trace. 

Instead of pouring out $6.65 billion indiscriminately to every state 
and local judsdiction we should be using our severely limited funds 
to attack specific m·ban problems. That is the proper role for Congress. 

JACK BROOKS. 
JOHN E. Moss. 

SUPPLEMENTAL VIEWS OF HON. DANTE B. F ASCELL 

I support the bill approved by the committee and urge its adoption 
by the House. 

The bill includes several important reform provisions intended to 
help redress a number of defects found during the first years of oper
ation of the general revenue shar-ing l?rog-ram. The inclusion of these 
reforn1s--in such areas as greater eqmty in the distribution of ftmds, 
increased opportunities for citizen participation in the budgeting of 
funds at the State and local levels, and strengthened protection of civil 
rights in the use of funds--is welcomed by those who have been work
ing to correct the program's flaws. 

At the same time, the bill does not resolve all of the problems in
herent in the general revenue sharing l?rogram to date. These areas 
should receive further attention as the b1ll proceeds through the legis
lative process. 

I am concerned about the committee's decisions on the duration of 
the program and the type of f1mding. The bilJ provides for an entitle
ment over the next 33,4 years at an annual rate of $6.65 billion. This 
is considerably less than the 53,4-year extension sought by the Adminis
tration, but it still does not satisfy those who feel that the program 
should be subject to the annual appropriation review of Congress. 

A better approach would be to combine both concepts. The bill 
should provide for 3% years of authorization and appropriation, with 
annual reviews thereafter. The reviews should be conducted on a three
year forward basis, however, so that each jurisdiction would know 
what it would be getting each year, long enough in advance to plan 
intelligently for the wisest use of funds. Under such a system, $6.65 
billion could be authorized and appropriated by the bill for each year 
through Fiscal Year 1979, and startmg in January, 1977, Congress 
would begin the consideration of authorization and appropriation for 
Fiscal Year 1980. 

Such a system would bring the program back under the normal legis
lative process and enable the authorization, appropriation. and budget
ing committees to work their will. The next Congress could decide to 
abandon the program after September 30, 1979, expand it, or main
tain it at the same level. 

This approach is embodied in H.R. 10319, a bill which I introduced 
on October 22, 1975, to implement reforms sought by a number of pub
lic interest organizations based on extensive studies of the program. 
Although this provision is not included in the committee bill, it does 
contain major elements of other reforms sought by my legislation. 

The committee bill's strong and specific provisions for citizen par
ticipation will go far toward eliminating ills in the use of funds at 
the local level. The expanded anti-discrimination section will provide 
new assurance that the rights of minorities, women, the handicapped 
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and the elderly will be protected. The bill also contains a start toward 
the modernization of State and local governments, through the inclu
sion of a statement of policy on behalf of consolidations and other 
steps that could increase the economy and efficiency of State and local 
governments. 

An important change is the formula revision which is a compromise 
between the existing mechanism and the principles set forth in 1-I.R. 
10319. The committee bill provides for the distribution of $6.5 billion 
under the existing formula, which uses per capita income data as a 
measure of need. The remaining $150 million would be distributed 
under a revised formula using the percentage of the population below 
the poverty level in each jurisdiction as the measure of need. 

The effect of the formula revision is to assure that each jurisdiCtion 
will be "held harmless" to the amount it would receive by continued 
use of the existing formula at an annual rate of $6.5 billion (the 
actual funding level during calendar 1976). Thus, no city or State 
will lose funds because of the formula change. 

During the committee's discussion, those who favored a simple exten
sion of the existing formula pointed out that under the revision some 
jurisdictions would "lose" funds they would otherwise receive under 
the old formula at a $6.65 billion spending level. It is important to 
note, however, that such a "loss" is only theoretical, since the revenue 
sharing program has never been funded at $6.65 billion for a full year. 
The $6.65 billion figure represents an annualization of the funding 
level of the last six months of calendar 1976. Since jurisdictions have 
never actually received such a sum, they could not "lose" it under the 
formula change. A more accurate comparison would be between the 
$6.5 billion actually received in1976 and the $6.65 billion to be received 
during 1977 and future years under the committee bill. This would 
sh?~ all jurisdictions unharmed by the change, and many jurisdictions 
gammg. 

The '$150 million to be distributed under the revised formula would 
be shared by jurisdictions which gain throng~ use of the poverty 
standard. Studies have shown that poverty data 1s a more accurate re
flection of need than per capita income, since many jurisdictions with 
relatively high per capita income levels actually have high needs for 
services as well. The formula change would help city and poor rural 
areas with high proportions of poverty. 

1Vhile the provisions of H.R. 13367 as revised by the committee make 
important improvements in the program, I feel that Congress should 
maintain close oversight in the future so that any further reforms can 
be adopted as needed. Hopefully, the committee bill wiil lay the 
groundwork for continuation of the general revenue sharing program 
in a manner that will meet the best interests of all Americans. 

DANTE B. F ASCELL. 

SUPPLEMENTAL VIEWS OF HON. BENJAMIN S. 
ROSENTHAL 

One common refrain heard throughout the committee's considera
tion of this bill was the need to reenact the general revenue sharing 
bill with virtually no changes. I feel this is a sad commentary on the 
legislative process. Surely, after five years of experience in the dis
tribution of over $30 billion to state and local governments, there 
are numerous refinements and improvements which could be made 
in this program. 

Fortunately, the bill does incorporate several valuable changes. 
One is an amendment I introduced to encourage states to take steps 
to modernize and revitalize state and local government structures and 
procedures. This is discussed below. 

But various other thoughtful and beneficial proposals fell victim 
to the "hands-off" pressures. I intend to offer one of the most important 
of these on the floor. It addresses a major problem posed by the 
figures used in the allocation formula-the systematic undercounting 
of certain state residents. The amendment failed in committee on a 
17-21 vote. 
Population Unde1·count and Illegal Aliens 

The Bureau of the Census estimates that 2.5% of the nation's 
citizens (approximately 5 million Americans) and virtually all of 
the country's illegal aliens (as many as 8 million persons) were missed 
in the last census. The B nreau is in the midst of studies which hopefully 
will permit a state-by-state breakdown of this population. This 
amendment simply says that if these studies result in reliable figures, 
the number should be included in each state's population. 

Citizens missed by the census tend to be those who make great 
use of government services-the needy and uneducated. Illegal aliens 
also cause a great drain on government finances-estimated at $18 
billion a year in added payments and lost taxes. Local communities 
shoulder these burdens through no fault of their own. It is only fair 
that all local residents be counted. 

This amendment would not condone the presence of illegal aliens. 
Nor would it alter the revenue sharing formula. It merely seeks to 
improve the accuracy of the population figures used in the formula. 
I hope the full House will recognize the mgency of this improvement. 
State and Local Government !Jf odernization 

I am pleased that the committee did adopt an amendment I intro
duced to encourage the modernization of state and local govern
mental structures. 

Revenue sharing is the single largest domestic program of our 
federal government. It pours substantial sums of money into state 
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and local governments. But it does so without regard to their effective
ness or efficiency. In too many instances, we are pouring money into 
rusted or misshappen vehicles, and we know that there is considerable 
leakage. 

This section of the bill is a modest step towards correcting this situ
ation. It sets as a goal the preparation by states of a plan for modern
izing and revitalizing state and local government. It requires each 
state to submit to the Secretary of the Treasury a report annually on 
the state's progress in achieving governmental reform and moderniza
tion, and it establishes a procedure for each state's modernization plan 
to be developed and implemented. It also sets a broad series of non
controversial and nonexclusive criteria as to what is meant by modern
ization. There is no penalty connected with a state's failure to develop 
and pursue a modernization policy other than a reporting of that fact 
by the Treasury Secretary to the Congress in an annual report on all 
states' revitalization efforts. 

Hopes were strong in 1972 that revenue sharing, as unrestricted aid, 
might induce states to restructure and modernize their governments. 
There was little disagreement then or now over the need for such mod
ernization. Unfortunately, these hopes have not been realized. The 
evidence shows virtually no effort on the part of states, as a consequence 
of revenue sharing, to overhaul obsolete government structures, 
strengthen management capacity or alter time-encrusted ways of de
livering services. 

Indeed general revenue sharing, according to a comprehensive 
League of Women Voters report, has had the opposite effect. By en
couraging each local jurisdiction to "go it alone", giving each govern
ment its own allocation of funds, revenue sharing has encouraged the 
fragmentation of political responsibilities and can be viewed as a 
throwback to earlier days of exclusionary home rule. 

Studies by the GAO, Brookings Institute and League of Women 
Voters could uncover no significant examples of revenue sharing funds 
inspiring improved delivery of services or collection of revenues across 
local government lines. Indeed the evidence is to the contrary. In 
Rochester, New York, for example, general revenue sharing payments 
reportedly halted a movement to disincorporate several villages which 
were burdened by excessive taxes; revenue sharing funds also fur
thered delays in carrying out a city-county plan to unify police services 
in the same metropolitan area. 

This section of the bill is the opportunity to correct one of the great
est failings of the revenue sharing program. In enacting grant-m-aid 
programs in the 1950's and 60's, the Congress recognized that the frag
mentation of governments posed a threat to the effective delivery of 
services. Several laws then passed required region-wide sharing and 
planning, and encouraged the establishment of regional planning 
bodies. This section of the bill continues the momentum started then 
and so urgently needed now in a time of increasing local budget stress. 
·while it requires states only to report upon their modernization efforts, 
and imposes no sanctions against any recalcitrant states, it is an essen
tial ingredient of the revenue sharing program. 

BENJAMIN S. RosENTHAL. 

SUPPLEMENTAL VIEWS OF HON. JOHN CONYERS, JR. 

One of the purposes-indeed, the principal justification-of Gen
eral Revenue Sharing was to bring government closer to the people. 
This program was heralded in 1972 before Congress and the American 
people as the beginning of "a new American revolution-a peaceful 
revolution in which power [is] turned back to the people." The 
record unambiguously shm-,s, however, that far from being a vehicle 
for the redistribution of power, General Revenue Sharing has am
plified even further the entrenched power of local majorities. Five 
years and more than $30 billion later, the political question, that 
goes to the heart of this program-namely, which people is this mam
moth Federal transfer bringing government closer to-has been an
swered in a way that is totally unsatisfactory to me. 

Every political jnrisdiction evidences divisions between majorities 
and minorities, and the smaller, more homogeneous a jurisdiction is, 
the more likely will the majority trample on the rights of the mi
nority. Member of the majority group enjoy the readiest access to 
decision-makers, get the first crack at public funds, and are the first 
called to fill newly-created jobs. A significant portion of the 39,000 
local jurisdictions that receive revenue sharing funds are small, and 
their past use of these funds has not contradicted the experience 
which drove the Founders of this country to institute a Bill of Rights 
to be enforced by the Federal Government to check the tyranny of 
local majorities. 

The United States Civil Rights Commission, the National Urban 
League, and other organizations which have investigated the opera
tion of the General Revenue Sharing have documented thousands 
upon thousands of cases in which local governments have used revenue 
sharing funds in \Yays that discriminate against politically vulnerable 
groups. Employment discrimination has been the most prevalent 
form. There has bePn little or no enforcement of the non-discrimina
tion provisions in the original Act in the areas of the hiring of 
workers, the payment of wages, and in the management of appren
ticeship programs. 

