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I. PURPOSE 

THE WHITE HOUSE 

WASHINGTON 

MEETING ON GENERAL REVENUE SHARING 
RENEWAL LEGISLATIVE SITUATION 

Thursday, June 3, 1976 
2:30 p.m. (90 minutes) 
State Dining Room 

From: James M. Cannon 
Max Friedersdorf 

To discuss the General Revenue Sharing legislative 
situation with representatives of the New Coalition 
and the House bi-partisan leadership and seek 
support for House adoption of an acceptable bill. 

II. BACKGROUND, PARTICIPANTS & PRESS PLAN 

A. Background: The House is tentatively scheduled 
to consider the General Revenue Sharing renewal 
bill (H. R. 13367), as reported by the Govern
ment Operations Committee and Appropriations 
Committee, next week. Although this bill 
includes many of the major elements of your 
renewal proposal and were contained in the 
Fountain Subcommittee bill, the Committee adopted 
four amendments which a-re unacceptable (see 
Tab A). 

An effort may be made to substitute the Subcom
mittee bill for the Committee bill. While 
neither bill is as good as your original proposal, 
the Subcommittee bill is closer to your position 
and enjoyed bi-partisan support. The public 
interest groups share this view but have not 
endorsed the substitute. 

The New Coalition requested you to call this meet
ing in an effort to obtain the support of the 
House bi-partisan leadership for the best poss
ible General Revenue Sharing bill (see Tab B). 
The State and local government officials would 
like to see the same degree of bi-partisan support 
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and Congressional-~fuite House cooperation which 
led to the original enactment o f the progran . 

B . Part icipants : See Tab C . 

C . Press Plan : To be announced ; photo opportunity; 
briefing opportunity after meeting. 

TALKING POINTS 

1 . The renewal of General Revenue Shtlring remains a 
top priority on my agenda . If it is not e xtended, 
the fiscal and economic consequences ~ould be 
sever e in r:1any States and loc.J.l cor.n:1unities. 

2 . I have sought t o work wi~h the Congress in order 
to achieve .J.doption of sound legislation. In th.J.t 
spirit , I have asked you here tocby. 

3 . The House will soon ~gin consider~~ion of t~c 
Committee bill , H. R. 13367 . '•"hih'! I .J!':l ple.lscd 
t~1.:1t a bill h.ls f.lr.Jlly e~n:;cd . I ~ ... nre c;:rl.!~lt. 
rcserv.J.tions about the c~~lttcc btll. : r.~~~ th~t 
~ .:.1 !1 y 0 f )' () t.! s ~ ll r ~ ~ · • '. - •: .; ; .:: ,_,r; • ~ I ~ : : ~ :~ • 

.~ . 1 hop·~ th·~ !louse ..,..!. t 1 en(!c::-:J·~ :.~o r•~'.!<":i';.!c ~h .:,~ inq 
concept and ~~opt d b!ll v~1ch i5 -o~~!9~~~~ Vlth 
the objcctl '.'~'~r of r::ty o r! <P,!1;:il ::<-=-:.t:w.l.l p::- c ·pctt.:lL I 
.1::1 prcp.'l red to con t! :-;~,., to ._.o:: ·.: ·•..-! -.:~ '!.~r b.:.-;>.-lrt!.S ;1n 
tt:..lde:-!J!:lp .:l~ d r .. •?r•.::H~~t.:tt : vr-~ o~ S t~!:..-:: a~J le<.'ll. 
(Jovern...-...:nt to .nchlo'."e t.h .. "J~ <~o..\:. 
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TAB A -- REVIEW OF MAJOR ISSUES 

1. Length of Program and Level of Funding 

President's Proposal: 5 3/4 years; total funding of 
$39.5 billion, including $150 million annual increase. 

Subcommittee Bill: 3 3/4 years; total funding of 
$24.9 billion, with no annual increase (funds frozen 
at 1976 level of $6.65 billion). 

Committee Bill: Identical to Subcommittee bill. 

2. Method of Funding 

President's Proposal: Continue the present combined 
authorization-appropriations approach. 

Subcommittee Bill: Establishes an "entitlement" 
financing approach. 

Committee Bill: Identical to Subcommittee bill. 

3. Civil Rights 

President's Proposal: Retains current nondiscrimina
tion requirement, but clarifies the Secretary's 
authority to withhold all or a portion of entitlement 
funds, to require repayments, and terminate eligi
bility where revenue sharing funds have been expended 
in a discriminatory fashion. 

Subcommittee Bill: Expands nondiscrimination require
ments to cover all State and local programs except 
where recipient can prove "with clear and convincing 
evidence: that the program was not funded, directly or 
indirectly, with revenue sharing funds. 

Extensive hearing and compliance procedures are spelled 
out requiring time limits for investigations, compli
ance, administrative procedures and court actions. 
Private civil suits are authorized only after the 
exhaustion of administrative remedies. 
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Committee Bill: Broadens nondiscrimination require
ments of the Subcommittee bill specifically authoriz
ing actions by the Attorney General and private 
citizens. 

4. Formula Provisions 

5. 

President's Proposal: Retains current formula with 
a slight increase in upper constraint. 

Subcommittee Bill: Retains current formula without· 
change, but attempts to tighten eligibility criteria. 

Committee Bill: Retains the current formula without 
change, but adds a "Supplemental Fiscal Assistance" 
provision to distribute $150 million in accordance 
with a new formula based on a poverty factor. \..' : .. u· .. ~·..,, 

<,.,. \, 
,p \ 
?J) \".. y~o 

\~~-- ~. 
Government Moqernization 

President's Propos_al: No provision. 

Subcommittee Bill: No provision. 

Committee Bill: Recipients must report to the Secre
tary on efforts to "modernize and revitalize" State 
and local governments. The goal and advisory criteria 
of a master plan is set forth. 

6. Davis-Bacon 

President's Proposal: No change in current law. 

Subcommittee Bill: No change in current law. 

Committee Bill: Davis-Bacon would apply to any con
struction project funded in whole or in part with 
revenue sharing funds. Currently, Davis-Bacon coverage 
applies only to projects funded 25% or more with 
revenue sharing funds. 
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TAB B -- NEW COALITION 

The following is the text of the New Coalition's 
telegram to the President requesting this meeting: 

The President 
The White House 
D. C. 20500 

Dear Mr. President: 

Since revenue sharing is so important to the organ
izations and people represented by the members of the 
New Coalition, the leaders of the New Coalition believe 
it would be extremely helpful if you would call a meet
ing of the Democratic and Republican leaders of the 
House and a member of each Coalition organization in 
order to discuss our major concerns over the revenue 
sharing bill scheduled to come before the full House in 
the near future. 

If you, too, see that there would be value in such 
a meeting and would be willing to call us together with 
the Leadership, we would be most appreciative. 

