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THE WHITE HOUSE

WASHINGTON

March 3, 1975

MEMORANDUM FOR: WARREN HENDRIKS
FROM: MIKE DUVAL s >
SUBJECT: SECRETARY SIMON'S MEMO ON

ENERGY TAX REBATES TO STATE
AND LOCAL GOVERNMENTS

On February 27 you assigned the action on this memor-
andum to Jim Falk. This is primarily an energy issue
and should remain so.

Accordingly, I recommend that you send the attached
memo to Frank Zarb for consideration by the ERC. They
should than forward their recommendations back to us
for our cover memo to the President.

cc: Jim Falk
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WASHINGTON
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THE WHITE HOUSE

WASHINGTON

March 18, 1975

MEMORANDUM FOR: JIM CANNON
FROM: JIM FALK &
SUBJECT: Reenactment of General Revenue Sharing

As we discussed in South Bend, we have been developing a plan and following
our schedule fairly faithfully with respect to the reenactment of the program.

- The policy development work is largely complete with the Presidential decisions
that have been made in two options papers which I have given to Dick Dunham
with all of the attendant backup materials. We are now in the process of mechan-
ically putting together the legislation and the Presidential Message as well as
planning the action phase which will begin with the transmission of the Message
and the legislation to the Congress. Our tentative plan is to have the Message
and the legislation ready when Congress reconvenes following their Easter
recess, April 7-11.

The following is a schedule of the steps that need to be carried out to lay the
groundwork for the introduction in Congress of the President's program:

- -
- Yy e
I O I ™

I. LEGISLATION - ,:1?.)
Individual Vi
Date Action Responsiblég~ .
Friday Deadline for agency comments on Purcell
3/14 legislation to be submitted to OMB.
Wednesday Agency comments to have been re- Schmults
3/19 viewed and agreement reached on

changes in legislation.

Friday Revised legislation readied in final Albrecht
3/21 form.



II.

III.

PRESIDENTIAL MESSAGE

Date

Tuesday
3/1

Wednesday
3/19

Thursday
3/20

Monday
3/24

PRESS PACKAGE

Date

Friday
3/14

Wednesday
3/19

Thursday
3/20

Thursday
3/20

Friday
3/21

Monday
3/24

Tuesday
3/25

Action

Message as revised by White House
to be returned to Treasury.

Message to be further edited by Treas-
ury and OMB to take into account changes

in the legislation.

Message to be returned to White House
for final review.

Final Message to be returned to Treasury

Action
First draft of fact sheet prepared
Revised fact sheet taking into ac-
count changes in legislation

Q's and A's for press package pre-
pared.

Press release prepared.

Description of legislation for press
package prepared

Items in press package (Presidential
message, press release, fact sheet,
press Q's & A's, description of legis-

lation) reviewed.

Press package sent to printer

Individual
Responsible

Falk

Schmults

Schmults

Falk

Individual

Responsible

Peterson

Peterson

Peterson

Crane

Parker

Schmults

Adams



Individual
Date Action Responsible
Thursday Press package returned from printer Adams

It is also essential that we plan the initial announcement and press conference
with adequate advance notice to State and local officials to enable as many as
possible to make their statements.

Further, the plan we have been following for meetings with members of Congress,
public interst groups, and special interest groups in attached at Tab A.

There is much more that needs to be done, particularly the development of an
implementation plan once the legislation is submitted, so that we can sustain
interest and answer questions such as the one Congressman Brown raised with
Max Friedersdorf. Some of these questions are not yet answered, but should be
shortly.

I would appreciate an opportunity to sit down and talk with you about this at
your earliest possible convenience.








































































THE WHITE HOUSE

WASHINGTON

March 20, 1975

MEMORANDUM FOR: WARREN HENDRIKS

FROM: TIM FALK%

SUBJECT: Summer Public Interest Group
Meetings

The following is a list of public interest group meetings, dates and
cities where they will take place for the Summer of 1975:

National Governors' Conference New Orleans, La. June 8-11
National Association of Counties Honolulu, Hawaii June 22-25

National League of Cities &
U.S. Conference of Mayors Boston, Mass. July 5-9

National Conference of State
Legislatures Philadelphia, Pa. October 7-10

International City Management
Association Seattle, Washington September 28-Oct. 2

**National Governors' Conference formal State Dinner will be held on Tues-
day, June 10, 1975 at 8: 00 p.m. -- Fairmont-Roosevelt Hotel, New Orleans, La.