Local majorities have been rewarded with the lion's share of reve
nue sharing in yet another way. Only two percent of revenue sharing 
funds in 1!175 went directly to programs for the poor and the aged. 
'V"ith the help of revenue sharing many local governments were able 
to prevent tax increases or even to reduce tax burdens. (Ten states 
do not even have income taxes.) Rather than expanding municipal 
services to the poor, these funds too often have subsidized middle
class taxpayers. Because there is virtually no way to trace how funds 
are spent, local governments labor under few constrajnts that might 
prevent them from catering only to dominant local interests. 

Finally, General Revenue Sharing's formula for allocating :funds 
nation-wide, by not taking into account fully in its measurement of 
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public need citizens who have incomes below the poverty level and by placing a ceiling on the amount of funds which big cities are eligible for, has discriminated against jurisdictions which are most in need of Federal assistance. The interests of big cities continue to be sacrificed while far less responsive governmental units are rewarded. 
At some point in t.he not too distant future the Congress will have to examine much more seriously than it has up to now the long-range implications of programs such as General Revenue Sharing, which give local governments such considerable discretion and which require so little Federal oversight. Federal spending for sqcial programs is being terribly squeezed; the current Budget Resolution provides no real growth in most existing social programs and, given the incredible increase in the Pentagon's budget authority, and the unchecked growth in tax subsidies, we will be locked into an ever-diminishing amount of Federal Revenue available to address the urgent social needs in the country. The very authority of the Federal Government to safeguard the national welfare and to perform the leading role in promoting constructive social and economic change is under severe attack. Given this situation, it is of paramount importance that the Federal Government not shirk its very considerable responsibility not only in seeing that social spending is adequate to meet the needs of people, but that the process whereby funds are distributed and used is an equitable one. I propose as a way to examine the long-term implications of General Revenue Sharing, and the overall context of trends in social spending, that a national commission be established to investigate the distribution of functions and responsibilities of all levels of government, to examine alternative grant-in-aid programs as well as ways to overhaul Federal, State, and local systems of taxation, and to recommend muchneeded reforms. 

I voted to continue General Revenue Sharing with great reservations. To turn the Federal spigot off without having a workable alternative would do incalculable damage to our cities. As cities totter dangerously on the brink of insolvency, Federal support must be continued until a way is found to improve upon revenue sharing. The strong civil rights and citizen participation sections in the new revenue sharing bill reported by the Government Operations Committee, hopefully, will restore the necessary Federal role in overseeing the program. 
JOHN CoNYERS. 

SUPPLEMENTAL VIEWS OF RON. JOHN L. BURTON 
I do not believe that gifts of federal funds to local governments in the form of General Revenue Sharing is the best means of helping local governments with their fiscal problems. 
The separation of taxing responsibility from spending authority is poor fiscal policy. 
I believe that local governments would be best served if the federal government would assume the total costs of the various federal, state .and local welfare programs. Increased federal assistance to local school districts would also be helpful. Such steps by the federal government would free up local revenues to finance other duties of local government, without the need for the general revenue sharing funds. "While I have some questions and concerns about the present revenue sharing program, I can support the bill as passed by the Committee because of the expanded and strengthened citizen participation and civil rights guarantees included. I am not in love with the entitlement npproach to funding this program. As part of the overall bill reported by the Committee, however, I can support it. 

JoHN L. BuRTON. 
(89) 
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SUPPLEMENTAL VIEWS OF RON. ROBERT F. DRINAN 

. When the Intergovernmental Relations and Human Relations Sub
committee began hearings on legislation to extend the State and FiscaE 
Assistance Act of 1972last September, I asserted the need for substan
tial irrnprovements in the areas of accountability, equitability, citizen_ 
participation, and civil rights enforcement if the revenue sharing pro
gram were to be extended. The enormous volume of testimony and 
data received by the Subcommittee confirmed the existence of signifi
cant flaws in the operation of the program and established the neces
sity for a legislative remedy. Throughout its deliberations on this. 
issue, the Committee has been subjecited to intense pressure by lobby
i~ts r_epresenting state and local officials to ign?re these obviou~ defi
CienCies and extend the general revenue sharmg program without 
change. · 

I am pleased that the Committee has successfully withstood that 
challenge and reported out a good bill which extends revenue sharing 
at its current funding level for 3 and% years while reducing or elimi
nating some of the most serious shortcomings of the existing Act. 
H.R. 13367, which was approved by an overwhelming vote of 39 to 3, 
does not tamper with the fundamental premises of revenue sharing. 
Indeed, by eliminating mandatory expenditure categories and other 
cosmetic restrictions on the use of funds, the bill recognizes the fact 
that revenue sharing is, in reality, a direc;t operating subsidy for state
and local governments, rather than a distinctive fund earmarked and 
utilized for specific purposes. -

The Committee retained the complex formula through which more 
than 39,000 jurisdictions receive funds four times each year and pre
served the freedom exercised by those recipie11ts in spending revenue 
sharing dollars. At the same time, the Committee took steps to ensure 
that all citizens would benefit from the revenue sharing program and 
that local officials would be held accountable to rtheir constituents and 
to Congress for the expenditure of revenue sharing funds. 

(!JO) 
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EQUITABILITY OF ALLOCATION 

The Committee struggled repeatedly with the q~estion of whether 
the allocation formula arrived at somewhat arbitrarily 4 years ago was 
the most equitable means of distributing revenue sharing funds. 'Vhile
all ~greed. that the formula is imp<:rfect, no one could su~·gest an alter
natwe whiCh was clearly more eqmtable. Moreover, any tormula alter
ation which increased the entitlements of some recipients would neces
sarily reduce the entitlements of others. For that reason, the Com
mittee was reluctant to adopt major formula changes. 

It is significant and rather disconcerting that once an allocation 
formula in a program of this magnitude is adopted there is tremen
dous resistance to alter it, even in the face of overwhelming evidence. 
For example, the General Accounting Office issued a report on: 
April 22, 1976 which sharply criticized the 20 percent per capita allo
cn,tion floor which automatically increases the entitlements of s011ne 
10,000 jurisdictions at the expense of more deserving recipients. The 
unfairness and counterproductivity of the 20 percent floor was corrob
orated by studies conducted by the Brookings Institute and the N a
tiona] Science Foundation. No rationale or justification for this 
formula provision was ever offered, yet the Committee voted to retain; 
the floor without change. . 

The Committee also failed to address the problem of population: 
undercounting as it applies to the computation of revenue sharing 
entitlements. Millions of American citizens and illegal aliens. not 
included in the 1970 census, are receiYing· public services provided by 
state and local governments but are not taken into account when 
revenue sharing entitlements are computed. As a result, communities; 
containing a large proportion of undercounted individuals receive less: 
revenue sharing funds on a per capita basis than they are entitled 
to. The Committee narrowly defeated an amendment to revise popu-
lation figures to the extent possible in order to incorporate those not 
counted in the last census in the distribution of revenue sharing funds .. 
I hope that both of these formula issues will be considered on the floor. 

The Committee did make several formula changes which should 
ultimately increase the fairness of the program. First, it adopted a 
new eligibility requirement designed to eliminate from the program 
those jurisdictions which refer to themselvel3 as "general purpose gov
ernments" while actually performing only one public service. These 
nonfunctional or single purpose units have be~!!- receiving 11: windfall 
under the current Act at the expense of the legitimate general purpose 
governments in the same area. The Committee bill will ensure that 
the actual functions of a government, rather than its designation, 
will deter~ine eligibility for revenu~ sharing funds. 
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A second change approved by the Committee establishes an alter

native allocation formula to be used to distribute funds authorized 

by Congress for inclusion in a supplemental pot of revenue sharing 

funds. This substitute formula emphasizes tax effort to a greater 

extent than the present formula and replaces per capita income with 

percent of population below the poverty line as an indicator of fiscal 

capacity. It is not clear whether this second formula will prove more 

equitable or even as workable as the first. Indeed, the Committeee did 

not specifically authorize any funding for this separate title of the 

bill. Yet, by establishing an alternative formula, the Committee served 

notice that it is not wilbng to accept the present distribuion of funds 

as unalterable and that it will continue to seek a solution which best 

responds to the needs of all state and locitl governments. 

CITIZEN PARTICIPATION 

Effective citizen involvement in the decision-making process is 

fundamental to the revenue sharing concept. vVhile elected officials 

must ultimately decide how revenue sharing funds are to be spent, 

all citizens should be able to offer their suggestions and to advise 

their governments concerning the programs they think should be 

funded in whole or in part out of revenue sharing. Faced with a 

record indicating that citizen participation in the expenditure of 

revenue sharing funds has been virtually nil to date, the Committee 

adopted a series of important provisions to ensure more effective 

public input. 
First, the Committee added a requirement that recipient govern

ments hold a public hearing on the proposed expenditure of revenue 

sharing funds prior to submitting a Proposed Use Report to the 

Office of Revenue Sharing. Under the current Act, local officials need 

not consult with or even inform citizens about the availability of 

revenue sharing funds before reporting how they intend to use the 

money. The addition of this new hearing provision will have the 

effect of enabling citizens to get involved in the issues about the ex

penditure of revenue sharing funds at a sufficiently early stage in the 

decision-making process to exert a meaningful impact. 
The Committee also added a requirement that recipients hold pub

lic hearings prior to the adoption of their budget to consider the pro

posed use of revenue sharing funds within the context of their over

all spending plan. This requirement would be waived in the case of 

recipients which 'already hold such a hearing. The most significant 

aspect of this pre-budget hearing is that citizens, for the first time, 

will be told how revenue sharing funds fit into the overall budget 

and, consequently, what the actual fiscal input of the revenue sharing 

dollars will be. 
While these new hearing provisions are important, it is clear that 

the convening of a public hearing does not necessarily mean that effec

tive citizen participation has been achieved. Particularly in the case 

of large municipal and state governments, which operate on comple,x 

multi-million dollar budgets, the ordinary citizen lacks the knowledge, 

93 

the time, and the expertise to offer substantial input. In these juris- · 

dictions, public hearings are insufficient to ensure effective public 

participation. A special vehicle, such as 'a Citizens Advisory Com

mittee appointed by the Chief Executive Officer and representing the 

various facets of the community, is needed. Such citizens' groups have 

been mandated by law in a number of federal programs, including 

Model Cities and the Communities and Housing Development Act of 

1975. Advisory Committees are most necessary in a program such as 

revenue sharing where local discretion in the expenditure of Federal 

funds is virtually absolute. I hope that a provision requiring the estab 

lishment of Citizen Advisory Committees in the 50 states and the 540 

other jurisdictions receiving $1 million or more each year in revenue 

sharing funds can be added to H.R. 13367 on the floor. 

ACCOUNTABILITY 

Having eliminated the priority expenditure categories and other 

restrictions on the use of revenue sharing funds, the Committee acted 

to strengthen reporting requirements and auditing standards in order 

to increase the accountability of recipient governments in the expendi 

ture of the federal dollars. The GAO testified that existing reports 

on the use of revenue sharing funds were meaningless. The problem 

was that by substituting revenue sharing dollars for other local reve

nues in certain budgetary areas, local governments could effectively 

conceal the actual fiscal inpact of the revenue sharing funds. 
1The Committee followed the recommendations of the GAO in meet

ing this problem by increasing the specificity of reports on the proposed 

and actual use of revenue sharing funds and by requiring such reports 

to relate the expenditure of revenue sharing funds to the entire local 

budget. Moreover, the Committee stipulated that Actual Use Reports 

shall provide an explanation of all differences between the actual use 

of funds received and the proposed use of such funds as reported to 

the Secretary. Under the existing Act, there need be no relationship 

whatsoever between how a recipient says it tends to use revenue shar

ing funds and how it does in fact expend the funds. 
In the area of auditing standards, the Committee expanded upon the 

current requirement that recipients conduct ~annual audits in accord

ance with their local laws and auditing practices. The Committee 

added the key requirement that such audits be conducted independent

ly and that audit reports on the expenditure of all public funds be made 

available to the pnblic. The Comptroller General was authorized to 

evaluate compliance with the new auditing provision. If the regula

tions to be promulgated by the Secretary of the Treasury to carry out 

this section accurately reflect the will of the Committee, local govern

ments will be required to meet a new standard of responsibility and ac
countability for their expenditure of funds. 