Governor Robert D. Ray, Chairman 
The New Coalition and National Governors' Conference 

Mayor Hans Tanzler, Chairman 
National League of Cities 

Supervisor Vance Webb, President 
National Association of Counties 

Mayor Moon Landrieu, President 
u. S. Conference of Mayors 

Representative Torn Jensen, President 
National Conference of State Legislatures 
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TAB C -- PARTICIPANTS 

I. Congressional 

Carl Albert, The Speaker 
Tip O'Neill, Majority Leader 
John McFall, Majority Whip 
L. H. Fountain, Chairman, House Subcommittee on 

Intergovernmental Relations and Human Resources 
John Rhodes, Minority Leader 
Bob Michel, Minority Whip 
John Anderson, Chairman, House Republican Conference. 
Frank Horton, Ranking Minority Member, House Govern-

ment Operations Committee 
Jack Wydler, Ranking Minority Member, House Subcommittee 

on Intergovernmental Relations and Human Resources 

II. New Coalition 

Bob Ray, Governor of Iowa (Chairman of the New Coalition) 
Pat Lucey, Governor of Wisconsin 
Dan Evans, Governor of Washington 
Tom Jensen, Minority Leader, Tennessee House of Repre-

sentatives 
Martin Sabo, Minnesota House -of ·Representatives 
John Poelker, Mayor of St. Louis, Missouri 
Moon Landrieu, Mayor of New Orleans, Louisiana 
Kenneth Gibson, Mayor of Newark, New Jersey 
Tom Moody, Mayor of Columbus, Ohio 
William Beech, Supervisor, Montgomery County, Tennessee 
Elizabeth Hair, Mechlenberg County, North Carolina 
Jack Walsh, Supervisor, County of San Diego, California 

Steve Farber, Executive Director, National Governors 
Conference 

Earl Mackey, Executive Director, National Conferece of 
State Legislatures 

Alan Beals, Executive Vice President, National League of 
Cities 

John Gunther, Executive Director, u. S. Conference of 
Mayors 

Bernard Hillenbrand, Executive Director, National Asso
ciation of Counties 
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III. Administration 

The Vice President 
Jack Marsh, Counsellor to the President 
Max Friedersdorf, Assistant to the President for Legislative 

Affairs 
James M. Cannon, Assistant to the President for Domestic 

Affairs 
Paul O'Neill, Deputy Director, Office of Management and 

Budget 
Paul Myer, Assistant Director, Domestic Council 
Charles Leppert, Deputy Assistant to the President 
Tom Loeffler, Special Assistant for Legislative Affairs 
Steve McConahey, Special Assistant to the President for 

Intergovernmental Affairs 
Pat Delaney, Associate Director, Domestic Council 
Ray Shafer, Counsellor to the Vice President 
Jack Veneman, Counsellor to the Vice President 
Ed Schmults, Deputy Counsel to the President 
Richard Albrecht, General Counsel, Department of the 

Treasury 
Harold Eberle, Assistant Secretary for Legislative Affairs 
Pat Rowland, Special Assistant to the President 
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THE WHITE HOUSE 

WASHINGTON 

~ffiETING ON GENERAL REVENUE SHARING 
RENE1'VAL LEGISLATIVE SITUATION 

Thursday, June 3, 1976 
2:30 p.m. (90 minutes) 
State Dining Room 

From: James M. Canno~ / 
. Max Friedersdo(!j'4t/1J • 

. ' .:.) :·\ 
,,:__}·~\ 

,.;·.> :h 
\ c.·:~ ..:b ., ~-

., 

I. PURPOSE 

To discuss the General Revenue Sharing legislative 
situation with representatives of the New Coalition 
and the House bi-partisan leadership and seek 
support for House adoption of an acceptable bill. 

II. BACKGROUND, PARTICIPANTS & PRESS PLAN 

A. Background: The House-is tentatively scheduled 
to consider the General Revenue Sharing rene'\val 
bill (H: R. 13367), as reported by the Govern
ment Operations Committee and Appropriations 
Committee, next \veek. Although this bill 
includes many of the major elements of your 
renewal proposal and were contained in the 
Fountain Subcommittee bill, the Committee adopted 
four amendments which a-re unacceptable (see 
Tab A). 

An effort may be made to substitute the Subcom
mittee bill for the Committee bill. While 
neither bill is as good as your original proposal, 
the Subcommittee bill is closer to your position 
and enjoyed bi-partisan support. The public 
interest groups share this view but have not 
endorsed the substitute. 

The New Coalition requested you to call this meet
ing in an effort to obtain the support of the 
House bi-partisan leadership for the best poss
ible General Revenue Sharing bill (see Tab B). 
The State and local government officials would 
like to see the same degree of bi-partisan support 
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and Congressional-White House cooperation which 
led to the original enactment of the program. 

B. Participants: See Tab c. 

C. Press Plan: To be announced; photo opportunity 
and coverage of opening remarks; briefing oppor
tunity after meeting. 

TALKING POINTS 

1. The renewal of General Revenue Sharing remains.a 
top priority on my agenda. If it is not extended, 
the fiscal and economic consequences would be 
severe in many States and local communities. 

2. I have sought to work with the Congress in order 
to achieve adoption of sound legislation. In 
that spirit, I have asked you here today. 

3. The House will soon begin consideration of the 
Committee bill, H. R. 13367. While I am pleased 
that a bill has finally emerged, I have great 
reservations about the Committee bill. I know 
that many of you share_th~se concerns. 

4. I hope the House will endorse the revenue sharing 
concept and adopt a bill which is consistent with 
the objectives of my original renewal proposal. I 
am prepared to continue to work with the bi
partisan leadership and representatives of State 
and local government to achieve that goal. 



TAB A -- REVIEW OF MAJOR ISSUES 

1. Length of Program and Level of Funding 

President's Prooosal: 5 3/4 years; total funding of 
$39.5 billion, including $150 million annual increase. 

Subcommittee Bill: 3 3/4 years; total funding of $24.9 
billion, with no annual increase (funds frozen at 1976 
level of $6.65 billion). 

Committee Bill: Identical to Subcommittee bill. 

2. Method of Funding 

President's Proposal: Continue the present combined 
authorization-appropriations approach. 

Subcommittee Bill: Establishes an "entitlement" 
financing approach. 

Committee Bill: Identical to Subcommittee bill. 

3. Civil Rights 

President's Proposal: Retains current nondiscrimination 
requirement, but clarifies the Secretary's authority to 
withhold all or a portion of entitlement funds, to 
require repayments, and ter~inc:tte eligibility vThere 
rev:em~e sharing funds .. hav~ been expended in a di$crimi-
natory fashion. · 

. .. .;. ...... . ·: . . .... ·': :: . . · .. · .. ~.: . . . . . . .. .~ ·; -. ' ... . 
Subcommittee: Bill; · E~pm1ci~· ·-~on.di'sci·iiril.n~tioh··:r~q\~ire·...::· .... 
ments to cover all State and local programs except where 
recipient can prove "\vi th clear and convincing evidence" 
that the program was not funded, directly or indirectly, 
with revenue sharing funds. 

Extensive hearing and compliance procedures are spelled 
out requiring time limits for investigations, compliance, 
administrative procedures and court actions. Private 
9ivil suits are authorized only after the exhaustion of 
administrative remedies. 

Committee Bill: Broadens nondiscrimination requirements 
of the Subcommittee bill specifically authorizing actions 
by the Attorney General and private citizens. 

