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. , AnA LY SIS . 

Section l 

The amount of a recipient governme nt's genera l re venue sharing en-

titlement is determined to a great extent by the use of data obtained 

from the Bureau of the Census. The Secretary of the Treasury is cur­

rently empowered to use data other than that provided by Census when its 

data is determined to be insufficient to provide for proper allocations. 

In some instances, the fact that incorrect data has been used t o compute 

revenue sharing allocations is not discoverable until after the revenue 

sharing funds have been di stributed to t he re l evant sect ions of 

the State and Local Fiscal Assistance Act of 1972, hereinafter designated 

"the Act". 

To mitigate the inequity arising from this unfortunate bu t inevitable 

circumstance, 31 CFR 51.25(a) has been promulgated. It establishes an 

Obligated Adjustment Reserve that is funded by administratively holding in 

reserve a small percentage (.005) of the revenue sharing funds appropriated 

for each entitlement period from which adjustments can be mad e to alleviate 

hardships caused by prior misallocations. The amount of revenue sh aring 

funds held in reserve and the decision to make adjustme nt paymen ts is de-

termined in the discretion of the Secretary, as the equity of the situation 

requires. 

The creation of the Reserve Fund has proved necessary for the orderly 

administration of the genera l revenue shari ng program due to the complexity 

of the allocation process. The proposed amen dmen t to section 102 of the 

Act is recommended in the first section of the bill to clarify the authority 

of the Secretary to make adjustments in this manner. 
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Section 2 ·- -

Section l05(b)(l) of the present Act provides for the periodic 

appropriation of funds from the general fund of the Treasury to the State 

and Local Government Fiscal Assistance Trust Fund. Funding under this 

section is provided through December 31, 1976, with an increase of 150 

million dollars each full year with the exception of the last period of 

six months which also provides for a step i ncrease of one hundred and fifty 

million dollars. 

Cl ause (1) of sect i on 2 of the bi l l provides for a continu~~~on of 

the genera l revenue sharing program for f ive and three-quarters additional 

years, concluding with the fiscal year begi nning October l, 1981. This 

recommendation strikes a reasonable balance between the need of r ec ipient 

governments for fiscal stability and the legitimate desire of the Federal 

Executive and the Congress to maintain control over the budget. The appro­

priations set forth in this amendment continue the step increase at the 

rate of one hundred and fifty million dollars per year . 

Although the appropriation periods now coincid e with th e entitlement 

periods defined in section l4l(b), this amendment wo uld add a th r ee-month 

appropriation period beginning July l, 1976 and ending September 30 , 

1976. The combination of amendments to section 105( b)(l) an d 

sect ion l4l(b) will provide for the transition to the new Fede ral fiscal 

year whi le at the same time make cl ea r the amount of funds whi ch ~ou ld 

be add ed to the existing ap propriation. 
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