THE WHITE HOUSE

WASHINGTON

March 27, 1975

MEMORANDUM FOR: JIM CANNON
FROM: JIM CAVANAUGH@//
SUBJECT: Revenue Sharing Talking Points

Here is some information pulled together by Jim Falk for
your meeting with the President this afternoon.

I. POLICY STATUS

The President has made the basic decisions on the shape
and form of the legislation promised to be sent to the
Congress in his State of the Union Address. (President's
action paper at Tab A.)

The plans are:

-- Renewal of the program in substantially its present
form.

—-= Authorization and cooperation for 5 3/4 years.
-- Continuation of the stair step increase of $150
million per annum. (This issue is explained in

paper at Tab B.)

II. PRESENT LAW

Key dates:

== October 20, 1972 the legislation was signed into
law as State and Local Fiscal Assistance Act of 1972.

-- The program presently in effect will expire
December 31, 1976.

-- The funds go to 39,000 units of State and Local
Government.
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MESSAGE TO CONGRESS @3 >
Present plan: N

-- Send Special Message and draft Bill to Congress in
mid-April.

-- Final work on Bill and Message now being completed.

STATE AND LOCAL GOVERNMENT
Their plans:

-- To try to keep the State, City, County coalition
together.

-- While they disagree among themselves about the
timing of when to push for reenactment, they
generally seek reenactment this year.

-- Governors, Mayors, County officials and Legislators
will all have Revenue Sharing as topic number one
at their upcoming national conferences.

REENACTMENT PLANS

Timing is the question:
--— When to launch.
== When to push with maximum effort.

-- What happens if we push and Congress doesn't act
this year.

-- Should we send package to Congress but not push
so that issue is carried over to next year.



‘ TAB A
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THE WHITE HOUSE

WASHINGTON

Januery 10, 1975

MEMORANDUM FOR: THE PRESIDZNT .

FROM: KEN COLE
SUBJECT: Policy Options for Renewal of General ,',j’"f';{: 'R\g"\\
' Revenue Sharing /. ’é;
e 5
: ’ : N )i
BACKGROUND Y

Attached is Secretary Simon's memorandum prepared following your meeting
on November 30 with the Steering Group working on this issue. (Tab A) 24

number of steps have been taken to refins the recommendations énd consult with
tate and Local government leaders.

Almosi 21l of the recommendations of the paper are supported unanimously by
Secre ba*fy Simon, Roy Ash, Bill Seidmen, Alan Crconspa*x, Dob Hartmann,
Max Friedersdorf and myself. :

However, Jack Marsh and I have sericus reservations about particular sections
of the reconmendatlons dealing with anti-discrimination and spending (use)

restrictions. These are spelled out later in this memorandum.
feel the recom-

Cn all other issues it is fair to say that we are unanimous a?*d o
nd Local government

mendations have the strong support of the leaders of State and
necessary for favorable Congressional action.

You are on record as supporting the renewal of the present prozram in sub-
stantially its present form. Your anpvo*-'>1 of these recommenuaﬁops will
assure action consistent with your public positions while attempting to s2ek
some needed improvements.

This memorandum identifies issues for ycur decision contzined in S;“cret:u'v
Simon's paper and provides you with recommendations.
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RECOMMENDATIONS ' ' o »!
Ve "
e /
N9
1. That we seek to renew the program for 5 3/4 years (both authorization -
and appropriations) with a provision calling for a review 2 years before
expiraton.
We recommend approval. Approve '/ Disapprove
2. - That we seek to continue the stair~step annual increment increase of
$150 million.
We recommend approval. Approve - Disapprove /

" Note: ‘We looked seriously at the possibility of "capping" the program
at its 1976 level. It is felt that this would raise much fear and criticism
and undercut support as well as highlighting the efforts of those who
will seek to tie increases to some form of index, i.e., Consumer Price
Index, Cost of Living or Federal Income Tax.

