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THE WHITE HOUSE REQUEST
WASHINGTON o i \'\\
April 2, 1976 )
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MEMORANDUM FOR: THE PRESIDENT
FROM: JIM CANNOWRIEDERSDORF Y4 -5 '
SUBJECT: Status Report: o

General Revenue Sharing

The House Government Operations Subcommittee has completed
the first phase of its mark-up.

Congressman Fountain has directed the staff to draft a clean
- bill which reflects the Subcommittee's tentative substantive
decisions. Representatives from the Treasury Department
will participate in the actual drafting.

The Subcommittee plans to resume mark-up next Wednesday,
April 7, 1976, and expects to report a bill to the full
committee just prior to the April 15 recess date.

Since their first critical decisions to provide for a shorter,
no-growth program dependent upon annual appropriations, the
Subcommittee decisions have either endorsed your recommenda-
tions or been generally consistent with your conceptual
objectives.

In summary, the Subcommittee bill would:

* extend the program for 3 3/4 years with funding
frozen at its present level;

subject funding to annual review by appropria-
tion committees;

retain the present distribution formula;
tighten the definition of eligible recipients
(in effort to delete some smaller, single-

purpose governments)

delete present priority expenditure categories;

strengthen enforcement of nondiscrimination pro-
visions; and



*

improve present reporting and citizen parti-
cipation requirements.

























The Subcommittee will not meet again until Monday
afternoon, April 12, 1976. Brooks urged the Subcom-
mittee to complete its mark-up prior to the Easter
Recess in order to allow time for all Committee
Members to study the bill and proceed to early con-
sideration after the recess. If the Subcommittee
does not reconsider today's action or get delayed
over the controversial civil rights issue, it should
be possible for them to report a bill by April 14.

Attached is a complete record of all actions and
roll call votes taken by the Subcommittee today.

Attachment



1. Adopted Levitas amendment making General Revenue
Sharing a 3 3/4-year entitlement program by a vote

of 7-6:

YEA NAY
Fountain Mezvinsky
Fuqua Jordan
Levitas Burton
Wydler Drinan
Brown (proxy) English
Steelman (proxy) Brooks
Horton

2. Rejected Wydler amendment to adopt 5 3/4-year
program with combined authorization-appropriation
funding provision (President's proposal) by a vote

of 9-4:

YEA NAY
Wydler Fountain
Brown (proxy) Fuqua
Steelman (proxy) Mezvinsky
Horton (proxy) Jordan

Burton
Drinan
English
Levitas (proxy)
Brookd

3. Rejected Drinan amendment providing that GRS
be an entitlement program for 1 3/4 years with
annual appropriations thereafter by voice vote.
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The Subcommittee will not meet again until Monday
afternoon, April 12, 1976. Brooks urged the Subcom-
mittee to complete its mark-up prior to the Easter
Recess in order to allow time for all Committee
Members to study the bill and proceed to early con-
sideration after the recess. If the Subcommittee
does not reconsider today's action or get delayed
over the controversial civil rights issue, it should
be possible for them to report a bill by April 14.

Attached is a complete record of all actions and
roll call votes taken by the Subcommittee today.

Attachment



THE WHITE HOUSE

WASHINGTON

April 9, 1976

MEMORANDUM FOR PAUL O'NEILL

FROM o PAUL MYER

SUBJECT : Entitlement Financing
for General Revenue
Sharing

The funding provision of the current Act and the
President's proposed legislation to extend General
Revenue Sharing providing combined authorization-
appropriation of funds over a long-term period has
generated considerable opposition among many Mem-
bers who otherwise support the revenue sharing
concept and those Members who strongly oppose the
program's continuation for other reasons. After
rejecting the President's proposal, the House Sub-
committee had tentatively adopted a short-term
extension of the program's authorization only,
making its funding subject to the annual appropri-
ations process. The Subcommittee has now reversed
that decision, voting to authorize continuation of
General Revenue Sharing as a 3 3/4-year entitlement
program.