~ ... ;. ....... 
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4. Formula Provisions 

President's Proposal: Retains current formula with a 
slight increase in upper constraint. 

Subcommittee Bill: Retains current formula without 
change, but attempts to tighten el~.gibility criteria. 

Co~mittee Biil: Retains the current formula without 
change, but adds a "Supplemental Fiscal Assistance" 
provision to distribute $150 million in accordance 
with a new formula based on a poverty factor. 

5. Government Modernization 

6. 

President's Proposal: No provision. 

Subcommittee Bill: No provision. 

Co~~ittee Bill: Recipients must report to the Secre
tary on efforts to 11 modernize and revitalize" State 
and local governments. The voluntary goal and advisory 
criteria of a master plan is set forth. 

Davis-Bacon 

·Presiderit·;·s ·.P·r~pos~i: 
. · .... 

No change in curr~nt law. 
: ...... 

• .... ~ 4. • •• -.~·~·.·;~_:·;:--~: ·r.·: 4
:::_. ... :·.~·.··: .·.~ ·_.--./·~ .... \.-.!"::·~: ,:., .. ~-~-:-:.~.·.::·-~";~.£.:::·:_;-.-.. ,· .. ·..: : ..... •, .. ~-:·::~;·.: : .. ·~ .• ~!;·t: .. ~.,..·r~t.:~ _ _:: .. 

Subcommittee Bill:· No change in· current 'law. · · · · 

Committee Bill: Davis-Bacon would apply to any con
struction project funded in whole or in part with 
revenue sharing funds. Currently, Davis-Bacon coverage 
applies only to projects funded with 25% or more of 
revenue sharing funds. 
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TAB B -- NEvl COALITION TELEGRAM 

The following is the text of the New Coalition's 
telegram to the President requesting this meeting: 

The President 
The Hhite House 

May 21, 1976 _,~ ........ -
/ ~'".........._ 

/S• • ufi•.o'' 

D. C. 20500 
/.<:'~ <'~ I .. , "' 
.~ r:JJ 
\ ;;;' ;c> 

~·J ;I -"!> 

'" Dear Mr. President: 

Since revenue sharinq is so important to the organ
izations and people repre= _·nted by the members of the · 
New Coalition, the leader: ·of the Ne\v Coalition believe 
it would be extremely helpful if you vmuld call a meet
ing of the Democratic and Republican leaders of the 
House and a member of each Coalition organization in 
order to discuss our major concerns over the revenue 
sharing bill scheduled to come before the full House in 
the near future. 

If you, too, see that there would be value in such 
a meeting and would be willing to call us together with 
the Leadership, we would be most appreciative. 

:Governor Robert D• ·Ray, Chairman · · · · , ·· · · . . . . ... 
The New Coalition and National Governors'· Conference· 

.:. • 0 --·: -:.;;:: ~ ;·· • ,. i: ;- ... . . ··:···· ·~ ::/:..;_r-: ·:.· :"·:~·. · .. ·. ,. ::.--:... .· ... ''.:· ·.: ~_:::.·-·.:;:" : ... :.: .:·:. ~-: ~.:· . :; ... ~:.: ... ·• "'·;. : -~~: .. : · ... ~ ... ; ... :;; .. ~ ·t.~: :· . '•f·~. _:: ~.:·~:::·~_:..·; -;:, ~- ~: :~ 
Mayor Hans Tanzler, Chairman 
National League of Cities 

Supervisor Vance Webb, President 
National Association of Counties 

Mayor Moon Landrieu, President 
U. s. Conference of Mayors 

·Representative Tom Jensen, President 
National Conference of State Legislatures 



TAB C -- PARTICIPANTS 

I. Co~ressional 

Carl Albert, The Speaker 
Tip O'Neill, Majority Leader 
John McFall, Majority Whip 
Phil Burton, Chairman, House Democratic Caucus 
Jack Brooks, Chairman, House Government Operations 

Committee 
L. H. Fountain, Chairman, House Subcommittee ·on 

Intergovernmental Relations and Human Resources 
John Rhodes, Minority Leader 
Bob Michel, Minority Whip 
John Anderson, Chairman, House Republican Conference 
Frank Horton, Ranking Minority Member, House Govern-

ment Operations Committee 
Jack Wydler, Ranking ~1inority Member, House Subcom

mittee on Intergovernmental Relations and Human 
Resources 

II. New Coalition 

Bob Ray, Governor of Imva (Chairman of the New Coalition) 
Pat Lucey, Governor of Wisconsin 
Dan Evans, Governor of Washington 
Tom Jensen, Minority Leader, Tennessee House of Repre-

sentatives 
Martin Sabo, Speaker, Minnesota House of Representatives 
John Poelker, Mayor of St. Louis, Missouri 
Moon Landrieu, Mayor of New Orleans, Louisiana 
Kenneth Gibson, Mayor of Newark, New Jersey 
Tom 11oody, Mayor of Columbus, Ohio 
William Beech, Supervisor, Montgomery County, Tennessee 
Elizabeth Hair, Supervisor, Mechlenberg County, 

North Carolina 
Lou Mills, Executive, Orange County, New York 

Steve Farber, Executive Director, National Governors' 
· Conference 
Earl Mackey, Executive Director, National Conference of 

State Legislatures 
Alan Beals, Executive Vice President, National League 

of Cities 
John Gunther, Executive Director, U. s. Conference of 

Mayors 
Ralph Tabor, Director of Federal Relations, National 

Association of Counties 
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III. Administration 

The Vice President 
Jack Marsh, Counsellor to the President 
Max Friedersdorf, Assistant to the President for 

Legislative Affairs 
James M. Cannon, Assistant to the President for 

Domestic Affairs 
Paul O'Neill, Deputy Director, Office of Management 

and Budget 
Paul Myer, Assistant Director, Domestic Council 
Charles Leppert, Deputy Assistant to the President 
Tom Loeffler, Special Assistant for Legislative 

Affairs 
Pat Rowland, Special Assistant to the President 
Steve McConahey, Special Assistant to the President 

for Intergovernmental Affairs 
Pat Delaney, Associate Director, Domestic Council 
Ray Shafer, Counsellor to the Vice President 
Jack Veneman, Counsellor to the Vice President 
Ed Schmults, Deputy Counsel to the President 
Richard Albrecht, General Counsel, Department of 

the Treasury 
Harold Eberle, Assistant Secretary for Legislative 

Affairs, Department of-the Treasury 
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OFFICE OF THE ~~1HITE HOUSE PRESS SECRETARY 

VICE 
ON 

THE ~·JHITE HOUSE 

EXCHANGE OF REMARKS 
BETlt.1EEN THE PRESIDENT 

ROBERT RAY 
GOVERNOR OF IOWA 

, • l" ~J '· () ' 

<"...- \ 
rfli 

_j)
;:;o • 

.>. 