3. That we reiain the present formulas which have worked reasonably well
and are the consensus result of the Congressional process.

We recommend approval. o ' Approve [/ Disapproﬁe
4. That we retain the present 1/3 -2/3 split in funding between State and’
Local governments.
We recommend approval. Approve ;/ Disapprove T
5. That the present "maximum limitation" on the amount of funding per

capita that can be allocated to high tax effort areas be raised gradually
over 5 years from 145% to a new maximum of 175%.

We recommend approval. Approve / Disapprove
Note: This would not be 2 major retargeting, but would direct additional

money to some cities, partially addressing some increased needs and minority
undercount criticisms of past census data which is the base.




- Courts for such findings.

That we retain, as is, the 20% "minimum requirement® which serves to

ensure that small units of government recejve a minimum level of
assistance. '

We recommend approval. Approve !:/ Disapprove

That we strengthen the anti-discrimination protection afforded by the

act and clarify the Secretary's authority to defer payments in certain
cases.

(a) The Steering Group recommends a change in the legislation to allow
deferral of payments by the Secretary after a due process hearing and
a finding of discrimination by the Federal or State courts; a human

rights agency in the State; and/or an administrative law judge to be
" created in the office of Revenue Sharing. o

Jack Marsh and I recommend that you approve part of this change but
disapprove other parts. The Federal and State Courts should be relied on
completely to determine legal questions. The existing judicial system is ‘
adequate and we should not attempt to rely on quasi-agencies in such matters.

Marsh and Cole recommend approval of reliance on Federal and State
Approve / -Disapprove

Marsh and Cole recommend disapproval of reliance on human rights agencies
or administrative law processes.

Approve . Disapprove "

(b) That we seek authority for the Secretary to withhold or defer only that
portion of funds being used in a discriminatory manner.

We recommend approval. Approve Disapprove l/

—————




(¢) That we seek to permit the Secr ecary {o request the Attorney General
to seek injunctions if termination of funding docs not result in cor-
rective action.

We recommend approval. Approve Disapprove \/

The deletion of Spending (Use) Restrictions.
(a) The Steering Group recommends deletion of the Spending (Use
restrictions which target expenditures on priority categories in the
Act. ’

In actuality these spending restrictions have no impact because the funds
can be used in almost any way they want. But Congress wanted to be able
to target certain areas of priority and did so with these rather loose targeting
restrictions. To remove the restrictions would probably put us in a position
of contention with the Congress and create an urmecessary cor'trovef:,y
Tnerefore I recommend disapproval.

Approve ‘ Disapprove v

(b) The Steering Group recominends deletion of the restriction against
the use of Revenue Sharing funds for matching of other Federal funds.
This provision is disliked by State and local government since they
must take care to free their own funds for matching purposes while
putting Revenue Sharing funds into expenditures that do not 1nvolv¢
Federal matching funds. '

Revenue Sharing funds were intended as new money to help State and local

government meet their own objectives. If it is freed for use as matching funds
it would distort the patterns of use because far more leverage could be gained

by using all of the GRS funds for matching purposes. Many governments
would gain additional leverage by putting up GRS dollars to buy other Fed-
eral funds increasing the value of GRS dollars by a substantial percentage
but causing expenditures to be made where the best matching gain could be
made rather than where the greatest local need existed.

Jack Marsh and I recommend retaining the matching restriction and uwrge
you to disezpprove this change '

Approve ___ Disnhpprove __‘_/



10.

To encourage greater citizen participation, we should seek a change in the
legislation to assure public hearings on the use of the funds to be received.

We recommend approval. Approve !/ Disapprove

We should seek broader discretion for the Secretary of the Treasury to deter—
mine the form and content of planned and actual use reports and the require-
ments of publication. This could permit the lifting of some unnecessary
burdens from small governments and enable the Secretary to make the re-
ports more informative for Congress and the Executive Branch.