The entitlement financing amendment adopted by the
Subcommittee was developed as a realistic approach
to the highly controversial question of how General
Revenue Sharing should be funded. The amendment
does not substantially modify the basic tenets of
the revenue sharing concept, but it does answer the
argument of those Members who have charged that the
existing funding provision by-passes the traditional
Congressional appropriations process and circumvents
the newly-established Budget Act procedures designed
to control long-term spending actions.
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One of the principle objectives of the Budget Act
was to bring so-called backdoor spending within the
scope of the appropriations process. The Budget

Act (section 401) defines three types of "new
spending authority" and sets forth their relation-
ship to the appropriations process in order to
promote more comprehensive and consistent control
‘over spending actions. The Budget Act draws dis-
tinctions between these types of spending 1eglslatlon
and establishes specialgprocedures for their consider-
ation. With respect to new contract authority and
borrowing authority legislation, such bills must
contain a provision that funding is effective only

to the extent or in such amounts as are provided in
appropriations acts. However, the Budget Act
established different procedures with respect to the
third type of new spending authorlty, entltlement
financing.

As defined in the Budget Act (section 401 (c) (2) (C)),
entitlement legislation provides temporary or perma-
nent authority to make payments (including loans and
grants), the budget authority for which is not provided
for in advance by appropriation acts, to any person

or government if, under the provision of law contain-
ing such authority, the Federal Government is obligated
to make such payments to persons or governments who

" meet the requirements established by such law.

In recognition of the need to provide for long-term

funding of certain Federal programs, the Budget Act , ‘Of\;\
established specific procedures for consideration GE ‘%
legislation providing entitlement authority (sectiow ;3
401(b) (1), (2) and (3)). , \V ~

First, since legislation providing entitlement authority
could not become effective prior to the start of the
new fiscal year, the Budget Act provides that such
legislation would be fully subject to the reconcilia-
tion process.

Second, legislation providing entitlement authority
would be referred to the respective Appropriations
Committees if it would generate new budget authority
in excess of the allocation made under the latest
Congressional Budget Resolution for the new fiscal
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" year. Such legislation would be referred for no more
than 15 days, with the Appropriations Committee auto-
matically discharged from consideration if it has not
reported during this period. The Appropriations Com-
mittee may report the legislation with an amendment
limiting the total amount of new entitlement authority;
however, their jurisdiction extends only to the cost
of the program involved and not to substantive changes.

Further, entitlement financing does not violate either
the jurisdiction of the Appropriations Committee or
Rule XXI of the House. Appropriations Committee juris-
diction was specifically rejected by the House-Senate
Conference Committee on the Budget Act (the House-
passed bill would have made all new entitlements
effective only as provided in appropriation acts),
except to the extent that entitlement authority is
contained in annual appropriations acts (and therefore
‘consistent with Rule XXI).

Not only is legislation providing entitlement authority
clearly recognized as a form of spending and within
those provisions of the Budget Act designed to control
long-term spending actions, the Budget Act specifically
contemplates the application of the entitlement
financing approach to legislation extending the General
Revenue Sharing program. In fact, when stipulating
certain exceptions to the Budget Act provisions for
consideration of entitlement programs (e.g., Social
Security), Section 401(d) (2) specifically provides that
the current Act authorizing General Revenue Sharing
payments or legislation extending it could also be
exempted from these procedures if Congress were SO
inclined.

Based upon this analysis, it appears that the entitle-
ment financing approach for General Revenue Sharing
represents both an acceptable legislative and substantive
resolution of the funding method issue.

The approach is consistent with the Budget Act and the

President's objective. While subject to the provisions
of the Budget Act and the annual appropriations process,
in practice, since these are entitlement payments which
the Federal Government is obligated to make to eligible

Tyype™
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recipients, the annual process is pro forma and the
results would be nearly identical to the funding
provisions of the current Act and the President's
renewal bill.

Attached per your request is a copy of the entitle-
ment financing amendment adopted by the Subcommittee
on Thursday, April 8. As I noted in our phone con-
versation, it does not address the level of funding
or duration of the program issues. These matters
are still open and willybe considered in full com-
mittee.

Attachment /
cc: Jim Cannon
Max Friedersdorf
Art Quern




EXTENSION OF PROGRAM AND FUNDING
SEC. 4 (a) Section 105 of the Act is amended~-
(1) by redesignating subsection (c) as subsection
(da);
(2) by inserting immediately after subsection (b)
the following new subsection:

"(c) AUTHORIZATIONQOF APPROPRIATION FOR

v

ENTITLEMENTS. --

" (1) IN GENERAL. -- There are authorized to
be appropriated to the Trust Fund to pay the entitle-
ment herinafter provided --.

" (A) For the period beginning January 1, 1977,
and ending September 30, 1977, $4,987,500,000; and

"(B) For the Fiscal Years beginning October 1,
1977, 1978, and 1979, $6,650,060,000.