The Committee also provided for an annual comprehensive report by 

the 'Secretary of the Treasury to Congress on all aspects of the pro

gram including the extent of citizen partioipation, compliance with 

civil rights provisions, the implementation of auditing standards, and 

the net £seal impact of revenue sharing funds. This report should 

greatly aid Congress in ·its oversight of the program and serve as an 
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J.ncentive to the Office of Revenue !Sharing to enforce the provisions 
«..f the Act in a timely and forthright manner. 

NONDISCRIJIHN ATIO~ 

'The provision adopted by the Committee in the area of Civil Rights 
enforcement is among the most important components of H.R. 13367. 
'The Committee's hearing record was replete with evidence that the 
Act's nondiscrimination requirement had gone virtually unenforced 
since the enactment of the State and Local Fiscal Assistance Act of 
1972. Oversight hearings on the civil rights aspects of revenue sharing 
held by the House ,Judiciary Subcommittee on Civil and Constitution
al Rights confirmed the need for immediate 'and decisive action to halt 
the discriminatory use of revenue sharing funds. The recommenda
tions of the Subcommittee were contained in a report issued ,in Novem
ber, 1975. The Committee relied heavily upon the expertise of its sister 
subcommittee in .T udiciary in addressing the ci vii rights issue and 
fol'mulating the remedy contained in the Committee bill. 

The nondiscrimination provision, explained in detail elsewhere in 
this report, is designed to provide for the effective enforcement of the 
prohibition on the discriminll!tory use of revenue sharing funds con
tainr>d in the existing Act. lly establishing a set of compliance pro
cE'dnres resulting in tf1e mandatory suspension of revenue sharing 
payments should proven discrimination persist, the Committee has 
ensured that the laxity of the Office of Revenue Sharing in enforcing 
the nondiscrimination requirement of the Act shall not be permitted 
to continue. Local governments will no longer be able to evade civil 
rights enforcement through slick accounting devices in reporting the 
use of revenue sharing funds. Individuals submitting complaints 
alleging civil rights violations will no longer have to wait many 
months or even years before receiving a response from the Office of 
Revenue Sharing. Revenue sharing recipients will no longer be able 

:to continue discriminatory practices without suffering the suspension 
. .of their revenue sharing funds. Instead, the federal government will 
·take steps to enforce the law and protect the civil rights of all Americans. 

I 'vould have preferred a stronger nondiscrimination provision 
-than that ultimately approved by the Committee. Specifically, I fear 
that the clause permitting recipients to avoid civil rights compliance 
proceedings by proving that revenue sharing dollars were not ex
pended in the program in which the alleged discrimination occurred 
may prove to be a major loophole. As the GAO and other analysts 
have reported, it is virtually impossible to identify revenue sharing 
funds as such once they are commingled witJh other local revenues 
wit,hin an overall budget. If that fact is recognized by the Office of 
Revenue Sharing in administering this section, the exception clause 
will not have much impact. But, on the other hand, if the Adminis-

.. tration relies upon the assurances of local governments and easily
manipulated accounting designations as adequate evidence that revenue 

• sharing funds were not spent in a particula.r program, civil rights 
~enforcement will continue to be ineffectual. 
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Second, the requirement that a recipient must be engaging in a 
'"pattern or practice of discrimination" in order to be subject to en
forcement proceedings sets a different standard for civil rights viola
tions in this Act than that which appears elsewhere in Federal law. 
It is not clear, for example, how many acts or instances of discrimina
tion against one or more individuals must be committed before a 
"pattern or practice" is said to exist. Should this language be re
tained on tJhe floor, I am hopeful that oourts will swiftly interpret the 
provision to provide the broadest possible protection to victims of 
discrimination. 

Third, the Committee bill requires the Secretary of the Treasury to 
hold a preliminary hearing on alleged noncompliance in the area of 
civil rights at the request of a recipient government before taking any 

·a~tion to defer the payment of revenue sharing funds. Other civil 
rights provisions of federal law invariably allow an administrator to 
convene such a hearing at his discretion, without requiring that he do 
so. This provision will tend to delay effective enforcement of the pro
hibition against discrimination by allowing recipient governments to 
engage in time-consuming bureaucratic procedures. 

Despite these deficiencies, the civil rights provision adopted by the 
Committee is an excellent one 'vhich remedies the major deficiencies 
which have paralyzed civil rights enforcement under the Act to date. 
Having participated in the oversight hearings of the Judiciary Sub
committee on Civil and Constitutional Rights as well as the hearings 
of the Subcommittee on Intergovernmental Relations and Human Re
sources, I feel that the adoption of a strong civil rights provision is an 
·essential prerequisite to the complaints of the revenue sharing pro
gram. I am pleased that the Committee responded .to the pressing need 
for change in this area by adopting a workable legislative p1an for the 
effective protection of civil rights under the revenue sharing program. 

FUNDING MECHANISM 

The Committee spent a considerable amount of time debating alter
native methods of funding the revenue sharing program. There was 
considera:ble opposition to the continuation of the present funding 
mechanism wh,ich both authorized and appropriated funds for the 
program for a five year period. Thus, unlike virtually all other Federal 
programs, revenue sharing is exempt from the annual 'appropriations 
process and from periodic review by the Budget Committee. Under 
this 'approach, which v·iolates the ordinary rules of the House, revenue 
Bharing is. in effect, uncontrolled spending. While the Department of 
Defense, the Office of Education, the National Cancer Institute and 
other essential 'agencies have to stand in line each year to compPte with 
other priorities to secure 'appropriations, revenue sharing fnnds have 
continued to flow on a guaranteed, uncontrolled basis. Chairman 
George Mahon of the Appropriations Committee and Budget Com
mittee Chairman Brock Adams urged annual review 'and ·appropria
tion; this would provide local governments with sufficient time to plan 
their expenditures without sacrificing congressional oversight and 
fiscal responsibility. 
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Regrettably, the Committee narrowly rejected the suggestion :for
annual :forward :funded appropriations and instead settled upon a 
third :funding dev~ice-entitlements-as an ·alleged compromise be
tween the two alternatives described above. \Vhile entitlement pro
grams are explicitly authorized by the Budget Act, they are, in effect, 
combined authorization-appropriations which constitute uncontrol-· 
lable spending. H entitlement :funding is ever justifiable, it is only in 
those programs such as !Social Secunty and veterans' benefits where 
the recipient has a vested right to the authorized :funds. Such is not 
the case with revenue sharing. I hope that the House will reconsider 
this issue and settle upon a mechanism :for :funding the revenue sharing 
program which does not violate basic principles o:f accountability and 
fiscal respon&ibility. 

GOVERNMEX'I' REVITALIZATION 

'I was pleased that the Committee adopted a provision to encourage 
states to develop comprehensive plans to revitalize and modernize state 
and local government. The strengthening o:f local government through 
effective planning and regional cooperation, was one o:f the key objec
tives o:f a pioneering revenue shar,ing bill introduced by Congressman 
Henry Reuss and Senator Hubert Humphrey well before the enact
ment o:f the State 'and Local Fiscal Assistance Act o:f 1972. I:f revenue 
sharing can provide ·an impetus for local governments to become more 
efficient providers o:f public services, the program will have made an 
enduring contribution to our democratic system. The provision adopted 
by the Committee which emphasizes planning and communication 
rather ~than actual structural changes in government, is just a start in 
this direction. Yet it is an important addition to the bill which should 
be retained. 

CONCLUSION 

In the wake o:f the Committee's protracted deliberations on the pro
posed extension o:f the revenue sharing program. I continue to harbor 
doubts rubout whether this is really the best way to spend more than 
$6.5 billion each year to meet the needs o:f the American people. Per
haps the :funds would be better spent in initiating a program o:f na
tional heal.th insurance or in :federal assumption o:f state welfare costs 
or in increased aid to looal education. Perhaps Americans would rather 
receive these dollars back directly, in the :form o:f reduced :federal taxes, 
instead o:f turning them over to state and local officials to spend as they 
see fit. 

But it is apparent that state 'and local governments throughout the 
United States have become dependent upon the continuation o:f this 
source o:f revenue beyond the end o:f 1976. The abrupt termination of 
this program could lead some of our communities to the brink of fiscal 
disaster. The program has numerous flaws, but the committee has gone 
a long way toward supplying legislative remedies. I will continue to 
fight :for necessary changes in the bill as described above. But, i:f the 
revenue sharing program is to be continued, I believe it should go 
:forward substantially in the :form provided :for in H.R. 13367. 

RoBERT F. DmNAN. 

ADDITIONAL VIEWS OF HON. ROBERT F. DRINAN (CON
CURRED IN BY HON. JOHN E. MOSS, HON. DANTE B. 
FASCELL, HON. WILLIAMS. MOORHEAD, HON. BENJA
MIN S. ROSENTHAL, HON. JOHN CONYERS, JR., I-ION. 
BELLA S. ABZUG, HON. CARDISS COLLINS, AND HON. 
MICHAEL HARRINGTON) 

At the mark-up session on H.R. 133G7, the Committee adopted an 
amendment in the nature of a substitute to Section 10 o:f the bill. That 
amendment revised the non-discrimination provision (Section 122) of 
the State and Local Fiscal Assistance Act of 1972, and added new 
Sections 124 and 125 which expand the opportunities :for citizens to 
protect their rights under the Act. During the debate over this amend
ment, a number o:f questions 'arose regarding the scope 1and meaning 
of the revisions. To insure an interpretation consistent with that dis
cussion and the intent o:f the proponents, we wish to add a :few words 
to the Committee report regarding these important provisions. 

Section 1~~: N ondiscriminatwn Provision 
A. BMkground 

Section 122 o:f the current law :forbids discrimination on account of 
race, color, sex, or national origin in any program or activity funded 
by shared revenues which is conducted by a State government or unit 
of local government. Under the Act, the Secretary is authorized to 
take appropriate administrative action to secure compliance (suspen
sion, termination, or repayment o:f :funds :for violating the section) 
and to refer cases to the Attorney General :for suit. In addition to such 
referrals the Act also provides independent authority :for the Attor
ney General to initiate "pattern or practice" suits. The current statute 
gives private citizens a right o:f action against the United States or 
a recipient government :for violating Section 122.1 

The Committee received extensive testimony regarding Section 122, 
including an oversight report :from the House Committee on the Ju
diciary's Subcommittee on Civil and Constitutional Rights.2 The evi
dence disclosed a number of deficiencies in the effectiveness o:f that 
section: (1) the ":fungibility" o:f shared revenues has permitted recipi
ents to escape coverage by designating the :funds as having been used 
in programs or .activities where discrimination does not exist while 
designating the use o:f their own ":freed-up" :funds in programs or 
activities which are discriminatory; (2) the Office o:f Revenue Shar
ing 'and the Secretary o:f the Treasury have inadequately enforced the 
anti-discrimination provision by :failing to process citizen complaints 
efficiently, to conduct adequate compliance reviews, to monitor com-

1 See. e.g., U.S. v. City of Chicago, 395 F. Supp. 329 (N.D. Ill.), aff'd 525 F. 2d 695 (7th 
Cir. 1975). 

2 The C·ivil Rights Aspects of General Revenue Sharing, Nov. 1975, the findings of which 
are adopted and incorporated by reference. 
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pliance agreements, and to take any administrative action to suspend, 
terminate, or seek repayment of funds; 3 (3) the Department of Jus
tice has failed to meet its responsibilities under the Act, including its 
general 'authority to monitor the compliance program of the Office of 
Revenue Sharing; and (4) the private remedies under the Act are 
insufficient, especially the lack of a provision allowing the award of 
attorney fees to prevailing private litigants 'and the lack of complain
ant involvement in complaint processing. 