2:55P.M. EDT \f 

THE PRESIDENT: Mr. Speaker, Mr. Vice President, 
Governors~ Mayors 5 Members of the Congress: 

This meeting was called at the suggestion of the 
New Coalition which is composed of Governors, Mayors and other 
locally elected officials because of their concern as to the 
status of general revenue sharing. I have been concerned, 
as I think all of you know, because the date is getting very 
close at hand when the present legislation expires on December 31, 
1976. 

In the meantime, Governors, Mayors and other locally 
elected officials have a serious problEm of determining what they 
can include or t-7hat they can't include in their budgets that 
must be submitted to their constituents. I have talked to 
Members of Congress on both sides of the aisle, I talked to 
the leadership of both the House and the Senate. Time is 
running short. So I am delighted to have this opportunity ·:. ·: 
of bringing the Governors and Mayors and others together with 
the Members of the House, the leadership, Democratic as well 
as Republican, to determine how quickly we can act and what 
kind of legislation we can expect. 

If legislation is not enacted, the Governors as 
well as the Mayors and others will be faced with making 
decisions, either they have to increase local taxes or they 
have to cut back services. It seems to me the better 
solution is to get an extension of our general revenue 
sharing legislation which was first enacted in 1972 and 
under the proposal I made would extend for another five 
and three-quarter· years. 

Time is running short. I hope that out of this meeting 
we can come to some agreement as to what can be done and how 
quickly it can be done. 

MORE 
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I am familiar with the fact that the House 
Committee on Government Operations has concluded its 
deliberations and has gotten a rule to proceed next week, 
I understand it is anticipated -- or I would hope it is 
anticipated -- it would be on the floor very quickly. 

In conclusion, I would simply emphasize the 
need for action and the kind of action which would extend 
the present law to the maximum degree, both as to dollars 
and as to time. 

I thank you all for being here. 

Mr. Speaker, would you like to make a statement? 

We have put it down subject to SPEAKER ALBERT: 
a rule Wednesday next. 

I U ;{() -, __ 

.j \' <::..\ ·-:t:u': THE PRESIDENT: That would be good. It:.! .:~. ...... ~ 

\" "" ' 
Bob, would you like to make a statement? 

GOVERNOR RAY: Mr. President, I want to, first 
of all, thank you for honoring our request. The New 
Coalition is comprised of the groups I mentioned -- the 
Conference of Mayors, National Conference of State Legis
lators, the National Association of County Officers, 
National League of Cities and National Governors Conference. 

The people who have been working in this area 
in these respective organizations asked if it would be 
possible to meet with you and the leadership of the House 
because it is of great concern to their membership and 
the_ people from these various organizations. 

We are greatly concerned about the time and, Mr. 
Speaker, that is good news for us, and we are also con
cerned about the period of time that revenue sharing will 
be continued because one year, for instance, would just 
create havoc and chaos for us who tried to administer 
State Government and local Government. 

So, these are the two main points that we would 
like to make and we, of course, are very appreciative of 
your leadership in this area. But likewise, we had a 
good meeting with the leadership, the Democratic leader
ship on the Hill, back in February, and we are most appre
ciative of that, also. 

But that is the purpose of our desire to meet 
with you and we certainly want to say thank you for 
giving us the time and discussing with us. If there is 
any way we can impress upon people the importance of 
revenue sharing for us who are in our States and in our 
cities and in our counties, we certainly would like to 
do that. These people that represent these organizations 
I am sure if we have a few minutes they would like to have 
an opportunity to be heard. 

HORE 
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THE PRESIDENT: I think it might be helpful to 
call on the Vice President. In 1972 he was in the forefront 
of getting the basic legislation enacted and, of course, 
he is really the only representative of the Senate here 
today. 

Mr. Vice President, would you wish to make any 
comment? 

VICE PRESIDENT ROCKEFELLER: First, I can assure 
you if it is a tie vote, I will vote favorably. 

Secondly, you made most of the points, t1r. 
President. There are two, I think, which are important. 
One is, the Federal Government is the large collector of 
income tax revenues and they are the fast growing revenues. 
t1any States don't have income taxes, and they have real 
estate taxes and sales taxes which don't grow as rapidly 
so that the Federal Government has a revenue that is 
growing more rapidly, and this isone reason. 

The other reason is a philosophical one; namely, 
the concept of a Federal system, Federal, State and 
local Governments, with the categorical grants. 

Now, 1000 local Governments -- that is, State and 
local Governments -- are losing the kind of flexibility 
which they have had traditionally to be responsive to 
their own constituents. They are bound by legislative 
regulations, administrative regulations on these hundreds 
and hundreds of programs so that the flexibility is lost. 

Revenue sharing gets around that and does give 
flexibility, which I think is part of our tradition as 
a form of Government. So, I think it is tremendously 
important to have this. I think the experiment is extremely 
useful, and I am delighted with what everyone here is 
doing to re-enact this legislation. 

Thank you. 

END (AT 3:10 P.M. EDT) 
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FOR IMMEDIATE RELEASE 
uv'_!- ..;~ ~ 

June 10, 1976 U 
Office of the White House Press Secretary 

THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I am extremely pleased that the House of Representatives has finally 
passed a bill to extend the General Revenue Sharing program. While 
the bill which passed the House does not contain many of my proposals 
for renewal of this critical domestic program, it does preserve the 
revenue sharing concept and incorporates certain changes I have pro
posed. I am hopeful that the Senate will proceed to consider this 
legislation quickly and will examine my recommendations to improve 
the program. The re-enactment of this legislation is urgently nec~ssary 
in order to avoid serious economic and fiscal problems for many states 
and units of local government. 

# # # ....... t=Ofi·o ·-, 
~:-· < \ ... ' .) .:;; \ 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

June 14, 1976 

MEMORANDUM FOR JIM CANNON 

FROM 

SUBJECT: 

AUL MYER 

Washington Post Story 
on GRS Extension 

Attached for your information is the text 
of the Friday, June 11, 1976 Washington 
Post story on House passage of a General 
Revenue Sharing bill. The attached is 
clipped from the Congressional Record. I 
call your attention to the first sentence 
of paragraph 4. 

Attachment 
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June 11, 1976 CONGRESS! ON AI RECORD- Extemiom of Remarks 
I 

E 3283 
t.ween a legally mandated decision of a court 
and the promulgation of Its Idea of what the 
law should be. · 

RespecUully yours, 
MILTON L . WILLIAMS, 

President, Harlem Lawyers Association. 

OF NEBRASKA 

IN THE HOUSE OF REPRESENTATIVES 

' Friday, June 11, 1976 

Mr. McCOLLISTER. Mr. Speaker, I 
would like to express my ·delight at the 
manner in which the House has acted to 
extend the general revenue-sharing pro
gram and to reject amendments which 
would have converted it into yet another 
categorical grant program. 

As one who traveled the length and 
breadth of this Nation campaigning for 
-the original enactment of general reve
nue sharing. I am gratified that the 
House voted to remove the remaining re
strictions on use of revenue sharing 
funds by local units. 

Rejection by the House of the Rosen
thal and Fascell amendments represents 
a vote of confidence in the Nation's Gov
ernors and mayors and in the original 
program itself. Using revenue sharing as 
a lever to restructure local governments 
or to provide supplemental unemploy
ment assistance would have clearly con
verted revenue sharing into just another 
special categorical grant program. In
stead, by resisting these committee 
amendments, the House has given Gov
ernors and mayors the green light to 
direct this Federal assistance to those 
programs which in their judgment should 
get priority funding . . 