"(2) NON-CONTIGUOUS STATES ADJUSTMENT AMOUNTS. --
There are authorized to be appropriated to the Trust
Fund to pay the entitlement hereinafter provided -

"(A) For the period beginning January 1, 1977,
and ending September 30, 1977, $3,585,000; and

"(B) For each of the Fiscal Years beginning on
October 1, 1977, 1978, 1979, $4,780,000;“; and
(3) by inserting "; AUTHORIZATIONS" in the heading

of such section immediately after "APPROPRIATIONS".



(b) (1) Section 104(c) of the Act is amended --

(a) by inserting "or three-fourths" after "one-
half"; and

(B) by striking out "period of 6 months" and
inserting in lieu thereof "period of 6 or 9 months,
respectively".
(2) Section 106(a) of the Act is amended --

(A) by inserting "an entitlement" after "shall
be allocated"; and

(B) by inserting "and from the sums authorized
under section 105(c) (1) for succeeding entitlement
periods" after "that entitlement period,".
(3) Section 106(c) of the Act is amended by striking
out "section 105(b) (2)" each place it appears and’
inserting in lieu thereof "subsection (b) (2) or (c) (2)
of section 105".
(4) Section 107 (b) of the Act is amended by redesig-
nating paragraphs (6) and (7) as paragraphs (7) and (8),
respectively, and by inserting after paragraph (5) the
following new paragraph:

" (6) SPECIAL RULE FOR THE PERIOD BEGINNING
JANUARY 1, 1977.--In the case of the entitlement
period beginning January 1, 1977, and ending Septem-

ber 30, 1977, the aggregate amount taken into account
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underxr paragraph (1) (A) for the preceding entitlement

period and the aggregate amount taken into account

under paragraph (1) (E) shall be three-fourts of the

amounts which (but for this paragraph) would be taken

into account.".

(5) Section 108(c) (1) (C)~Of the Act is amended by
striking out "December 31, 1976," and inserting in
lieu thereof "September 30, 1980,".

(6) Section 141(b) of the Act is amended by inserting
at the end thereof the following new paragraphs:

" (6) The period beginning on January 1, 1977,
and ending September 30, 1977.
| " (7) The one-year periods beginning on

October 1 of 1977, 1978, and 1979."



Some items in this folder were not digitized because it contains copyrighted
materials. Please contact the Gerald R. Ford Presidential Library for access to
these materials.



THE WHITE HOUSE

WASHINGTON

April 9, 1976

MEMORANDUM FOR PAUL O'NEILL

FROM | PAUL MYER

SUBJECT : Entitlement Financing
for General Revenue
Sharing

The fundlng provision of the current Act and the
President's proposed legislation to extend General
Revenue Sharing providing combined authorization-
appropriation of funds over a long-term period has
generated considerable opposition among many Mem-

bers who otherwise support the revenue sharing f’fﬂ[o

concept and those Members who strongly oppose the ;Q% <
program s continuation for other reasons. After |z %
- rejecting the President's proposal, the House Sub—h- by
committee had tentatlvely adopted a short-term %f X/

extension of the program's authorization only, St
making its funding subject to the annual appropri-

ations process. The Subcommittee has now reversed

that decision, voting to authorize continuation of
General Revenue Sharing as a 3 3/4-year entitlement
program.

The entitlement financing amendment adopted by the
Subcommittee was developed as a realistic approach
to the highly controversial question of how General
Revenue Sharing should be funded. The amendment
does not substantially modify the basic tenets of
the revenue sharing concept, but it does answer the
' argument of those Members who have charged that the
existing funding prov1510n by-passes the traditional
Congressional appropriations process and circumvents
the newly-established Budget Act procedures designed
to control long-term spending actions.
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One of the principle objectives of the Budget Act
was to bring so-called backdoor spending within the
scope of the appropriations process. The Budget

Act (section 401) defines three types of "new
spending authority" and sets forth their relation-
ship to the appropriations process in order to
promote more comprehensive and consistent control
over spending actions. The Budget Act draws dis-
tinctions between these types of spending legislation
and establishes special,procedures for their consider-
ation. With respect to new contract authority and
borrowing authority legislation, such bills must
contain a provision that funding is effective only

to the extent or in such amounts as are provided in
appropriations acts. However, the Budget Act
established different procedures with respect to the

third type of new spending authority, entitlement
financing. :

As defined in the Budget Act (section 401(c) (2) (C)),
entitlement legislation provides temporary or perma-
nent authority to make payments (including loans and
‘grants), the budget authority for which is not provided
for in advance by appropriation acts, to any perxrson

or government if, under the provision of law contain-
ing such authority, the Federal Government is obligated
to make such payments to persons or governments who
meet the requirements established by such law.