We recommend approval. Approve / . Disapprove



TAB B
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THE WHITE HOUSE

WASHINGTON

January 17, 1975

DOMESTIC COUNCIL REVIEW SESSION

General Revenue Sharing

Saturday, January 18, 1975
12: 00 Noon (30 minutes)
' The Oval Office

From: Ken Cole {

PURPOSE

To make some final decisions on the extension of General Revenue .
Sharing.

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A . Background:

You have made all but one of the major decisions necessary to -
enable us to go forward with the effort to seek reenactment.
That remaining decision is of course, the funding level and
whether or not to continue the stair-step annual increment in-

" crease of $150 million.

This is now even more important since your announcement to take
profit taxes, 10 be returned ic Siate and local governments to
offset added energy costs. :

Further, there is one issue you have decided which this group
would like you io reconsider. It has to do with the authority of
the Secretary to withhold funds in discrimination cases.



IIT.
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At present, Treasury takes the position that they are bound to
withhold the entire amount of General Revenue Sharing money
going to a recipient if any portion is used in a discriminatory
way. This can be unfair in some cases and could be more flex-
ible. The proposed change would allow Treasury to hold back
only the portion being used wrongfully. A further explana-

tion appears later in this paper. R .

B. Participants:

Secretary Simon
Undersecretary Schmults
Roy Ash

Jack Marsh

Ken Cole

Jim Falk - T

Wally Scott
C. Press Plan
To be announced.

POINTS OF DISCUSSION

1. All but one key decision has been made and I want to wrap up as
much as possible today so the reenactment process can ¢o forward.

2. The funding level and whether or not to continue the stair-step

. approach, both are parts of the same question.

(- -3, ... The plan to distribute $2 billion more by the same formula also

- --may require some strategy decisions.

4, There is also the concern about Treasury's authority to hold’
back all or only part of the funds in cases involving discrimination

5. What are the naxt steps we should take?
6. Ken, what is the State and local reaction so far?
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FURTHER BACKGROUND AND RECOMMENDATIONS

A.

Options Magnitude of Funding

Magnitude of Funding

In the previous paper we recommended that we seek to continue the
stair-step annual increment increase of $150 million. The paper indi-
cated that we looked seriously at the possibility of "capping" the
program at its 1976 level. It is felt that this would raise much fear
and criticism and undercut support as well as highlighting the '
efforts of those who will seek to tie mcreases to some form of mdexz.m
There are several possibilities: - :

Seek to "cap" the program by holding expendltures at one annual
level .

Seak to continue stair-step increments of $150 million W~

Other

Authority To Withholcd

In the previous decision paper the anti-discrimination portions were
all set forth in one section and we felt if it was more clearly set out
you might reach a different decision. A complete hold back could
seriously disrupt a city's governing processes. A partial hold back
should be effective enough to bring about a remedy.

At present if City X, which received $5 million in revenue sharing
monies, were utilizing $500,000 to support a hospital which, dis-
crimirated in admitting patients, the Office of Revenue Sharing,
under present interpretations would hold back payment of the entire
$§5 million. If changed, the Secretary could specifically have the
discretion to defer only the $500,000 going to the hospital and City X
would still be able to receive $4.5 million in revenus sharing pay-

mznes.

With this explanation we feel it is appropriate to present the
question for your re-consideration. There are two options which
follow. foal

v AT



Options

1.

The Secretary of the Treasury should be granted specifically the
discretion to defer, in appropriate cases, only that portion of

- revenue sharing funding that is used in a discriminatory manner.

x,

The legislation should be reenacted in its present form. The
Secretary of the Treasury would retain the ability to defer all GRS
funding. The Secretary's ability to defer only that portion of

funding used in a discriminatory manner would remain uncertain.




March 27, 1975

Revenue Sharing Notes

1975

1976

Present act expires end of calendar '76.

President's message and bill to go to
Congress shortly after the end of the recess.

House hearings - August or later.
Cities, counties, states other met yesterday --

differ over when to begin major push for
meaningful hearings and action.

Passage in '75 may be forgotten o

Defeat would be damaging to Presidential leadership

Passage in '76 would be remembered by cities,
counties, states

Defeat could be a major issue against the
Democratic Congress
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