Much has been said and written about 
the need to promote responsive govern
ment. Of late, we p.re being lectured on 
the imperative of effective and efficient 
government as well. One may well argue 
that Federal programs are responsive to 
the expressed desires of our people. But 
the tailoring of governmental response 
to local priority concerns is uncontest
ably superior to broad Federal programs. 
For this reason, general revenue sharing 
should be continued and expanded to 
take advantage of the Federal Govern
ment's superior tax collecting capacity 
and the superior targeting ability of 
State and local governments. 

The impact of House approval of the 
bill is well assessed by Richard L. Lyons 
in the Washington Post. I include Mr. 
Lyon's story at this point in the RECORD: 

REVEHUE SHARING ExTENSION Is VoTED 
(My Richard L. Lyons) 

The House yesterday voted an extension of 
revenue sharing that would hand out t25 
billion over the next 3% years In no-strings 
aid to state and local goven1ments. 

The blll was sent to the Senate, which Is 
also expected to give It friendly treatment, 
by a vote of 361 to 35 after the Ho\tse re
jected an attempt to convert the guaranteed 
payout to an annual appropriation . 

The outcome was a victory for the ria- • 
tlon 's mayors, who had lobbied heavily to 
continue the long-range funding , and !or the 
administration, which was able to eliminate 
some provisions It didn't like. It was a 

defeat for Democrats who favor aid for r;pe
cl.fic programs with federal guldellnes and 
who oppose handing out federally rat-red tax 
money to be spent by other levels of gov- . 
ernment with no accountabUlty. 

By an earlier rote of 233 to 172 tbe House 
cut out of the bill Eeveral provisions that 
President Ford had sa.ld would cause h1m to 
consider a veto. Stricken were provisions 
calling for reports from state and local gov
ernments on what they were doing to mod
ernize their operations, a change In the al
loca.tlon formula tha.t would have based allot
ments In part on the number of families 
below the poverty line Instead of per capita 
Income, a requlremept that It any revenue 
sharing funds are u.se~ for construction proj
ects, preva!llng wage rates for construction 
workers must be paid. and part of a .tough
ened 8.ntl-d1scrlmlnatlon provision. 

Civil rights spokesmen said that action left 
the anti-discrimination section wea.ker than 
emting law. The bill provides new proce
dures to suspend revenue sharing ald to 
recipients where there is a finding of discrbn
lnation. But the section also prohibits any 
citizen to file a court sult alleging discr!ml
nation until he had "exhausted all admln
istra.tlve remedies." Opponents sa.id this 
language a.ppears 1n no civil rights law and 
wa.s not clear. · 

But before the bill was passed, an amend
ment was adopted without opposition whlch 
provides that a citizen need not spend more 
than 60 days seeking administrative relief 
before going to court. , 

As pM6ed by the House, the blll 1s an en
titlement progran1. Cities and st&tes are en
titled to the $6.65 hllllon a year, and Con
gress may not reduce the amount during 
the 3%-year life of the program. 

Rep. Brock Adams (D-Wash .), chairman of 
the House Budget Committee, which is try
Ing to regain congressional ~trol over 
spending, was defeated, 244 to 150, In h1s 
efforts to make the amount of aid subject 
to annual appropriation action by Congress. 
He would have continued the program as It 
is for two years, then provide tha.t Congress 
appropriate the money one year or inwe In 
advance. · 

The mayors lobbied hard to keep the pres
ent procedure, saying they needed long
range assurance of the amount of aid they 
would receive to plan fw Its intelligent use. 

The cities and states wanted the program 
extended for 5% yell.l"S and with more money. 
The $6.65 billion a year It provides In graDits 
is the same amount now being handed out. 
But the b!ll does not contain the existing 
law's lnft&tlon factor, which has lncreaesed 
the total by tlSO m1lllon a year. 

John Gunther, executive directOr of the 
National Conference of Mayors, issued this 
statement after the blll passed. 

"The key Issue was long-range funding. We 
got lt. The only thing we didn't get was more 
money to cover lnft&tion. We'll work for tha.t 
In the Senate." 

The League of Women Voters sa.id, "House 
failure to p86S legislation which would es
tablish modest but critical reforms 1n the 
general revenue sha.rlng program 1s an 
abomination. The reforms, BOught by the 
league and others, were designed to make the 
·program more responsive to human needs 
and to el!mlnate some of lt.o; flscally Irre
spons-ible features." 

PERSONAL EXPLANATION 

HON. JOHN CONYERS, JR. 
OF MICHIGAN 

IN THE HOUSE OF .REPRESENTATIVES 

Friday, June 11, 1976 

Mr. ·coNYERS. Mr. Speaker, because 
of circumstances beyond my control, I 
was not able to be present in the Cham-

ber for passage of House Resolution 1260, 
which permits the Ethics Committee to 
draw funds directly from the contingency 
fund for any investigations pending. Had 
I been present, I would have voted ·•aye" 
on House Resolution 1260. · 

UNITED STATES SHOULD KEEP 
. PROMISE TO WITHDRAW FROM 

THE ILO 

HON. JOSHUA EILBERG 
OF PENNSYLVANIA 

IN THE HOUSE OF REPRESENTATIVES 

Friday, June 11, 1976 

Mr. EILBERG. Mr. Speaker, the United 
States has threatened to withdraw from 
the International Labor Organization be
cause of that group's policy of getting 
into issues which have nothing to do l'.<ith 
its purpose. This stand, clearly stated by 
Secretary of Sta~ Henry Kissinger, is to 
be applauded. Since our warnings have 
not been heeded, we should prove that 
we mean what we say and begin the steps 
of withdrawal from the ILO. At this 
time I enter into the RECORD an editorial 
from the Philadelphia Inquirer concern
ing this situation. The newspaper is to 
be commended for its position: 
UNrn:o STATES SHOULD KEEP PRoMISE To 

WITHDRAW FRoM THE ILO 

L3st November Secretary of State Henry 
Kissinger, noting iJ:le tendency of the Inter~ 
national Labor Organization to "become !.D
creas!ngly and exce$lvely lnvo!ved In politi
cal issues," served formal notice that the U.S. 
Intends to withdraw from the 126-member 
United Nations agency unless It •·returns to 
Its basic principles." • 

Now that the agency has departed even 
further from Its basic principles, the U.S. 
should make It clea.r that it ml'ans exactly 
what l·t &ald. 

The Immediate issue Is the deeision of the 
ILO's governing body to admit the Palestine 
Liberation Organization, a terrorist group. 
not a government, to an ILO-sponsored con-
ference on world employment. , 

Earlier, the goven11Dg body had decided, by 
a &Ingle vote, to ban the Palestlnlans from 
representation a.t the conference. Then, 
brushing oti the American contention that It 
was 11.out1ng Its own rules, the governing 
body reven;ed Itself, underpressure of Arab 
governments, other "third world" countries 
a.nd the CoxnnlUnlst bloc. 