In recognition of the need to provide for long-term
 funding of certain Federal programs, the Budget Act
established specific procedures for consideration of
legislation providing entitlement authority (section
401(b) (1), (2) and (3)). )

First, since legislation providing entitlement authority
could not become effective prior to the start of the
new fiscal year, the Budget Act provides that such
legislation would be fully subject to the reconcilia-
tion process.

Second, legislation providing entitlement authority
would be referred to the respective Appropriations
Committees if it would generate new budget authority
in excess of the allocation made under the latest
Congressional Budget Resolution for the new fiscal
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year. Such legislation would be referred for no more
than 15 days, with the Appropriations Committee auto-
matically discharged from consideration if it has not
reported during this period. The Appropriations Com-
mittee may report the legislation with an amendment
limiting the total amount of new entitlement authority;
however, their jurisdiction extends only to the cost
of the program involved and not to substantive changes.

Further, entltlement financing does not violate either
the jurisdiction of the Approprlatlons Committee or
Rule XXI of the House. Appropriations Committee juris-
diction was specifically rejected by the House-Senate
Conference Committee on the Budget Act (the House-
passed bill would have made all new entitlements
effective only as provided in appropriation acts),
except to the extent that entitlement authority is
contained in annual appropriations acts (and therefore
consistent with Rule XXI).

Not only is legislation prov1d1ng entitlement authority
clearly recognlzed as a form of spending and within

- those provisions of the Budget Act designed to control
long-term spending actions, the Budget Act specifically
contemplates the application of the entitlement
financing approach to legislation extending the General
Revenue Sharing program. In fact, when stipulating
certain exceptions to the Budget Act provisions for
consideration of entitlement programs (e.g., Social
Security), Section 401(d) (2) specifically provides that
the current Act authorizing General Revenue Sharing

- payments or legislation extending it could also be
exempted from these procedures if Congress were so
inclined.

Based upon this analysis, it appears that the entitle-
~ment financing approach for General Revenue Sharing
represents both an acceptable leglslatlve and substantlve
resolution of the funding method issue.

The approach is consistent with the Budget Act and the

President's objective. While subject to the provisions
of the Budget Act and the annual appropriations process,
in practice, since these are entitlement payments which
the Federal Government is obligated to make to eligible
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recipients, the annual process is pro forma and the
results would be nearly identical to the funding
provisions of the current Act and the President's
renewal bill.

Attached per your request is a copy of the entitle-
ment financing amendment adopted by the Subcommittee
on Thursday, April 8. As I noted in our phone con-
versation, it does not address the level of funding
or duration of the program issues. These matters
are still open and will,be considered in full com-
mittee. )

" Attachment

cc: Jim Cannon
Max Friedersdorf
Art Quern
























* strengthen Scope and enforcement of non-
discrimination provisions, however, providing
that all administrative remedies be exhausted
prior to court action; ang o

* expand Present, reporting, auditing and citizen
Participation requirements.

I have asked Treasury to Prepare a detailed analysis of
the Subcommittee bill. '

e §
Full Committee markup should begin shortly after the
recess. Jack Brooks and the Subcommittee's liberal
Democrats are not happy with the final bill. Brooks
will clearly revisit all the major issues in Committee
(i.e., method of funding and civi1l rights) and liberals
may seek to revise the distribution formula in some way.
It is anticipated that the Committee will report a bill
Prior to the May 15 deadline.



THE WHITE HOUSE

WASHINGTON

April 26, 1976

MEMORANDUM FOR: MAX FRIEDERSDORF
JIM CANNON —
FROM: PAUL MYER
' SUBJECT: ~ Summary and Analysis of House

Subcommittee Action on General
Revenue Sharing Legislation

Attached for your information are two documents which
summarize the House Subcommittee's action on General
Revenue Sharing renewal legislation and compares the
Subcommittee bill with current law and the President's
proposal. R

The Subcommittee is scheduled to report a clear bill on
Wednesday, April 28. The Full Committee should consider
this item the following week.

. 0k
e

Attachment ‘ 3 &3



-Actions Taken by the Subcommittee

Listed below are the major actions that have been taken by the
Subcommittee concerning the General Revenue Sharing Program.
The extent to which these actions deviate from the President's
proposal is shown in parenthesis.