In li~ht of this evidence, the Committee determined that Section 
122 should be amended to strengthen the non-discrimination provi
sions.4 The purposes of the revision are to improve enforcement at the 
Federal level, to provide better coordination among federal, state, and 
local civil rights agencies, to insure that recipients will not be subject 
to conflicting enforcement standards, and to increase the participation 
of citizen-complainants in the enforcement process. \Vith these goals 
in mind, the Commitee adopted the following 0hanges in Section 122. 

B. Amendments 
1. Scope of section.-The present law prohibits discrimination on 

the basis of race, color, national origin, or sex in any program or ac
tivity funded in whole or in part by shared revenues. The revised 
section would add age,4 a handicapped status,5 and religion as proscribed 
grounds for exclusion.6 Because of the fungible nature of shared ,rev-

a Since the passage of the Act, the Secretary has never suspended shared revenues for a 
civil rights violation. Even when the Secretary had evidence of such a violation in Chicago, 
he still refused to suspend funds until ordered to do so by the federal court. See U.S. v. 
Cit11 of Chiaago, sup1·a. The Secretary has suspended funds for other violations of the Act, 
such as a recipient's failure to file a Planned Use Report. 

• In revising Section 122 and adding Sections 124 and 125, the Committee adopted an 
amendment oft'ered by Mr. Drinan (as amended by Ms. Jordan) to Section 9 of H.R. 13367. 
The final language tracks the Drinan amendment In relevant part. 

'"This provision Is similar to the provisions of the Age Discrimination Act of 1975. That 
Act prohibits "unreasonable'' age discrimination in programs and activities receiving 
Federal financial assistance, including revenue sharing funds. The Commi ttee intends that 
its amendment to the Revenue Sharing Act be considered a separate and independent 
statutory right that age discrimination not be practiced by governments receiving revenue 
sharing funds. It is important that the Committee amendment be interpreted in this man
ner, rather than be viewed strictly as an endorsement of the Congress' actions In the 1·975 
Age Discrimination Act. Unlike the 1975 Act, the Committee bill would prohibit age 
discrimination in all activities or programs of revenue sharing recipients, rather thnn 
merely In those programs and activities receiving revenue sharing funds. As indicated 
ahove, the Committee adopted this approach in its bill because of the serious problem of 
the fungibility of funds. Also, unlike the 1975 Act, the Committee measure establishes 
more detailed and automatic suspension and termination procedures, and does not delay 
eft'ectiveness of the provision until January 1, 1979. Because of these significant distinc
tions, in terms of the broadness of the prohibition and the. remedies provided, it is impera
tive that the Committee bill not be subject to a limited or narrow interpretation based on 
the 1975 Age Discrimination Act. Rather, the Committee bill and the 1975 legislation are 
to be viewed as ludependnet yet complementary measures. Both seek to insure the elimina
tion of unreasonable age discrimination which Is federally financed, but they nevertheless 
establish different approaches to the overall prohibition as well as to the enforcement 
mechanism. The Committee intends that through cooperation agreements ( discuosecl her~
inafter) the various Departments responsible for enforcement under the two laws will 
coordinate. to the greatest extent possible . those enforcement eft'orts. 

a The Architectural Barriers Act of 1968 requires that all Federal buildings and feder
ally-assisted nrojects be barrier-free for purposes of achieving accessibility to the handi
capped. The Committee Intends that its broadening of the nondiscrimination prohibition 
to protec~ the handicapped be similarly interpreted to forbid recipient governments from 
constructmg buildings and other facilities which do not have special accommodations for 
the handicapped. 

6 The revision specifies that the general prohibitions be interpreted in accordance with 
certain existing anti-discrimination laws so that unformity Is achieved. and that current 
standards at least are applied. See Griggs v. Duke Power Co., 401 U.S. 424 (1971) ; La11 v. 
Nwhols, 414 U.S. 563 (1974) ; Hills v. Gautreaux, 44 U.S.L.W. 4480 (U.S. April 20. 11l76); 
Hawktns v. Town of Shaw, 461 F . 2d 1171 (5th Cir. 1972); Gregory v. Litton Svstems, 
Inc., 472 F. 2d 631 (9th Cir. 1972) ; Brennan v. J. M. Fields, Inc., 488 F. 2d 4413 (5th Clr. 
1~73). cert. denied, 4~9 U.S. 881r (1974); U.S. v. City of Black Jack, 508 F. 2d 1179 (8th 
C1r. 1974), cert. dented, 422 U.S. 1042 (1975) ; Hodgson v. Fi1·st Federal Savings a11d 
Loan .<lssociation of Broward County, 455 F. 2d 818 (5th Cir 1972) · and Adams v Riah-
a,·dson, 480F. 2d 1159 (D.C. Cir.1973). · ' · 
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enues, the amendment also removes the restriction limiting the non
discrimination provision to programs or activities "funded in whole 
or in part" by shared revenues. Under the amendment, it is presumed 
that all activities of a recipient are funded witJh shared revenues. 

'Dhere may be circumstances, however rare, when a recipient may 
be able to demonstrate, contrary to the presumption, that shared rev
enues were not used in the program or activity in which the alleged 
discrimination occurred. The revised Section 122 gives such a recipient 
the opportunity to make that showing. In view of the fungibility 
problem and the "special danger of deception" 7 inherent in account
ing for the expenditure of shared revenues in specific progmms or 
activities, the exception requires a "clear and convincing" standard 
of proof. 

2. Enforcement mechanism.-'Dhe current law commits Federal en
forcement to the total discretion of the Secretary of the Treasury and 
the Attorney General. In light of the hearing record demonstrating 
the unwillingness to exercise that discretion to secure the rights under 
Section 122, the revised section provides a more certain enforcement 
scheme. It n1so seeks to improve coordination among Federal, state, 
and Jocal civil rights agencies. 

(a) Secretary of the Treasury: The central feature of the revision 
is a trigger mechanism which determines when the Secretary will 
begin compliance proceedings by sending appropriate notices to the 
non-complying recipients. Such notification will be triggered nnder 
two circumstances : (1) when a federal or state court or administra
tive agrncy, after notice and opportunity to be heard, makes a finding 
of discrimination (on the basis of race, color, religion, sex, national 
origin, age, or handicapped status); 8 and (2) when the Secretary, 
after affording the recipient an opportunity to make a documentary 
submission, makes an initial determination of noncompliance based on 
his own investigation. 

After noti•fication, the recipient 'has 90 days to end the discrimina
tion and take whatever affirmative stops are necessary to conform its 
practices to the law. If the recipient believes it has not violated Sec
tion 122, it may request a hearing on tho merits which the Secretary 
is required to initiate (hut not necessarily complete) within 30 clays 
of the request. At that hearing the recipient may raise any defense 
available under law, including the contention that the shared revenues 
were not used in t'he program or activ.ity in which the alleged dis
crimination occurred. 

In advane of the hearing on the merits, the recipient may also re
quest a preliminary hearing before an administrative law jndge. when 
the notification to the recipient is based on the Secretary's initial de
termination of non-compliance.9 Such a preliminary hearing must be 

7 McCormick. On Evidence (1972) at 798. 
s Ordinarily the complainant or the other agency will bring such findings to the atten

tinn of the Secretary. Under the revision, however, the Secretary also has an affirmative 
obli~ration to uncover discrimination findings that are published in law reporter• , le.<ml 
journals. newspapers. and other pnblicatlons, ond to be.o:in the compliance process on his 
own initiative. Tf recipients have not. b:v the eft'ertive date of these amendments. cor,·ectecl 
practices already found to be discriminatory, the Secretary is expected to begin compliance 
proceedings by notifring such jurisdictions of their non·compllance status. 

• When notification is triggered by a finding of a Federal or state court or administrative 
agency . there Is no need for such a preliminary hearing because the recipient has already 
been aft'orded an opportunl ty on the merits. 
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=requested within 30 days of the notification of non-compliance and 
must be completed within the 90 day "grace" period. If the recipient 
demonstrates that it is likely to prevail on the merits at a subsequent 
:full hearing, tJhe administrative judge is authorized to order a deferral 
of a :fund suspension which would otherwise automatically occur at 
the conclusion of the 90 days if compliance is not achieved.10 

At the end of the 90 days, the payment of shared revenues is auto
matically suspended if a compliance agreement has not been signed, 
or if compliance itself has not been achieved, or if an administrative 
judge has not entered an appropriate order.n The suspension then 
remains in effect for a period of 120 days, or 30 days ·after the conclu
sion of ·a hear,ing on the merits. Within that period of time, the >Secre
tary is obligated to make a final determination of compliance or non
compliance. If insufficient evidence of non-compliance is presented to 
the 'Secretary, then the suspension is lifted and :fund payments resume. 
If non-compliance is :found, the :funds are terminated, the Attorney 
General is notified, and the Secretary has the additional option of seek
ing repayment of Federal monies previously paid under the Act.12 

After termination, the funds due that government would be returned 
to the general treasury. Such government could, of course, seek rein
statement into the program if it achieved full compliance with the Act. 

(b) Attorney General: Under present law, the Attorney General is 
authorized to initiate legal action 'against any recipient which is en
gaged in a "pattern or practice" of discrimination in vio}ation of the 
ActY That authority is continued under the revision. The Attorney 
General is given express authority to seek suspension, termination, or 
repayment of shared revenues, allowing the Attorney General to 
achieve in court what the Secretary may do administratively.H 

The amended section gives the Attorney General added responsibility 
to monitor the civil rights compliance activities of the Office of Rm-enue 
Sharing at Treasury. Under Executive Order 11764, the Attorney Gen
eral ralready exercises that authority with respect to all other Federal 
agencies which dispense Federal funds, including the prescription of 
appropr,iate "standards and procedures regarding the implementation 
of title VI." Because Treasury has taken the position that revenue 
sharing is not a title VI program, it is necessary to codify the prin-

10 'The preliminary administrative hearing Is akin to a judicial hearing for a preliminary 
injunction and the same standards for obtaining such preliminary releief are to apply. See 
ChanceY. Board of Examiners, 458 F. 2d 1167 (2d Cir. 1972). 

11 The suspension of funds applies only to a local government which is the subject of 
the notification from the Secretary. The payment of funds to other governments in the State or the State itself remains unaffected. 

• 1 ' Whether repayment would be sought by the Secretary would depend on the facts of 
.~ach case. Undoubtedly repayment would be appropriate where the violation is particularly 
egregious or the recipient recalcitrant. In addition, where the money has already been used 
to build a facility which, for example, serves only one racial group or falls to provide ade
quate arrangements for the handicapped, a demand for repayment would be justified if the 
location or design of the structure could not be appropriately altered. 