The reason was clear enough. The Arabs 
themselves had made It clear tha.t they In
tended to boycott the conference If they lost 
on the issue. The ILO plainly "j;ook their 
threa.ts more seriously than It took the Amer-
Ican warning. ~ 

After the reversal, a PLO spokesman hailed 
the seating of his organization as "a defeat 
for Israel a.nd the advocate of Israel, which is 
the United States." Precisely oo. That was 
the Intention. 

11 the Arab countries and their "third 
world"' and eo=unlst supporters wa.nt to 
twist the eagle"s fea.thers, however, there is 
no reason why the U.S. should sit stlll for li. 
Nor is there any reason why the U.S., which 
puts up one-fourth of the ILO's annual $50 
million budget, should continue paying 1or 
the privilege of having the ILO u.sed e.s an 
a.nti-Amerlca.n sounding-board. 

For this is not ·slmply a matter of one vote 
lost. Like other specialized U.N. agencies. the 
ILO Is supposed to be neutral and nonpanl
san, dedicated to the Improvement of workers' 
conditions and the advancement of hWTIIl.l l 
rights. Yet as Mr. Kissinger pointed out lasl. 
November, the ILO has shown In recent yenrs 
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General Revenue Sharing 
& Countercyclical Assistance 

Congress should soon approve the Conference Report 
on the Public Works-Countercyclical Aid Bill 
(S. 3201). This legislation is nearly identical 
to the previous bill vetoed by the President with 
a slightly reduced price tag (roughly $4 billion, 
as compared with $6 billion). It is likely that 
the President will veto s. 3201, and we stand a 
good chance of having the veto once again sustained 
in the Senate. 

If such a veto is sustained, the President should 
be made aware of the fact that it is likely the 
countercyclical aid provision will be added to the 
General Revenue Sharing bill when the Senate con
siders this legislation in July. 

cc: Max Friedersdorf -
/ 



June 15, 1976 

Dear Frank: 

Ale1ough the Senate Finance Committee will not begin 
consideration of General Revenue Sharing legislation 
until after the upcoming Congressional Recess, I 
have requested the Treasury Department to begin 
preparation of A~~nistration testimony. As a part 
of that process, I have asked them to use this 
09portunity to review major poli~J issues, particu
larly ~~ose which emerged during House consideration 
of the bill. 

Because of your substantive and legislative experi
ence with this legislation, I believe it is most 
importa."'lt that you and other I'1.9publica.'"l Members of 
the Tiouse Gove~~ent Operations Committee give us 
you~ views and recommendations. I am hopeful ~~at 
the Senate will agree to our recommended modificatlon·s 
and to the extent we are in agreement, facilitate the 
ev~ntual Conference. 

Tha~~ you for your consideration of this request. I 
look forward to hearin9 from you. 

Sincerely, 

Paul J. Myer 
Office of 

Congressional Relations 

Honorable Prank Horton 
House of Representatives 
Washington, o. c. 20515 

bee: Max Friedersdorf 
/Jim Cannon 
Charlie Leppert 
Dick Allison 
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THE WHITE HOUSE G"e. . .s 

WASHINGTON 

June 21, 1976 

MEMORANDUM FOR 

FROM MYER 

SUBJECT: 

Attached for your information is a copy of 
an analysis on the House-passed General 
Revenue Sharing bill (H. R. 13367} prepared 
by the Treasury Department. 

Attachment 

of 



OFFICE OF THE SECRETARY OF THE TREASURY 
WASHINGTON. D .C. 20220 

June 17, 1976 

•· -- . 
HEMORANDUM FOR: Mr. Richard R. Albrecht 

FROM: Kent A. Peterson J(a .P-
SUBJECT: H.R. 13367, General Revenue 

Sharing Bill Passed by the 
House of Representatives, 
June 10, 1976. 

.r-taR/)' . ~..... (' ~ 

~ ~i 
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I. Funding Level 

A. $24,937,500,000 to be distributed Jan. 1, 1977 
through September 30, 1980. 

B. $17,925,000 provided for non-contiguous States 
adjustment 2~ounts. 

II. Funding Mechanism 

3 3/4 year entitlement. (Appropriations Committee's 
annual authority limited to adjustments between 
funding levels of legislative cowmittee and budget 
resolution) . 

III. Annual Increment 

No increment as currently. Funds are frozen at the 
1976 level of $6.65 billion. {July-Dec. 1976 
appropriation annualized) . 

~; 
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IV. Eligibility 

_To participate local governments must: 

(1) Be defined as a unit of general purpose 

(2) 

..:-,.W. 

government by the Census Bureau or be a _ 
recognized government of an Indian tribe or Alaskan native village. {Extent of current standard) • 

Impose taxes or receive intergovernmental transfer payments. A tax collected by another government from a governmenes 
geographic area and the net proceeds 
of which are returned to a gover~ment are deemed to be imposed by the government 
to which the proceeds are returned. 

. ' . (3) • Provide "substantially" for at least 

(4) 

2 of the following services for its 
citizens: police protection, courts and 
corrections, fire protection, health 
services, social services for poor and 
aged, public recreation, public libraries, 
zoning or land use planning, sewerage 
disposal or water supply, solid waste 
disposal, pollution abatement, roads or 
street construction and maintenance, 
mass transportation, and education. 

Spend at least 10% of their total expenditures for each of two of the services (exclusive of general and - financ~~l administration and for property assessment) or provide for 
four of them in the most recent fiscal 
year. 

The 10% requirement does not apply if a 
unit has been and continues to perform two or more services since January 1, 1976. 

V. Formula Provisions 

A. Annual amounts up to $6.5 billion distributed as currently: 



(1) .Allocated by 2 interstate formulas, one based 
on population, per capita income, and tax 
effort, the other on these factors plus 
state income tax_ collections and urbanized 

, population • . allocations within state are 
·based on population,per capita income, 

· and tax effort. 

(2) - States receive 1/3 of funds distributed, 
local governments 2/3. 

(3)" ,Sets maximum entitlement to local governments 
at 145% of the average Statewide per capita 
amount. · 

(4) Sets minimum entitlement to local governments 
at 20% of the average Statewide per capita 
entitlement. -

(5) No local government to receive GRS in 
excess of 50% of its own source non-school 
revenues plus intergovernmental transfers. 

(6) Any general purpose goverr~ent due to receive 
less than $200 annually will not participate 
in the program. 

VI. Citizen Participation and Public Hearings (a new set 
of requirements) 

A. Pre-Report Hearing: -----
Recipient governments must hold public hearings 
on the Proposed Use Reports at least 7 days before 
submission of a report to ORS. The Secretary 
may waive the hearing in accordance with 
regulations if it would be unreasonably burdensome 
in relation to funds to be received. 

B. Pre-Budget Hearing: 

Recipient governments must hold a second hearing, 
at least 7 days before adoption of their budgets. 
These heari~gs will deal with proposed use of 
GRS funds in relation to the entire budget. 
Citizens will have the opportunity to provide 
oral and written corr@ent and have questions 
answered on GRS use and the entire budget. 