The program has been extended for 3 3/4 years.
(The President's proposal would extend the program for
5 3/4 years.)

The level of funding will be kept at the present level of
$6.65 billion annually.

(The President's proposal would have increased that amount
at 2.4 percent yearly for 5 3/4 years.)

The program will be funded through an entitlement mechanism.
While this is not as insulated from Congressional dabbling

as a joint authorization and appropriation, it has several
advantages along the same lines. The Appropriations Committee
would only have jurisdiction if the amount authorized by the
legislative committee (in this case Government Operations) is
greated than that approved by the Budget Committee. Then the
Appropriations Committee would have 15 days in which to adjust
the legislative-committee's action. If they do not, the dis-
crepancy ‘must be reconciled on the Floor. The other major
benefit is that since entitlements are specifically authorized
in the Budget Control and Impoundment Act of 1974, there is no
need for a special rule as there would be with a joint
authorization and appropriation. »

Participation in the program will be restricted to general
purpose units. of government that satisfy the following two
requirements:

(The President's proposal would have maintained the existing
eligibility requirements to all general purpose governments.)

a. levy taxes or receives intergovernmental transfers.

b. performs two or more municipal type services from a
specified list of such services.

(It is not clear how many governments would be impacted by this.

We suspect that it will not be many.)

The formula for disbursing funds has been left basically
unchanged. .

(The President's bill had requested raising the 145 percent
upper constraint to 175 percent.). '
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11.
12,

13.
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Priority expenditure categories have been eliminated.
(The President's proposal would retain these categories.)

The prohibition against the use of revenue sharing monies
for matching purposed has been eliminated.

States are required to maintain their local aid at a level
equivalent to that of Fis¢al Year 1976.

Construction projects using 25 perhent_of more revenue
sharing monies must comply with the Davis-Bacon Act.

Non-discrimination provisions have been substantially
strenthened to apply to all activities of a recipient
government unless that government can show with "clear

and convincing evidence" that General Revenue Sharing

funds have been placed solely in a program that does

not violate civil rights laws. The non-discrimination
provisions have been expanded to include the handicapped,

and aged in addition to race, color, religion, sex and
national origin. Extensive hearing and compliance procedures
are spelled out requiring time limits for investigations

‘compliance, administrative procedure, and court actions.

Private civil suits are permitted after the exhaustion

of administrative remedies.

Citizen participation requirements have been strengthened.

Plan and actual use reports have been expanded -to include
comparative information on a jurisdiction's total budget

and how revenue sharing funds relate to particular items

in the budget.

All governments will be required to conduct an independent
audit of General Revenue Sharing accounts.



BASIC PROVISIONS

Funding level

Funding
Mechanism

Annual
Increment

Eligibility

Formula
Provisions

.

CURRENT LAW
(P. L. 92-512)

$30.2 billion to be distributed

Jan. 1, 1972 to Dec. 31, 1976.

5 year trust fund.

$150 million per year each

All units of general purpose
government are eligible to
participate in the program.

Money allocated by formula based
on population, per capita income
and tax effort,

The waximum entitlement to local
government of 145 percent of the
average statewide:per capita
entitliement.

PRESIDENT'S PROTOSAL
H. R. 6558
Cd

$39.5 billion to dis-
tributed Jan. 1, 1977
to Sept. 30, 1982.

5 3/4 year trust fund.

" No change.

No chahgé;

No change.

Raised to 175 percent.

R e R T P

SUBCOXMITTEE DRAFT BILL

$24.9 billion to be distributed Jan. 1, 1977
to Sept. 30, 1980, ’

3 3/4 year entitlement. (Note: an entitlement
program is not the same as annual appronriztions.
Under the entitlement provision, the Appropria -
tions Committee would only have jurisdiction if
the amount authorized by the legislative COP"iCtGL
(Covernment Operztions) is greater then tha
approved by the Budget Committce. Under SUuh
circumstances the Appropriations Committee would
have 15 days in which to adjust the legislative
committee's action. If they do not, the dis-
-erepancy must be reconciled on the Floor.)

No increment. Funds are frozen at the 1976
level of $6.65 billion.

To participate local governmentr reciplents must:

1) Be defined as a unit of general purpose '
government by the Census Bureau.,=

2) Impose taxes or receive intergoveramental
transfer paymcnts.