13 The words "pattern or practice" are intended to have the same meaning each of the 
three times they appear in the revised section and are "not intended to be esoteric words of art."' U.S. v. West Peachtree Tenth Co,·p., 437 F. 2d 221, 227 (5th Cir. l t971). While 
Pmbracing something more than an isolated or accidental instance of discrimination. the 
"number of (victims) actually turned away or discriminated against is not determinative." 
Ibid . Although a class action would always be a "pattern or practice," something less than a class suit would also qualify. 

14 Since the Secretary must suspend revenue sharing funds on the 45th day after the 
Attornf>y General files a law suit, the remedy of suspension ordinarily will not be needed in 
s~tch litigation. If, however, a recipient obtains a preliminary injunction against suspen~ 
S!On within those 45 days. the Attorney General might later consider it appropriate to -_seek suspension by moving to dissolve the injunction. 
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ciplcs of Executive Order 1176± for revenue sharing pnrposes. Thus, 
the ramended Section 122 would require the Attorney General, among 
other things, to approve compliance agreements for the purpose of 
insuring uniformity of Federal standards. 'This is intended to benefit 
both complainants and recipients. 

The amended Section 122 makes additional provision for co01·cli· 
nating the enforcement efforts of the Secretary and the Attorney Gen
eral. In the revised section, the Secretary is required to suspend pay
ment of shared revenues 45 days after the filing of a "pattern or prac
tice" suit by the Attorney General aga,inst a recipient. The 'automatic 
suspension operates whether or not the complaint specifically alleges 
a violation of Section 122. The recipient, ho,vever, always has the 
right, within the ·first 45 clays after filing, to o·btain a preliminary 
injunction against the suspension of funds by proving, by clear and 
convincing evidence, that the program or activity alleged to be dis
criminatory does not utilize shared revenues. The Committee intends 
that this preliminary determination, if sought by a recipient, is to be 
made exclusively by the court. The Secretary's role under this section 
is purely ministerial. 

3. Oitizen remedies.-Under the revenue sharing statute and other 
antidiscrimination laws, private citizens or organizations representing 
their interests, may sue the United States or any recipient for using 
shared revenues in a discriminatory fashionY Those rights are con
tinued under the revised Section 122. A new Section 125 of the Act 
author·izes courts to award 'attorney fees in citizen law suits and au
thorizes the Attorney General to intervene when it is a case of general 
public importance. 

As noted earlier, the hearing record also discloses serious short
comings at the Office of Revenue Sharing in processing complaints of 
discrimination and monitoring compliance. A new section 124 would 
correct some of that maladministration by requiring the promulga
tion of regulations requiring strict time tables for complaint investiga
tion 'and compliance reviews. In addition, the Secretary, at least 15 
days before the effective date of any compliance agreement, would be 
required to forward a copy to the complainant for examination. The 
Secretary would also be required to forward copies of compliance 
reports within 15 days after receipt. 

4. Inter-agency cooperation agreements.-To achieve greater effi
ciency in enforcement, the bill requires the Secretary to enter into 
cooperation agreements with appropriate Federal, State, 'ancl local 
agencies. Such agreements must detail the cooperative efforts to be 
undertaken, including the sharing of resources and personnel. They 
would also include procedures for notifying the Secretary whenever 
findings of discrimination are made or, in the case of the Attorney 
General, whenever a pattern or practice suit is filed against a recipient. 
Before approving such agreements, the Secretary must be satisfied 
that the effective participation in such a cooperative arrangement. 

5. Judicial review.-If a recipient is aggrieved by a final deter
mination of the Secretary under Section 122, judicial review may be 
sought pursuant to existing Section 143 (c) of the Act. In accordance 

J.U See discussion of Section 125, infra. 
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with the settled rule in administrative practice, only final judgments 
'are appealable. 
Section 1134: Citizen Complaints and Compliance Reviews 

The hearing record disclosed serious deficiencies in the procedmes 
of the Office of Revenue Sharing for processing citizen complaints and 
conducting compliance reviews. These deficiencies applied to a whole 
range of citizen complaints, not only those involving allegations of 
discrimination. Similar deficiencies were uncovered respecting the 
ORS' conduct of compliance reviews to insure that the provisions of 
the Act are followed. A new section 124 would correct mucih of !this 
maladministration by requiring the Secretary, by March 31, 1977, to 
promulgate rules and regulations establishing procedures and time
tables to process citizen complaints and undertake compliance reviews. 
Section 1135: Private Civil Actions 

Under the present Act, both Federal and staw courts have recog
nized the right of citizens to bring civil actions against the United 
States or recipient goverrnnents to remedy violations of the statute.16 

That right of action is continued under this bill.17 A new section 125 
is added however to authorize the courts to award attorney fees to 
prevailing plaintiffs so that access to the courts is meaningful.18 In 
Alye.rska Pipeline Service Corp. v. The Wilderness Society, 421 U.S. 
240 ( 1975), the Supreme Court held that counsel fees cannot ordinarily 
be awarded without express congressional authorization. Therefore if 
citizens are to recover their attorney fees, this section is essential.'9 

It is expected that the court will apply the attorney fee provision 
in accordance with applicable Supreme Court and lower federal court 
standards. See Newman v. Piggie Park Enterprises, Inc. 390 U.S. 400 
(1968); Bradley v. School Board of the City of Richmond, 416 U.S. 
696 (1974); Parham v. Southwestern Bell Telephone Co. 433 F.2cl 
421 (8th Cir. 1970) ; Lea v. Cone Mills Corp., 438 F.2cl 86 (4th Cir. 
1971); and Aspira of New York, Inc. v. Board of Education of the 
City of Ne~v York, 65 F.R.D. 541 (S.D.N.Y.1975). 

Furthermore, Section 125 would authorize the Attorney General, 
as a matter of right, to intervene in any private action brought "to 
enforce compliance with any provision of this Act." See 42 U.S.C. 
2000h-2; Spangler v. United States, 415 F.2d 1242 (9th Cir. 1969). 

1• See, e.g., Mathews v. Massell, 356 F. Supp. 291 (N.D. Ga. 1973) : U.S. v. Oity of Chicago, 395 F. Supp. 329 (N.D. Ill.), aJJ'd 525 F. 2d 695 (7th Cir. 1975) .; Mackey v. JfcDonct~d, 255 Ark. 978, 504 S.W. 2d 726 (Ark. Sup. Ct. 1974) ; Yovetich v. McOlintocl,, --Mont.--, 526 P. 2d 999 (Mont. Sup. Ct. 1974); Schreiber v. Lugar, 518 F. 2d 1099 (7th Cir. 1975). To the extent the Schreiber case bars private suits in Federal conrt for jurisdictional reasons, it is disapproved. "During consideration of H.R. 13367, the Committee struck as superfluous and unnecessary language regarding "standing" and "relief" in private civil actions. Courts· nlrendy recognize the right of citizens to sue for violations of the Act and to obtain appropriate relief, including suspension, termination, or repayment of funds. U.S. v. Oity of Ohicaqo, sup1·a. Th.e Committee also struck language requiring the exhaustion of administrative remedies before private suits can be brought. 
1• Allowing attorney fees only to prevailing plaintiffs tracks certain provisions of existino:: law. See 15 U.S.C. 15; 29 U.S.C. 216(b); 45 U.S.C. 153(p); 47 U.S.C. 206; 49 U.S.C. 16(2) ; 18 U.S.C. 1964(c). 
10 Since the United States will \llldoubtedly be a defendant from time to time. the provision for counsel fees is intended as specific authorization for such fees within the meaning of 28 U.S.C. ·2412. 

103 

The Attorney General must certify that the case "is of general public 
importance," and the application must be timely. 

RoBERT F. DRIN AN. 
JOHN E. Moss. 
DANTE B. F ASGELL. 
\V ILLIAM S. MooRHEAD. 
BENJAMIN S. RosENTHAL. 
J onN CoNYERs, Jr. 
BELLA S . .ABzuG. 
CAnmss CoLLINS. 
MICHAEL HARRINGTON. 



DISSENTING VIEWS OF RON. GLENN ENGLISH 

In the months that the State and Local Fiscal Assistance Act Amend
ments have been considered by the Government Operations Commit
tee, repeated efforts have surfaced to employ the revenue sharing con
cept as the vehicle for a variety of regulations and restrictions on the 
independence of local governing units. 

The original concept of revenue sharing was based on the reason
able belie£ that state and local governments, which are much closer 
to the citizens than the federal bureaucracy, could better decide how 
to utilize tax revenues most wisely. 

There is no justification whatsoever for the federal strings which 
are now attached to revenue sharing-strings which can only lead to 
greater federal intervention in local affairs, and greater local depend
ence on the federal bureaucracy. 

I have watched with growing alarm as amendment after amend
ment was added to the State and Local Fiscal Assistance Act. 

The Committee's bill, as reported, broadens the federal role in local 
governments through a stiffer nondiscrimination section, a complex 
set of citizen participation guidelines, and by a far more comprehensive 
audit procedure. 

But these amendments, while extremely disturbing in their implica
tions for the program, do not begin to offer the threat to smaller juris
dictions which is implicit in Section 9, the Rosenthal Amendment. 

This measure, in the words of its proponents, "sets as a goal the 
preparation . . . of a plan for modernizing and revitalizing state 
and local government . . . (and) requires each state to submit . . . 
a report annually on the state's progress ... ~' Its sponsors further 
describe it as "an important first step" towards increased centralization 
of governments. 

In this amendment lies the threat of extinction for every small mu
nicipal government in America. Although the Rosenthal Amendment 
does not require immediate dismantling of small town governments, 
it clearly sets consolidation and "efficiency" as a federal goal. 

It is incomprehensible to me that this Committee or this Congress 
might accept such a policy-especially as a section of the revenue 
sharing program. 

I have faith in the ability of the citizens of local jurisdictions to 
elect a representative government which will use the federal funds it 
receives in a manner which benefits the community as a whole. But 
instead of strengthening local government, the many amendments at
tached to the State and Local Fiscal Assistance Act by the Committee's 
bill would throw the door wide open for federal domination of smaller 
communities. 

I believe that H.R. 13367 as reported negates the trust which the 
Congress quite properly placed in local governments. Its effect upon 
these small governments would be so far-reaching, and so dangerous, 
that I firmly believe it should not be passed in its present form. 

GLENN ENGLISH. 
(104) 

ADDITIONAL VIEWS OF RON. ELLIOTT H. LEVITAS 
(CONCURRED IN BY RON. L. H. FOUNTAIN, RON. DON 
FUQUA, RON. RICHARDSON PREYER, RON. FRANK 
HORTON, RON. JOHN N. ERLENBORN, RON. CLARENCE 
J. BROWN, RON. PAUL N. McCLOSKEY, JR., RON. SAU 
STEIGER, RON. GARRY BROWN, RON. CHARLES 
THONE, RON. ALAN STEELMAN, RON. EDWIN B. 
FORSYTHE, RON. ROBERT W. KASTEN, JR., AND RON. 
WILLIS D. GRADISON, JR.) 

We support the continuation of the State and Local Fiscal Assist
ance Act, better known as the "General Revenue Sharing" program. 
The bill repored by this Committee makes many significant improve
ments in the program in the areas of citizen participation, reporting 
requirements and eliminating discrimination. We have done away 
with the restrictive categories in which revenue sharing funds had to 
be spent and, by doing so, have more fully implemented the concept 
on which revenue sharing is based, that is, letting State and loca1 
elected officials, who are close to the people, have the decision-making 
power to determine the most effective means for meeting their own 
community needs, which they know best. 