~~_..~ 
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The Secretary may waive requirement in accordance 
with regulations or if processes are already _ 
in place which assure the opportunity for 
participation as contemplated here and include 
a - hearing on proposed use of GRS funds in 
relation to the entire budget. 

C. "Adequate notice" cif both hearings is required 
and notice of pre-budget hearings must be 30 
days prior to the hearing which must be at 
a place and time that "permits and encourages" 
citizen participation. 

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

E. Any hearing required must provide' senior citizens · 
'and their organizations an opportunity to be 
heard prior to the allocation of funds. 

VII. Reporting and Publicity Reauirements 

A. Current Planned Use Reports are renamed Proposed 
Use Reports and expanded to include compar1son c 
of the expenditure or obligation of GRS funds · 
to be received during the current entitlement 
period with the use of funds during the two 
previous entitlement periods. Recipients must 
compare these past, current and proposed 
uses to items in the offic1.1:fl budget. Proposed 
Use Reports are also expanded to specify 
whether the proposed uses are for a new or 
expanded program, a continuation of an activity, 
or for tax stabilization or reduction. The 
Secretary determines the form, detail, and time 
of submission prior to the beginning of an 
entitlement period. · 

B. Thirty days before the pre-budget hearing the 
goverw~ent must publish in a general circulation 
newspaper and make available to the public, its 
Proposed Use Report and a summary of its budget. 
The official budget must ''specify w1th 
particularity'' those items funded in whole or 
part with shared revenues. The budget must 
be made available for inspection. 

-



c. Actual Use Reports must be filed with ORS and 
be made available to the public. These reports 
are expanded over current Actual Use Reports 
to require an explanation of any differences 
between proposed- and actual uses and with 
particularity the relation of GRS uses to 
budget items. As ' with Proposed Use Reports, 
reporting is related to entitlement periods 
rather than fiscal years of recipients. 

D. Within thirty days after adoption of its budget, 
a recipient must publish in a general circulation 
newspaper and make available to the public a 
narrative of the budget. This narrative must 
relate budget items and GRS use and explain 
changes from the proposed budget. 

E. Budgets and budget summaries and Proposed 
____ Use Reports must be available at the 

principal government offices and libraries. 

F. Publication requirements may be waived in 
whole or part in accordance with regulations 
of the Secretary where they are unreasonably 
burdensome relative to funds made available 
under GRS or where publication would be impractical. 
The 30-day requirement for publication and 
availabity of Proposed Use Reports and budget 
material may be modified to the minimum degree 
necessary to comply with State and local law 
if the Secretary is satisfied there will be 
adequa~e notification. 

G. Local Proposed and Actual Use Reports to be 
provided to Governors by the Secretary. 

H. The Proposed Use Report to be submitted by 
governments in metropolitan areas to areawide 
organizations at the time of publication. 

I. Committee report language states that the 
Secretary should take into account governments' 
budget cycles in drafting regulations to carry 
out participation, reporting, and publicity 
requirements. 
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VIII. Anti-Discrimination Provisions 

A. 

" 

Discrimination prohibited on the basis of 
handicapped status, age and religion in 
addition to race,color, sex, and 
national origin (as currently) under 
all State and local programs except 
where a recipient can prove "by clear 
and convincing evidence" that the program 
was not funded in whole or part, 
directly or indirectly, with GRS monies. 
(Handicapped aspect applies to construction 
begun on January 1, 1977). 

B. Extensive hearing and compliance procedures 
are spelled out including: 

(1) 10 days for the Secretary to notify 
a recipient (and Governor) of non
compliance when there has been receipt 
of notice of a finding, after notice 
and opportunity for hearing (except 
in the case of a finding by the Secretary) , 
by a Federal or State court, by a 
Federal or State administrative agency, 
or by the Secretary (after opportunity 
to submit documentary evidence) • 

(2) Voluntary agreements to be signed by 
the Secretary, the Governor, and the 
chief executive gfficer of a localitv and. · prov1dea pr1or t e~~ect1veness to comp1a1~nts. 

(3) Semiannual compliance reports to be 
filed with the Secretary and the 
Attorney General. 

(4) 15 day periodafter receipt of compli~nce 
reports in which the Secretary is to supply 
complainants with copies of compliance reports. 

. -~ 
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(5) Suspension of payments 90 days after 
notification of the finding if 
compliance is not achieved, or 
as a result of a civil suit by 
the Attorney General alleging 
discrimination in violation of 
the GRS Act in any activity of 
a recipient. 
(a) Recipients may request a pre

liminary hearing within 90 days 
of notification, which if 
findings are favorable to the 
recipient may delay suspension 
of funds resulting from a 
determination by the Secretary 
for up to 210 days after notice 
or until the determination of a 
hearinq,on the merits ip made(within 30 days after 
concluS~on of such hear~ng.) 

(b) Suspension as the result of a 
civil suit by the Attorney General 
may be the subject of preliminary 
relief by the court within 45 
days after filing of the case. {~ 

.,. 
""! 

{6) Recipients may request a hearing on 
the merits at any time after notice 
but within 120 days after suspension, 
to be initiated in 30 days. The 
Secretary may also initiate such a 
hearing if the preliminary hearing 
resulted in a finding favorable to 
the recipient. 

,.-l "·/ 
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(7) Within 30 days after conclusion of 
such hearins, or in the absence of 
a hearing, within 210 days after 
notice of noncompliance, the Secretary 
shall ma k e a finding of compliance 
or noncompliance. In case of a 
finding of noncompliance, he shall 
notify the Attorney General, terminate 
funds, and if appropriate, seek repayment. 
In case of a finding of compliance, 
payment of suspended funds will resume. 

-._/ · 
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Suspended funds are paid only if 
a recipient enters into a. compliance 
agreement, a recipient complies 
fully with a Federal or State 
court ,· order (covering all matters 

_ rais~d~in the original netic~), 
or the Secretary finds compliance 
as a result of a hearing on 
the merits. 

(b) Recipients have access to judicial 
review of a final determination 
of the Secretary. 

(8) _ The Secretary is directed to enter into 
_./ agreements \V'ith Federal ' and State 

agencies and promulgate regulations 
establishing reasonable time. limits 
for compliance actions by Treasury 
and cooperating agencies. 

c. The Attorney General, as presently, has 
independent authority to bring civil suits 
when he has reason to believe recipients 
are engaging in patterns or practices 
of discrimination. 

D. Private suits are authorized upon the 
exhaustion of administrative remedies. 
Administrative remedies are deemed exhaust.ed 
60 days after the filing of a complaint 
with ORS or another agency unless within 
this period there has been a determination 
on the merits in which case remedies are 
deemed exhausted when the determination 
becomes final. · The Attorney General may 
intervene in these suits. 

IX. Matching Prohibition 

Current prohibition against use of GRS funds 
to match other Federal funds is eliminated. 

"',.-.,,. 



X. Davis-Bacon 

. 

Prevailing wage requirement is applied as 
currently to projects where 25% or more 
of funds are derived from GRS • 

XI. ,. , Priority Categories 

.Present requirement restricting local use 
of GRS for operating and maintenance 
purposes to 8 expenditure categories is 
eliminated. 