3) Provides "substantially" for at least two of
the following services: police, courts and

corrections, fire protection, health services, -

social services, recreation, libraries, SOWan:
disposal and water supply, solid waste dig-
posal, zoning or land-use planning, pollution
abatement, roads, mass transit, and education.

4) Spend at least 10 percent of their total ex-
penditure for two of the services or provide
four of the listed services.

"No c¢hange.

No change.

<9

The minimum entitlement to local
government of 20 percent of the
average statewide per capita
entitlenment.

No local government will receive
more than 50 percent of its non-
school revenues plus its inter-
governmental transfers.

No change.

No change.

No change,

No chapge.

e e



Citizen
Participation
and Public
Hearing

Reporting
Requirements

Anti-
Discerimination
Provisions

Any general purpose government
receiving less than $200 will
not receive any money.

States receive 1/3 of funds dis-
tributed, local governments
receive 2/3, -

Recipient governwents must publish
planned and actual Use Reports in
newspapers of general circulation.

Requires assurance that there will
be a public hearing or other method
by which the public may participate
in deciding how the funds are to

be spent.

Allocation of GRS monies must be in
accordance with State and local law.

Law prescribes reports on amounts

and purposes of planned and actual
expenditures.

Law contains strong anti-~-dis-
crimination requirement. Secre=
tary's enforcement powers are
stated in general terms: to

refer matter to Atjorney General
for functions provided by Title VI
of Civil Rights Act of 1964, or to
take such other action as may be
provided by law.

No change.

No change.

No change.

No change.

No change,

No' change, '

A}
L]

Clarifies the Secre-
tary's authority to
invoke one or more
remedies where a reci-
plent government is
found to have used
revenue sharing funds
in a discriminatory
fashion. This includes
the authority to with-
hold all or a portion
of entitlement funds
due to the government
and require repayment
of funds expended in a
discriminatory fashion.

No change.
No change.

Recipient goveraments must hold public hearings
on the proposed Use Report at least 7 days before the
submission of the report to ORS.

Recipient governments must hold a second hearing, at least
7 days before the adoption of their budget, showing the
relationship of GRS funds to functional items in thelr
budget.

30 days before the sccond hearing, the governzent
must publish a summary of {rs bucget and proposed
Use Report in a general circulation newspapear.

Hearings must be at a place and time that "permits
and encourages citizen participation.”

Proposed Use Report must Include cowmparative data
on the use of GRS funds. for the curreat and the
two previous entitlement periods and must comparxe
them to items in budget.

Proposed Use Reports must specify whether the use
is for new expanded, a continuation of activity
or tax stabilization or reduction.

Actual Use Reports must be filed with ORS. Any diffcr -
erences between planned and actusl uses must be explcoined.

N

Budgets and Use Reports must be available at principal
government office and libraries.

Budget Summary must be published in newspaper 30 days
after adoption with explanation of changes between

the proposed and actual Use Reports.

Discrimination prohibited on basis of race,
color, religion, sex, age, national origin, or
handicapped status under any State or local pro-
gram except where recipient can prove "with clear
and sponvincing evidence” that program was not
funded with GRS monies.

Extensive hearing and compliance procedures are
spelled out requiring time limits for investi-
gations, compliance, administrative procedures, and
court actilons.

" Private civil sults are permitted after the
exhaustion of administrative remedies.

.
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Matching
Prohibition

Davis-Bacon
Provision

Priority
Categories

Congresssional
Review

State mainten-
ance of Effort

Auditing
Requirements

An:i—lobbying
Provisions

Revenue Sharing funds may not bé
utilized to meet Federal grant
matching requircments,

Davis-Bacon (minimum-wage) applies
to construction pProjects using
25 percent or more of rev

sharing monies,

Local governments may use funds for
any capital projects but only for
aintenance expenses
of programs in cight priority ex-
penditure categories (
envircomrental protection, public
transportation, health,
lidbraries, soci

operating and m

tration.)

No general review of

is required’,

States must maintain level of fund
transfers to localitries as of

Fiscal '72.

Recipiept governments musgt y
accounting and auditing proc

public safety,

recreation,
al services, for the
POOY or aged,.and financial adminis-

No change.

No change.

No change.

No general
Program is

No change.

se fiscal No change.

that permit Federal government to audit.

No provision.

X

review of the
‘tequired.

No provision,

Matching prohibition eliminated. .

No change.

Priorities eliminated,

" Secretary of Treasury must make 8n amauval repore.

Comptroller General is o review comnlianca.

' State must maintain level of funds transferred

to localities as of Fiscal '76.