Unfortunately, this Committee has, in one most significant in 
stance, taken a giant step backwards. We refer to the amendment 
offered by Congressman Rosenthal which was adopted, on reconsidera
tion, by a one vote margin in Committee and which we strongly oppose. 
It now apears in the bill as Section 9. An amendment will be offered 
on the floor to strike it. 

The amendment requires that each State government prepare and 
develop a "master plan" and "timetable" for "modernizing" and "re
vitalizing" State and local governments. It further spells out the cri
teria which the States may use in developing their master plan, and 
requires the subcommission by the Scretary of Treasury of annual re
ports to Congress on their progress in meeting these goals. The, criteria 
include, but are not limited to: 

Easing the restrictions on the borrowing and taxing powers of local 
governments; 

Liberalizing municipal annexation of unincorporated areas· 
Authorizing city-council consolidation or transfers of specifi~d func

tions between municipalities and counties; 
Authorizing ~~n.icipalities to exer~ise extraterritorial planning, 

zonmg and subdivisiOn control over unmcorporated areas not subject 
to effective county control; 

Developing minimum State standards for services at the State and 
local level; and 

Reducing the number of local governments too small to provide 
efficient administration possessing inadequate fiscal resources. 

(105) 
69- 446-··76--8 
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The Rosenthal amendment is a death-dealing blow to the whole con
-cept of a federal system. of gove_rnment: It is cl~a~ly the fi1;~t step a,~ 
letting some burPaucrat m vVashmgton 1mpose h1s 1deas of modern 
and "rp,·italized" local and State government on the 50 States and the 
37.000 local governments across the natioJ?-. . . . 

The amendment is described as "perm1ss1ve" m nature, bnt 1ts pro
ponents further call it " ... an important first step." A first st~p is 
necessarily followed by a second step, and then more steps until we 
reach a junction in the road which this Committee, in reporting re
enactment of general revenue sharing, never intended to fol1ow. In 
this "first" step we are admonishing the State and local governments. 
'Vill our next step be to require them, and then to administer a mod
ernization and revitalization plan stamped out by Washington? 'Vill 
the distribution of revenue sharing funds be tied to the efforts of State 
and local governments to comply with the master plan? 

Is the federal government itself, after all, the model of efficiency 
and modernization that we are asking of State and local governments 
through this amendment? Perhaps we should apply the criteria set 
forth in the Rosenthal amendment to ourselves first before we point a 
finger, albeit advisory, at our State and local governments. "Physician, 
heal thyself." 

Some of the criteria set forth in this amendment, such as improv
ing local tax bases, authorizing intergovernmental contracts, etc., may 
be worthy of consideration and desirable ends in and of themselves. 
Howe.-er, each of these may be desirable, only if initiated by ,the 
State and local g-overnment 'in this country what is an improvemrnt 
for them in modernizing their governmental structure. If the con
stituents of these States and local jurisdictions don't like the way 
things are run, let them send the message. 

The general revenue sharing program is not the proper vehicle to 
implant every Member's ideas of what is improved local government. 
In April, last year, the General Accounting Office issued a report 
which concluded that the general revenue sharing program was not 
the vehicle to bring about or even encourage "modernization" of lo
cal governments. In the appendix to that GAO report, entitled "Rev
enue Sharing and Local Government Modernization," Daniel J. Ela
zar of the Center for the Study of Federalism at Temple University 
states: 

. . . it would be both infeasible and inappropriate to amend 
the Revenue Sharing Act to provide inducements for modern
ization. In part, this is because it is unclear precisely what 
modernization involves these days. Beyond that, the political 
and administrative problems of establishing a single feder
ally enforceable pattern are enormous and likely to be coun
ter-productive. Moreover, the value judgments that must be 
made before such a plan could be enacted into legislation are 
very great indeed. One of the great values of federalism is the 
possibility it offers for diversity and experimentation. Both 
exi~t in great r;neasure in th~ United States today and any 
act10ns that m1ght reduce mther deserv~ long and careful 
consideration. Finally, congressional action to attach serious 
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conditions to general revenue sharing wonld by any standards 
be a radical departure from the original premises of the rev
enue sharing idea and would change the character of revenue 
sharing beyond recognition. 

Our system of gm·ernment is a federal system. The states and 
their subdivisions are part of that system. This Rosenthal amendnwnt 
charts a new course in the federal-state-local relationship. If the 
Rosenthal amendment is not deleted, "·e will undermine the entire 
Constitutional concept of federalism. The Rosenthal amendment is 
at best a dangerous precedent. 

Some local governmental structures have been in existence longer 
than eTen our federal structure. Many of them operate with a level 
of representation and a record of achievements deserving of our envy. 
Yet the Rosenthal amendment suggests that these governments a(lopt 
new ways of handling community needs, even though they may have 
been successfully dealt "-ith for generations. 

'Ve belieYe in the precepts on which general revenue sharing is 
based. It iP. a straightforward approach which recognizes the ability 
of elected State and local government officials to identify and resolve 
their O\Yll problems. It restores tax revenues to local officials, and ex
presses our confidence in their ability to use these funds wisely. The 
Rosenthal amendment cuts into the trust we have affirmed in local 
officials and jeopardizes the basic concept of ~eneral revenue sharing. 

The cost of developing a master plan and tlle subsequent implemen
tation of it, dilutes the purpose of these funds for community serv
ices and could in the long run exceed the amount of total federal 
dollars derived, in addition to the legal threat it poses to our Con
stitutional federal system of governmc>nt. 

By adopting an amendment to delete Section 9, the House of Repre
sentati v-t' S will reaffirm its belief in the federal system and its support 
of the concept behind general reYenue sharing. The dollars that State 
and local governments would receive could not be worth the cost of 
converting our States into provinces and our local governments into 
administrative precincts molded and run by a po·werful central gov
ermnent in \Vashington. That would be the end of our federal system. 

ELLTOTT H. LEVITAS. 
L. H. FouNTAIN. 
DoN FuQuA . 
RICHARDSON PREYER. 
FRANK HoRTON. 

•• •• ' 1 .r onN N. ERLENBORN. 
CLARENCE J. BROWN. 
PAuL N. McCLOSKEY, Jr. 
SAM STEIGER. 
GARRY BROWN. 
CHARLES THONE. 
ALAN STEELMAN. 
EDWIN B. FORSYTHE. 
RoBF..RT '""·KASTEN, Jr. 
VYILLIS D. GRADISON, Jr. 



ADDITIONAL VIEWS OF RON. FRANK HORTON, I-ION. 
.JOHN N. ERLENBORN, HON . .JOHN W. WYDLER, RON. 
CLARENCE .J. BROW~, RON. PAUL N. McCLOSKEY, .JR., 
RON. SAM STEIGER, RON. CHARLES THONE, RON. ALAX 
STEELMAN, RON . .JOEL PRITCHARD, RON. EDWIN B. 
FORSYTHE, ROBERT W. KASTEN, .JR., RON. WILLIS D
GRADISON, .JR., AND RON. GARRY BROWN 

When the State and Local Fiscal Assistance Act of 1972 was signed 
into law, government officials from towns, cities, counties, and States 
heralded its enactment as the most significant change in Federal-State
local relations since the beginning of the New Deal. 

During the nearly five years of the program, $30.2 billion has been 
distrrbuted to 39,000 units of government. The funds made available 
under this program, with a minimum of restriction, have reduced the· 
increasing pressure on State and loC'al governments' budgets. 

On Thursday, May 6, 1976, the Full Government Operations Com
mittee approved a bill to extend this program for 3% years. The pro
posal contains some excellent provisions including an entitlement 
mechanism for ftmding revenue sharing and a long-term authoriza
tion of 3% years. 

However, ·the bill ·also includes some provisions which are alien to
the conc~pt of General Revenue Sharing; burdensome in the require
ments they impose on State and local governments; and contrary to 
the structure of a Federal system of government. 
The Ro8enthal amendment 

Central to the purposes of General Revenue Sharing, is the goal of 
providing fiscal assistance to State and local governments without the· 
encumbrances of traditional categorical assistance. One amendment 
approved by the Committee would add a restriction which will in
evitably lead to a conversion of revenue sharing into a bureaucratic· 
nightmare. This is the Rosenthal 0'Modernization of Government 
Amendment." 

The Rosenthal Amendment would have each State government pre
pare and develop a master plan and timetable for modernizing State 
and local government. But the master plan is to be designed according 
to '\V:ashington-defined goals as outlined in the subsections (c) (d) 
and (e) of the amendment. 

The Rosenthal Amendment also directs the Governor of each State· 
to submit the proposed master plan to the State legislature, and to 
the chief executive officer and legislative body of each county govern
ment, township government and other units of local governments. 

The responses of these governments are to be compiled and sub
mitted to the Secretary of the Treasury on an annual basis who in tnm 
is supposed to submit an annual "progress" report to the Congress. 

This is bureaucratic red tape at its worst. The number of repo!'ts 
(lOR) 
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generated by the Rosenthal Amendment will place additional burdens 
on all levels of government ·wiTHOUT any demonstrable benefit. 

The standards for modernization established ·in the amendment in
clude such laudable goals as" ... substantially improving the effective
ness, economy and equity of State and local government." By what 
standards m·e effectiveness, economy and equity measured? The stand
ards for the design of State •and local governments are the province of 
their constituencies. 

\Ve oppose the creation of another self-perpetuating Federal bu
reaucracy to pass judgment on these non-Federal concerns. 
HepoPting requirement8 

The reporting requirements now imposed on recipient governments 
are a good example of how both the Subcommittee and the Full Com
Jnittee have loaded clown the progrwm with requirements without look
ing at the implications of these requirements for the governments tha1t 
must administer the program. Reporting requirements for any pro
gram should be designed to meet the following needs : 

1. To inform citizens of the expected anival of revenue sharing 
funds and to pi'epare !them to participate if they so desire in the allo
cation of these resources; 

2. To inform the Treasury and Congress of how recipient govern
_ments have chosen to spend the money; and 

3. To provide some basis for ascertaining whether recipient govern
ments have allocated funds in compliance with the law. 

These three purposes strongly suggest that the reporting require
ments of the Bill represent the collectwn of information for informa
tion's sake. 

Specifically, it is not necessary for Congrqss or the Treasury to col
lect Proposed Use Reports. Actual Use Reports are enough. Proposed 
Use Reports serve the important purpose of preparing citizens for par
ticipation in the local budget process, but because of their tenuous na· 
-ture, such reports are of little use to the Federal officials. 

Unless a compelling purpose can be identified, why should we 
require Federal employees to receive, read, and categorize 39,000 
Planned Use Reports ranging in complexity from a few pages for 
smaH. localities, to many volumes for States and large cities and 
,counties. 

The requirement of the Bill to automatically send copies of the 
Actual Use Report to each of the Governor's offices is another good 
example of unnf'cessary reporting. This provision assumes that all 
Governors wish to receive such reports and would do something use
ful wi·th these reports after they receive them. Such reports should be 
available to Govern.ors only upoi1 request. 