~/ 

XII. Congressional Review 

XIII. 

XIV. 

A. The Secretary of the Treasury must make an 
annual report to Congress on January 15 
(March 1 currently)which includes in 
addition to current items the following: 
efforts to obtain civil rights compliance, 
extent of citizen participation, compliance 
with auditing and accounting requirements, 
use of funds, administrative problems with 
recommended solutions, and State and local 
modernization. 

B. The Comptroller General may review operations 
and compliance as current"iy. 

State Maintenance of Effort 

Current requirement that States maintain 
level of fund transfers to localities as 
of FY 1972 is updated to FY 1976. 

Auditing Requirements 

Current requirement that governments must 
follow standard fiscal, accounting and 
auditing standards is broadened to require 

'• 
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of each recipient an annual independent audit 
of its financial accounts in accordance with 

~ generally accepted auditing standards. 
· The Secretary may provide regulations to 

'-' accomplish this, however, he may provide 
for less formal or frequent reviews to 

· assure that they are not unreasonably 
burdensome in relation to GRS entitlements. 

· ~ These regulations will also provide for 
·· the availability of audit docu.'11ents to 
the public. 

XV. Anti-lobbying Provision 

XVI. 

The House bill adds a prohibition against 
direct or indirect use of GRS monies for 
"lobbying or other activities intended 
to influence any legislation regarding 
the provisions of the Act". Dues of 
national or State associations exempted . 

. The Co~'11ittee Report s uggests that 
compliance be certified on use reports. 

Dates of Effectiveness 

Close of December 31, 1976 except funding 
section on enactment, and eligibility 
section on the close of September 30, 1977. 

- -------
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TO: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

July 6, 1976 

JACK MARSH 

JIM CANNON 

Were you aware of this Revenue 
Sharing problem in four Virginia 
Counties? 

• 

~7/7 
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THE WHITE HOUSE 

WASHINGTON 

June 21, 1976 

MEMORANDUM FOR 

FROM ~L MYER 

SUBJECT: General Revenue Sharing 
and Virginia Counties 

Attached for your information and review is a 
memorandum from the Department of the Treasury 
regarding a significant development which will 
affect the General Revenue Sharing allocation 
for Virginia counties. 

In brief, four counties in Virginia will (1) be 
required to repay to the Treasury over $3 million 
and (2) have their revenue sharing entitlements 
adjusted downward. 

You will note that Fairfax County is the largest 
unit affected. 

The memorandum provides considerable detail and 
background on this situation. The Secretary's 
decision to require repayment will probably be 
announced toward the end of this week. 

I have asked Treasury to review this general 
problem and recommend possible legislative or 
administrative changes. 

cc: Jim Cavanaugh 
Steve McConahey 

Attachment 
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Date: 

MEMORANDUM FOR: Paul Myer 

From: Joe Adams d~'--
Subject: Adjustment of Virginia Counties' Revenue Sharing 

Entitlements 

This is in response to your memorandum of June 14th 
to Dick Albrecht requesting information about revenue 
sharing adjustments to be made to the entitlements of 
four Virginia counties. The counties involved and their 
negative adjustments are as follows: 

Chesterfield 
Dinwiddie 
Fairfax 
Madison 

Total 

$ 433,908 
95,846 

2,799,248 
9,477 

3,338,479 

Our plan is to have Under Secretary Thomas and Jeanna 
Tully meet personally with the supervisors of Fairfax County 
to explain what has happened and to propose that the required 
repayment of the funds involved be spread over the next four 
years. We will make a similar proposal by telephone to the 
officials of the other three counties. 

This matter has been given careful consideration and 
the decisions to require repayment and to proceed in this 
way have been approved by Secretary Simon. We recognize 
that ·the impact on Fairfax county will be particularly severe. 
It has been reduced from an annual allocation of $6.7 million 
to $5.8 million as a result of the new method of allocation. 
To require it to repay $2.8 million from past years is the 
equivalent of taking away half of one year's entitlement. 
We know from local publicity that Fairfax County is already 
experiencing great difficulty in balancing its budget for 
next year. The appropriate solution for that problem is 
clearly to spread out the required repayment over the next 
four years to ease the impact. 
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The background of this matter is rather complex. 
Virginia is one of eight States in the nation in which -...._ _ ___/ 
funds for education are raised and appropriated by general 
purpose governments rather than by independent school dis
tricts. Early in the program, a dispute arose between 
certain Virginia counties and the Office of Revenue Sharing 
as to the proper method of calculating what portion of their 
revenues were attributable to education. 

Of the 95 counties in Virginia, 20 utilize an accounting 
method for allocating funds to education that has never been 
in dispute. The remaining 75 counties have a different 
accounting system, one which ORS found did not properly reflect 
the amount of tax dollars going to education. Accordingly, 
ORS and Census required that a special method of calculating 
tax effort be used for those counties. 

ORS regulations provide that a protest must be filed 
within two years of an allocation, otherwise the allocation 
becomes final. Fifty-one of the 75 counties filed a protest 
against the method applied by ORS to determine their non
school tax effort. ORS and the complaining counties were 
unable to reach agreement, and 25 of those counties then filed 
suit against ORS. After a number of pre-trial conferences, 
agreement was reached on a method of apportioning the plain
tiffs' school and non-school taxes. 

After the settlement was agreed to, four of the plaintiff 
counties discovered they would lose rather than gain by use 
of the new method, and they voluntarily removed themselves 
from the case. The court approved dismissal of the four 
counties from the suit without prejudice to the right of ORS 
to seek repayment of overpayments to them. 

The court approved the settlement with the other 21 
counties and payments are being made to them for all "open" 
years. The new method of allocation is now being used for 
all Virginia counties. 

The question presented was whether ORS should seek to 
recover overpayments in prior years from the four counties 
who dropped out of the lawsuit. 

It is the opinion of the General Counsel of the Treasury 
and of the Chief Counsel of the Office of Revenue Sharing, 
that ORS is required to seek repayment of these amounts. The 
last sentence of Section 102 of the Revenue Sharing Act reads: 

Proper adjustments shall be made in the amount 
of any payment to a State government 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. (Emphasis added) 
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Revenue sharing regulations implementing this require
ment provide for adjustments through alteration to entitle
ments for future entitlement periods. Where this is a 
substantial downward adjustment, the Secretary may demand 
immediate repayment to the Trust Fund of overpaid entitle
ments. 

I want to review the letters of explanation to the 
counties which ORS is now preparing before meeting with 
Fairfax officials and calling the other officials. It. 
now appears that the meeting and calls can take place toward 
the end of next week. We think it is desirable to get the 
full story out at once and put our offer to spread out repay
ment on the table (and in the press) at the outset. 

The Bethlehem situation has been satisfactorily resolved 
by an agreement to stretch out the repayment by taking deduc
tions out of Bethlehem's next three entitlement periods. This 
worked out to roughly 11% cut per payment. Bethlehem . 
officials are pleased with this solution. 

If you have any questions about these matters please 
contact me. 

cc: Mr. Albrecht 
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