Annual "independent" audit required of all State .
and local finances except where the cost of such avdics
is disproportionately large in relation to CR$ funds.

No recipient governments may use direccly
or indirectly any GRS Funds for "lobbying
or to influence any legislation regarding
the Act.” ’
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OFFICE OF THE VICE PRESIDENT

WASHINGTON, D.C.

April 29, 197

Jim Cannon =

Attached fy6m the VP.
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OFFICE OF THE VICE PRESIDENT

WASHINGTON

April 27, 1976

The Vice President

l. Attached is your copy of the
latest status report on revenue sharing.

2. Tomorrow the bill will be
reported to the full committee, which
is now scheduled to t

week.

ake it up next

Ok ML,






Actions Taken by the Subcommittee

Listed below are the major actions that have been taken by the
Subcommittee concerning the General Revenue Sharing Program.
The extent to which these actions deviate from the President's
proposal is shown in parenthesis.

1. The program has been extended for 3 3/4 years.
(The President's proposal would extend the program for
5> 3/4 years.) )

2. The level of funding will be kept at the present level of
$6.65 billion annually. ’
(The President's proposal would have increased that amount
at 2.4 percent yearly for 5 3/4 years.)

3. The program will be funded through an entitlement mechanism.
While this is not as insulated from Ccngressional dabbling
as a joint authorization and appropriation, it has several
advantages along the same lines. The -Appropriations Committee
would only have jurisdiction if the amount authorized by the
legislative committee (in this case Government Operations) is
greated than that approved by the Budget Committee. Then the
Appropriations Committee would have 15 days in which to adjust
the legislative committee's action. If they do not, the dis-
crepancy must be reconciled on the Floor. The other major
benefit is that since entitlements are specifically authorized
in the Budget Control and Impoundment Act of 1974, there is no
need for a special rule as there would be with a joint
authorization and appropriation.. : :

4. Participation in the program will be restricted to general
purpose units of government that satisfy the following two
requirements:

(The President's proposal would have maintained the existing
eligibility requirements to all general purpose governments.)

a. levy taxes or receives intergovernmental transfers.

b. performs two or more municipal type services from a
specified list of such services.

(It is not clear how many governments would be impacted by this.
We suspect that it will not be many.)

5. The formula for disbursing funds has been left basically
*  unchanged.
(The President's bill had requested raising the 145 percent
upper constraint to 175 percent.)
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? BASIC PROVISIONS ‘ CURRENT LAW
(P. L. 92-512)

Funding level $30.2 billion to be distributed
Jan. 1, 1972 to Dec. 31, 1976.

Funding 5 year trust fund.

Mechanism

Annual $150 million per year each
Increment

Eligibility All units of general purpose‘

government are eligible to
participate in the program.

Formula Money allocated by formula based
Provisions ~on population, per capita income
and tax effort.

e The maximum entitlement to local
’ government of 145 percent of the
. average statewlde per capita
entitlement.

PRESIDENT'S PROPOSAL
H. R. 6558

$39.5 billion to dis-
tributed Jan. 1, 1977
to Sept. 30, 1982.

5 3/4 year trust fund.

No change.

No change.

No change.

Réised to 175 percent.

$24,

to

SUBCOMMITTEE DRAFT BILL

9 billion to be distributed Jan. 1, 1977 f
Sept. 30, 1980. = ° i

3 3/4 year entitlement. (Note: an entitlement
program 1s not the same as annual appropriations.
Under the entitlement provision, the Appropria -
tions Committee would only have jurisdiction if
the amount authorized by the legislative committee
(Government Operations) is greater than that
approved by the Budget Committee. Under such
circumstances the Appropriations Committee would
have 15 days in which to adjust the legislative
committee's action, If they do not, the dis-
crepancy must be reconciled on the Floor.)

No

increment. Funds are frozen at the 1976

level of $6.65 billion.

.To
1)

2)

3)

4)

No

No

participate local government recipients must:
Be defined as a unit of general purpose
government by the Census Bureau.
Impose taxes or receive intergovernmental
transfer payments.
Provides ''substantially" for at least two of
the following services: police, courts and
corrections, fire protection, health services,
social services, recreation, libraries, sewage
disposal and water supply, solid waste dis~
posal, zoning or land-use planning, pollution
abatement, roads, mass transit, and education.
Spend at least 10 percent of their total ex-
penditure for two of the services or provide
four of the listed services.

change.

chénge.