The Full Committee added an additional and unnecessary record 
keeping provision that requires all 39,000 recipient O'Overnments to 
identify particular items in their budgets funded by r~venue sharing. 
The only useful purpose of this p~'ovision is to put recipient govern
ments on notice that they must stnctly account for the expenditure of 
these funds . · 

This strict accounting would assist recipient governments in counter
ing noncliscrin;tin~tion ~uits by helping to meet the requirements o£ 
dear and convmcmg evidence of the uses chosen for revenue sharing 
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f~mds. Adding this requirement to the bill, how_ever, conflicts with posi
tions supposedly taken by both the Subcomnnttee and the Full Com
mittee that revenue sharing funds are by their very nature fungible. 
Under this view, no amount of accounting will help to separate sharing 
funds from other tax revenues. As a consequence, the requirement to 
identify with great precision the use of revenue sharing funds will 
prove to be another example of a meaningless Federal requirement. 

Until now the reporting of proposed and actual use of revenue 
sharing funds was done at the time recipient governments received 
notice from Treasury of the arrival of funds. This allocation of funds 
could occur at any time in a local government's fiscal year. The bill, 
as written, would tie reporting and citizen participation requirements 
to the local budget process. Local governments must allocate revenne 
sharing funds at the same time they allocate their own resources. 
·while this objective is laudable, the proponents of this change have 
failed to account for the fact that 94 percent (see Exhibit I) of the 
local governments of this country have budget cycles different from 
that of the Federal government. 

Unless over 35,000 recipient governments change their fiscal cycles 
to correspond with the Federal fiscal year, which is neither reasonable 
nor desirable, it will not be possible for these governments to comply 
in good faith with this provision. 

If the requirement is not changed, these governments will haYe 
to resort to accounting tricks and gimmicks to meet the letter of the 
law. This result flies in the face of the Committee's intent to improve 
meaningful citizen participation, planning and accountability for the 
use of revenue sharing funds. 

EXHIBIT I 

SUMMARY OF LOCAL GOVERNMENT FISCAL YEARS 

Fiscal year ending: 
Jan. 31 .............................................................................................................................. .. 
Feb. 29 .................................................. _ .. ___ ............ : ...................... : ; .. ...... .. ................ .. 
Mar. 31 ............................................................................................................................ · 
Apr. 30 ............................................................................. : ................................ __ ....... .. 
May 31 .. _ .. _ .............................................. ' ...................................................... -- ............ .. 
June 30 .......................................... ........... ................................................... __ ........ ........ .. 
Sept. 30 .............. -- --- ----------- .... ________________ . _____________________ _ 
Nov. 30 ......................... ~ .......... . ...... ________ ---------- __________________ ... .. 
Dec. 31 .................. __ .. _______ .. _____ _____ __ ______________ ___ _____________ •_ .. 

Number of 
governments 

14 
I, 034 
7, 114 
I, 267 

618 
6, 885 
2, 252 

102 
17, 993 

Percen t of 
total 

2. 7 
19. I 

3. 3 
1.6 

18. 5 
6.0 
.2 

48. 3 

37, 279 99. 7 

Note: Main point-94 percent of all local governments have fiscal years ending at a date different from that of the Fed-, 
era! Government. 85 percent of all local governments have fiscal years ending at I of the following dates: Mar. 31, June 30, 
Dec. 31. 

Source: Bureau of Census. 

Auditing requirements 
The Committee bill requires an audit of the entire recipient gov

ernment's finances rather th~u1 iust those progrrrms funded in whole or 
in part by revenue sharing. Few major local governments conduct 
audits of all their finances each year. Many p_rograms are audited on 
a three or four year cycle. To require that a major city likeN ew York 
or Chicago completely audit all of its finances yearly would be an ex-
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pensive proposition requiring tremendous audit staffs producing thick 
documents that may hardly change much from year to year. 

The Committee has not focused on what is to be clone >vith this audit 
information. Clearly, this requirement will yield much more than is. 
necessary to determine compliance with provisions of the Act. This 
extra information is compiled at great cost which will serve no pur
pose except to increase the burden of Federal paperwork. 

The Committee Bill requires that these financial audits be in ac
cor·dance with generally accepted auditing standards. Yet, it is not at 
.all clear that such standards exist in operational form for State and 
local governments. 

Proponents of these audit standards argue that such audits will 
prevent local governments 'from bankruptcy similar to what IJJefel1 
New York City. The proponents fail to address the fact that audit 
reports usually fail to confront the rea]]y important questions that 
pertain to the fiscal solvency of State and local government. There are 
many different ways to estimate revenues and expenses. Playing with 
these techniques is the way some State and local governments bring 
their budgets into "balance." Audit reports tend not to focus on the 
important questions of whether a budget is actually in balance, 'vhether 
estimating techniques m·e valid, and whether the steps necessary to
achieve or maintain balance of revenues 'and expenses have been taken 
On the contrary, audit reports tend to focus only on whether funds 
have been expended in the manner appropriated. As a consequence, the 
important information promised by the author of this amendment 
may never materialize. 

Nondiscrimination p1·ovisions 
Since the early 1960's, the Congress has repeatedly enacted civil 

rights legislation designed to bring the full power of Federal enforce
ment mechanisms to bear on guaranteeing constitutionally protected 
rights for all American citizens. Beginnmg with the historic Civil 
Rights Act of 1964, the Congress has reaffirmed its c01mnitment to· 
strong civil rights enforcement through the Public Accommodations 
Act, the Equal Employment Act and the Voting Rights Act. 

When markup of the General Revenue Sharing extension proposals 
began in earnest early in 1976, a bipartisan effort was started to pro
vide an improved nondiscrimination provision commensurate with the 
scope of the General Revenue Sharing program. Legitimate criticism 
had been lodged against the Office of Revenue Sharing for its lack of 
initiative in enforcing the nondiscrimination provision of the existing 
law. 

The basic goal of the Subcommittee was to "send the Office a Reve
nue Sharing a message" that effective civil rights enforcement was a 
principal goal of the Congress in its extension of the revenue sharing 
program. . 

The provisions which emerged from the Subcommittee on Intero-ov
ernmental Relations and Human Resources were extremely compre
hensive in that they extended the nondiscrimination protections to all 
activities of local government unless it could be proved by clear and 
convincing evidence that revenue sharing funds were not 'used in the
activity where the discrimination was alleged. 
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The provision contained procedural safeguards for recipient gov
ermnents but simultaneously removed discretion from the Office of 
Revenue Sharing on the timing and degree of fund suspension and/or 
termination. 

·when the Full Committee on Government Operations met on May 
6, 1976, an alternative was approved that eliminated many of the pro
cedural safeguards in the Subcommittee provisions. 

Principal among these modifications is a provision permitting the 
suspension of revenue sharing funds on the basis of the filing of a civil 
action alleging discrimination on the part of a recipient government by 
the Attorney General of the United States WHETHER OR NOT 
THE USE OF REVENUE SHARING FUNDS IS EVEN AL
LEGED. This provision places in perpetual doubt the continuation of 
revenue sharing funds to each recipient government. The continuing 
J·hreat of suspension would have a devastating impact on local budget 
planning and would place in continual jeopardy the delivery of serv
ices to those most in need. 

Another provision of the nondiscrimination section modified in the 
Full Committee requires the Attorney General to participate in all 
·compliance agreements developed by the Department of Tre-asury and 
the Office of Revenue Sharing. This change was made despite the De
partment of Justice clearly stating that such an arrangement would be 
an administrative nightmare which would undercut litigation the 

.Justice Department might already be pursuing. 
Finally, the Committee agreed to a provision on private citizen suits 

which permits the awarding of attorney's fees only to the prevailing 
plaintiff, to enforce any provision of the Act. 

The issue of the propriety of awarding attorney's fees is secondary. 
The central question is whether the United States government shall 
be in the position of defendant or plaintiff in civil rights enforcement 
cases. If the United States becomes a defendant in every civil rights 
case involving revenue sharing funds, its capacity to enforce laws 
will be severely limited. The Justice Department's enforcement pow
ers would be greatly strengthened if such private suits were author
ized against State or local governments, but not the Federal govern
ment. The role of the Justice Department should be the enforcement 
of the civil rights provision through litigation. The present provis
sions on private citizen suits would severely limit that capacity. 

These modifications approved by the Full Committee will not im
prove the operations of the revenue sharing program, nor will they 
enhance the civil rights enforcement record of the Office of Revenne 
Sharing vis a vis the provisions approved by the Subcommittee. On 
the contrary, they could substantially reduce the number of ,Justice 
Department lawsuits since any discrimination alleged at the State or 
local level will trigger suspension of revenue sharing funds within 
45 clays. 

Extension of the Davis-Bacon Act 
Under P.L. 92-51'2, the original General Revenue Sharing Act, the 

Davis-Bacon wage standards were to be applied to any construction 
project of a recipient government which received 25 percent or more 
of the funds for that project from General Revenue Sharing funds. 

The provision approved by the Committee would apply to the 
Davis-Bacon provisions to all local construction projects, regardless 
of the percentage of revenue sharing funds used. 
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Advocates for this modification justified their position by arguing 
that some local governments had used 24 percent revenue sharing 
funds in construction to a void the Davis-Bacon wage requirements. 
While there has been little in the way of documentation of this charge, 
the Committee agreed to eliminate tJhe 25 percent requirement. 

The manner in which the Davis-Bacon Act is administered by the 
Department of Labor is likely to drive the cost of construction beyond 
the reach of many small and medium size local governments. 

Studies by the General Accounting Office have shown that Davis
Bacon Act adds from 5 to 15 percent to the cost of construction.1 A 
Murray L. vViedenbaum, "Government Mandated Price Increases-A 
construction projejct of a Veterans Hospital was increased by 22 per
cent as a result of Davis-Bacon and a public housing project in Florida 
by 6 percent. 2 

This issue for revenue sharing is not the validity of Davis-Bacon, 
but the impact of using revenue sharing as a vehicle for extending 
Federal regulations and controls over all facets of State and local 
government activities. 

Over half of the 39,000 recipient governments receive less than 
$7,000 'annually in revenue sharing funds. In cotmtless cases, extend
ing the applicability of Davis-Bacon standards to all construction 
projects by these governments would add more in construction costs 
than the government receives in revenue sharing. 

Supplemental fiscal a~sistance 

The Supplemental Fiscal Assistance Provision allocates $150 million 
along the lines specified in the Fascell formula, H.R. 10319. 

Under the bill, as written, the supplemental funds come from the 
current formula. The amount of money authorized for the current 
or standard formula was the annualized amount of the last entitle
ment period. This supplemental appropriation is achieved by reducing 
this funding level by $150 million. This provision has the effect of 
reducing the standard revenue sharing program by $150 million, thus. 
reducing the standard revenue sharing allocation to each recipient 
government. 

The formula includes a poverty factor which is achieved by substitut
ing the percentage of people below the poverty line in place of the 
per capita income figure that is used in the current formula. 

ill a.for problems 1oith this supplemental fiscal assistance 

1. The decision to allocate an extra "pot" of money to State and 
local governments to recognize particular needs is laudable. It is 
questionable as to whether the Fascell formula is the best formula for 
doing this. 

The question is: "'\Vhich needs should be addressed that are not being 
addressed under the current law? The Committee has never really 
focused. on this question. The formula for allocating this Supplemental 
Fiscal Assistance does not address many of the commonly recognized 
problems of State and local government. 

1 See Murray L. Weidenbaum, "Government Mandated Price Increases-A Neglectecl 
Aspect of Inflation," A.E.I. 1975, p. 62. 

• Ibid., p. 62. 
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For example: 
a. The formula does not benefit the large urban industrial States 

that have been impacted so severely by the recession. 
b. The formula does not favor States that have higher than average 

unemployment rates. (Exhibit II) 
c. Many cities in dire financial straits would receive no supplemental 

funds at all. Other local governments with no apparent need get an 
increase in their allocations. 

For example: Yonkers, New York which almost went bankrupt ear
lier this year would receive no additional funds under the supple
mental add-on provision. Yet Vail, Colorado which already has a high 
per capita allocation would receive a 16 percent increase in funds. 

The Supplemental Assistance Provision does not recog11ize that the 
responsibility for the provision of social services varies from govern
ment to government. In many cases, there are four different levels of 
government: State, county, townships and municipalities. Only one 
level may haYe primary responsibilities for the provision of social 
services. Yet, the proposal would dump money on all four levels re
gardless of their ability to use the funds. 

Any supplement to the revenue sharing program that professes to 
apply money to social needs cannot afford to overlook the fact that 
only certain levels of government have the responsibility of providing 
these services. 

In smnmary, applying this Supplemental Fiscal Assistance reduces 
the allocation to the current revenue sharing program to a level below 
the current funding level of 6.65 annually (Entitlement Period '7). 
This $150 million is then reallocated on the basis of a formula that 
has not been the subject of much debate and may have serious distribu
tional inequities. 

EX HI BIT II 

IMPACT OF SUPPLEMENTAL FISCAL ASSISTANCE PROVISION ON STATES WITH UNEMPLOYMENT RATES HIGHER 
THAN THE NATIONAL AVERAGE (NATIONAL AVERAGE 8.3, DECEMBER 1975) 

State and local government 
losses 

Unem
ployment 

rate 

Dollar 
loss 

(thou
sands) 

Percent 
reduc

tion 

Michigan_____ ________ __ 12. 5 1, 824 0. 7 
Rhode Island __________ _ 12. 4 334 I. 2 
Florida_._____ ____ ____ __ 11.7 1, 438 . 7 
Conn•cticu\. _________ _ : 10.5 548 . 6 
New York .. • • --- -- - - - -- 10.3 765 .1 
New Jersey ___ ____ ______ 9. 9 2, 274 1.1 
Maine ..... ------ - ----- 9. 7 758 1.8 
Vermont. __ ______ _____ _ 9. 5 349 I. 7 
Ari,ona . ___ __ ___ _____ __ 9. 4 1, 284 1. 9 
Califorria ____ ____ ____ : _ 9. 4 13,407 I. 9 
Pennsylvania _____ . ____ _ 8. 8 556 . 2 
Washington .•• - ------- -- 8. 7 I, 790 1. 8 

Total loss ___ __ _____ ______ __ 25, 327 

1 Less than 1,000 
' Less than I percent 

Massachusetts_------Oregon _________ _____ 
Alaska. ____ . _·------
South Carolina __ ____ _ 
Delaware ___ ____ _____ 
Georgia . ___ ·--- - - - --
Montana. __ _____ . ___ 
Alabama _____ ___ ____ 

State and local government 
gains 

Dollar 
Unem- gain 

ployment (thou· Percent 
rate sands) gain 

11.8 I, 250 0. 6 
10.4 2, 034 2. 9 
9. 6 300 3.1 
9. 5 I, 817 1.9 
9. 5 615 3.1 
8. 7 3,116 2. 2 
8. 4 (1) (' ) 
8. 4 I, 290 1.2 

Tolal gain __ ____ _____________ 10, 422 

Note main point.-The supplementary fiscal assistance provision does not benefit States that have been severely im
parted by the recession. Of the 20 States with higher than avera~e uremploymeot r?tes, 12 of them fail to benefit from this 
supplementary assistance. This supplementary provision would deny them some $25.000,000 that would accrue to them 
if the $150,000,000 were allocated under the current formula. 

115 

.Conclusion 
The leo·islative process requires that differing points of view come 

together in order to achieve positive results. But, when the proposals 
of some become so contrary to the purposes of .an individual piece of 
legislation as to violate its basic intent, these proposals can no longer 
be the basis of agreement and compromise. The amendments to revenue 
sharing extension bill discussed in these additional views represent 
:such violations of the program's intent. 

P erhaps, some of these amendments are well intentioned. However, 
taken individually or together, they represent the conversion of Gen
eral Revenue Sharing into a burdensome and convoluted program 
guaranteed to strangle the lifeblood from most units of State and local 
go,·ernment by reducing or eliminating the benefits that should flow 
from Federal ren mue sharing assistance. Neither the interest groups 
.suppor ting these amendments, nor the opponents of General Revenue 
S haring who have supported them. in the name of reform, are well 
sen ·ed by such actions. 

IV e, the undersigned, supported the Commit tee Bill because of our 
strong commitment to the General Revenue Sharing concept, and be
cause it is mgent that Congress act to extend this program. We are 
-confident that the Full House of Representatvies will see fit to modify 
the injurious provisions so that revenue sharing will continue to exist 
8 S .a model of Federal cooperation-not of Federal interference-with 
.State and local governments and their citizens. 

FRANK HoRTON. 
JOHN N. ERLENBORN. 
JOHN w. WYDLER. 
CLARENCE J. BROWN. 
PAuL McCLOSKEY, Jr. 
SAM STEIGER. 
CHARLES THONE. 
ALAN STEELMAN. 
JOEL PRITCHARD. 
EowrN B. FoRSYTHE. 
RoBERT W. KASTEN, Jr. 
WILLIS D. GRADISON, Jr. 
GARRY BROWN. 



ADDITIONAL VIEWS OF RON. JOHN N. ERLENBORN 

The Davis-Bacon Act was originally designed to insure the integrity 

of union wage scales in the construction industry where a threat of 

non-union employment existed. It is, therefore, ironic, that a decision 

made by the Full Committee extending Davis-Bacon to all local con

struction projects will result in destroying the integrity of the Gen

eral Revenue Sharing program. 
When revenue sharing >vas originally enacted, a provision of the 

law required the application of Davis-Bacon wage standards where 

25 percent of a local construction project was financed by rHenue 

sharing funds. This provision, agreed to after extensive negotiations 

with the interested unions, was to protect the union wage scales where 

substantial Federal funds were involved. 
There were many Members of Congress at the time of the original 

enactment who expressed concern about this provision. I believe it was 

a valid compromise and adhere to that view today. 

The action taken by the full Committee, however, is a potential 

disaster for many local governments. In a recent study published by 

The Wharton School of Finance of the University of Pennsylvania, 

Professor Armand J. Thiebolt, Jr. strongly criticized any applicability 

of Davis-Bacon. He wrote in part: 

Without question, the greatest disadvantage of Davis

Bacon is its cost. Exclusive of residual, multiplying, or es

calating effects, Davis-Bacon costs more to operate than the 

whole federal judiciary establishment, and perhaps more to 

run than the entire legislative branch of government. A very 

conservative estimate would be one-quarter to one-half of a 

billion dollars per year in administration and excess con

struction costs over what a free market would provide. To 

· this estimate must be added the inflationary impact which 

Davis-Bacon creates by favoring union rates, which then 

spread from government construction to private construction 

and hence establish an escalating superminimum wage rate 

for the industry. Including these effects might well bring the 

total annual cost of the Davis-Bacon Act to $1.5 billion.1 

Whether Davis-Bacon standards are applicable to all local construc

tion projects is critical to continuation of many small and medium 

sized governments in the program. 
Over 50 percent of the 39,000 recipients of revenue sharing funds 

receive less than $7,000. On an average $100,000 capital construction 

project by a local community, an increase in cost in excess of 7 percent 

would eliminate any financial benefit of the program. 

Studies by the General Accounting Office have shown that the Davis

Bacon Act adds from 5 to 15 percent to the cost of Federal constmction. 

1 Labor Relations and Public Policy Series, "The Davis-Bacon Act," 1975, p. 170. 
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Professor Yale Brozen of the University of Chicago has reported 

that in many instances the U.S. Departnnent of Labor, which sets the 

"minimum scale" of union pay for Federal projects, uses figures that 

are higher than those prevailing in the area where the work is being 

done. In 50 percent of the cases, the Labor Department used union 

rates from a country other than that in which the work was being 

done.2 

Such excessive upward pressure on construction costs can only force 

many units of local government out of the revenue sharing program. 

The impact of this on the economy of those areas which would be 

forced to refuse revenue sharing funds can only serve to drive down 

pay scales as rthe governments cut construction projects and other 

capital expenditures. 
The Davis-Bacon provision in the existing law is sufficiently strong 

to protect the rights of union pay scales. It should be preserved in 

the bill to which the House of Representatives ultimately agrees. 

JOHN N. ERLENBORN. 

2 Brozen, Yale, "The Law That Boomeranged," Nation's B~tsiness, April, 1974, pp. 71-72. 
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THE WHITE HOUSE 

WASHINGTON 

May 24, 1976 

MEMORANDUM FOR LIE LEPPERT 

FROM 

SUBJECT: Genera .... \o,;!;,'"""" v'uu.,..;;; UUU..J-J;.U'::J -
(H. R. 13">C \ II~.~-

Appropria 

The House Appropriations Committee is s~duled to take up 
the General Revenue Sharing bill on ;L'hnrsday, May 27. Mahon 
has circulated.a letter to all Members of the Comm1£tee 
indicating that he would not lead a fight to reduce the 
entitlement amount ($6.65 billion for FY77), but would seek 
support for an amendment to strike the entitlement financing/ 
provision in favor of annual appropriations. 

The Appropriations Committee is considering this bill under 
the sequential referral provisions of the Congressional 
Budget Act regarding entitlement legislation and limits the 
Committee's jurisdiction to a decision on the level of fund
ing only. The $6.65 billion level of the Government Opera
tions Committee bill is higher than both the First Concurrent 
Budget Resolution and the President's submission ($6.542 bil
lion). We do not plan to fight the additonal $112 million. 

With respect to the annual appropriations issue, a "Committee 
amendment" is prohibited under these procedures; however, 
Mahon will probably ask for support from the Committee for 
his anticipated floor amendment. We strongly oppose annual 
appropriations or advanced funding and will seek to limit ;/ 
support for such amendments. // 

Attached for your use is information on the Appropriations 
Committee Members' 1972 record on the key votes. 

Secretary Simon has sent a letter to all Republican Committee 
Members setting forth our strong support for the entitlement 
financing provisions. The letter is silent on the funding 
level issue. Both Max and I have talked to Cederberg and a 
meeting with Bob Michel is scheduled for 3:00 p.m. tomorrow. 
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I have asked Hal Eberle to touch base with the Democratic 
and Republican Members of the Treasury Appropriations Sub
committee. The interest groups representing State and 
local governments are in accord with Administration policy. 
and will work the Democratic side. 

Also attached is a copy of the telegram I mentioned at this 
morning's staff meeting. 

Attachments 
cc: Max Friedersdorf 

Jim Cannon 
Alan Kranowitz 

/ 



THE WHITE HOUSE 

WASHINGTON 

May 28, 1976 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

/!.:: .(..<...~....«-<.-<...c. 

eting 

f-~ 

_Jt~ 
f 

Can we prepare, for the Coalition Meeting, a memorandum 
updating previous information on what will happen to 
states, cities and other local communities if revenue 
sharing fails to pass? 

I believe the early information came from the National 
Governors' Conference, Conference of Mayors and other 
public interest groups. 

The cover on such a memorandum might be: 

"If there were no revenue sharing 

Please let me know what you think. 

cc: Jim Cavanaugh 
Art Quern 
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