€ minimum en ement to loca o change. No change. :

<

Citizen
Participation
and Public
Hearing

Reporting
Requirements

.

' ' the proposed and actual Use Reports. ‘
e =Bk RE &AM B dLLUWGLA UoL APV LILO.e

government of 20 percent of the
average statewide per capita
entitlement.

No local govermment will receive
more than 50 percent of its non-
school revenues plus its inter-
governmental transfers.

Any general purpose government
receiving less than $200 will
not receive any money.

States recelve 1/3 of funds dis-
tributed, local governments
receive 2/3.

Recipient governments must publish
planned and actual Use Reports in
newspapers of general circulation.

Requires assurance that there will
be a public hearing or other method
by which the public may participate
in deciding how the funds are to

be spent.

Allocation of GRS monieé must be in
accordance with State and local law.

Law prescribes reports on amounts
and purposes of planned and actual
expenditures.

No change.

No change.
No change.
No change.

No change.

No change.

No change.

No change.

No change.
No change.

Recipient governments must hold . public hearings
on the proposed Use Report at least 7 days before the
submission of the report to ORS.

Recipient governments must hold a second hearing, at least
7 days before the adoption of their budget, showing the
relationship of GRS funds to functional items in their
budget.
30 days before the second hearing, the government
must publish a summary of its budget and proposed
Use Report in a .general circulation newspaper.

Hearings must be at a place and time that "permits
and encourages citizen participation."

Proposed Use Report must include comparative data
on the use of GRS funds, for the current and the
two previous entitlement periods and must compare
them to items in budget.

Proposed Use Reports must specify whether the use
is for new expanded, a continuation of activity
or tax stabilization or reduction.

Actual Use Reports must be filed with ORS. Any differ -
erences between planned and actual uses must .be explained.

Budgets and Use Reports must be avallable at principal
government office and libraries.

Budget Summary must be published in newspaper 30 days
after adoption with explanation of changes between



. amti=  Law contains strong anti-dis- -  Clarifies the Secre-  Discrimination prohibited on basis of race, .

Anti-

Discrimination
Provisions

Matching
Prohibition

Davis-Bacon
Provision

Priority
Categories

Congresssional
Review

State mainten-
ance of Effort

Auditing
Requirements

Law contains strong anti-dis-
crimination requirement. Secre-
tary's enforcement powers are
stated in general terms: to

refer matter to Attorney General
for functions provided by Title VI
of Civil Rights Act of 1964, or to
take such other action as may be
provided by law.

Revenue Sharing funds may not be
utilized to meet Federal grant
matching requirements.

Davis-Bacon (minimum-wage) applies
to construction projects using

25 percent or more of revenue
sharing monies.

'Local governments may use funds for

any capital projects but only for
operating and maintenance expenses
of programs in eight priority ex-

penditure categories (public safety,

envirommental protection, public
transportation, health, recreation,
libraries, social services, for the

poor or aged, and financial adminis-

tration.)

No general review of program
is required.

States must maintain level of fund
transfers to localities as of
Fiscal '72.

Recipient governments must use fiscal

accounting and auditing procedures

Clarifies the Secre-
tary's authority to
invoke one or more
remedies where a reci-
pient government is
found to have used
revenue sharing funds
in a discriminatory
fashion. This includes
the authority to with-
hold all or a portion
of entitlement funds
due to the government
and require repayment
of funds expended in a
discriminatory fashion.

No change.

No change.

No change.

No general review of the
program is required.

No change.

No change.

that permit Federal government to audit.

Discrimination prohibited on basis of race,
color, religion, sex, age, national origin, or
handicapped status under any State or local pro-
gram except where recipient can prove "with clear
and convincing evidence' that program was not
funded with GRS monies.

Extensive hearing and compliance procedures are REETEPN
spelled out requiring time limits for investi-
gations, compliance, administrative procedures, and’ L
court actions. B 7

e
<
o

Private civil suits are permitted after the
exhaustion of administrative remedies.

Matching prohibition eliminated.

No change.

Priorities eliminated.

Secretary of Treasury must make an annual report.
Comptroller General 1s to review compliance.

State must maintain level of funds transferred
to localities as of Fiscal '76,

Annual "independent" audit required of all State
and local finances except where the cost of such audits

is disproportionately large in relation to GRS funds.



Anti-lobbying
Provisions

No provision.

No provision.

No recipient governments may use directly
or indirectly any GRS funds for "lobbying

or to influence any legislation regarding
the Act." ’






