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94TH CoxGDMl_ HOUSE OF REPRESENTATIVES j :R.T. 9t-
fld s--. r 1 11u, Part 1 

FISCAL AMENDMENTS OF 1976 

KAT lJ5. 1976.--0rdered to be printed 

Mr. Baoo:u, from the Committee on Government Operations, 
submitted the following 

REPORT 
tOgatber with 

ADDITIONAL, SUPPLEMENTAL, AND MINORITY VIEWS 
{IDcludiDc COIIt estimate and eomput.eon of the OoDcnadooal BUI2pt <MIIee] 

[To accompany B.B. 18881] 

The Committee on Government Operations, to wholll was referred 
the bill (H.R. 13867) to extend and amend the State and Local Fiscal 
.Assistance Act of ~972, and for other pu~= h&~ considered the 
same, report favorably thereon with amen ts &nd recommend that 
the bill as amended do pass. 

The a.mendments :made by the Committee on Go~rnment ()perations 
strike out the matter printed in linetype and insert the matter printed 
in italic typ& in the repo!Ud bilL 

I. 8TA'l'EJIUT OF PtmPosz 

H.R. 1388'7, the Fiscal .Ass~ Aniendments of 19'16, is designed 
to extend and &mend the State and Local Fiscal Assi.sta.nce Act of 19'12, 
commonly known as the ~'revenue sharing" Act. This program is in­
tended to pi:o'Vlde general financial BSBi!ltance to help support public 
eervices that are the reBJ?Onsib~ of the States and their pnenl ptll'­
pose units of local government: Smee this assistance is not restricted to 
any pal'tieular services or fonctiGDS, the Committee haa.inela~ PIV'" 
visions i.ntmded to assure that citizens are aiforded an ·()f»portunity t& 
participate in the determination of the use of these funds by their State 
and local go-.el'Dineb.ts. The Cominittee has aleo includfld specific pro­
visions to assure that the funds are e~ndad withou.t diacrimjnation, 
and that financial accounts are examined by Outside auditors. This leg· 
islation, like the 1972 A.Ct, establishes a program of limited duration so 
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that CoDg\'eSs may decid& in .the light of further ~rience and new 
developments whether or not It shoald be continued. 

II. BACXGROUND 

A. Ll!lGISLATIVE HISTORY OF THE 1972 ACT 

The State and Local Fiscal Assistanoe Act of 1'972 was signed into 
law on ~her ~ 1972, af!;er a long period of debate. When this type 
of unconditiOnal JfederaJ 1ud w~p.rQpgled in 1964 by Dr. Walter 
~eller, then ~rman of the Council of Economic Advisers, it was 
mtended to stimulat& the economy by ee.:nnarJrlng an anticipated 
Federal surplus for distribution to the States. Pa~ents were to be 
made only to State gov6rnni.fJilt&·The States, at their discretion, could 
alloca.te a portion of the funds to local governments. 

It s~~~ ~evident tllat in orow; for such ~egislation to 
be politicafiy aooeptable, 1t would h11ove to proVIde for direct payments 
to at least the larger local governments. .As finaJiy enacted, the Act 
~teed automatic payments, without applications, to all States 
and to virtually all general purpose loe&..l governments. 

The Act provided $30.2 billion for the five calendar years 1972 
through 19'76, with payments commencing at $5.3 billion for 1972 
a.nd, ~wg &DnlJ411Y .to ,. level of $6.5 billion in 1976. The first 
payments, insite l'~'V'e for all of 1972, were sent to recipients in 
December 1912. 

The fun~s are distributed a.molll{ the St&tes an? looa.l _governments 
on the basis of formulas tha.t take m account their V&ry!D.g' economic 
circumstances. Tw~thirds of the total is distributed to local govern­
ments !1-lld one-third to the States, because the local units were viewed 
~ hanng_ t:h~ more pressing financiAl problems and more limited tax­
~ oapa;bihties. 
, . The :legislative history indicates that Conjp'eSS enacted this program 
with a variety of perceptions of its objectives. For example, some 
Members viewed the progt.:am as pun\ly a fiscal device to ease the tax 
bur4en of State and espiclally local goverriments by sharing revenue 
from the progressive and productive ~Federal income tax· others saw 
it as a means of decentralizing politioa.I power in our f;/eral gyst.em. 
Some believed the prop:am was in~ded to supplement existin~ Fed­
eral Oll.tegorical (spoo1al purpose) assistance; others viewed 1t as a 
partial sUbstitute for existing ca.te£orical programs. Some Members 
tho~ht the program was intendecf to expand- the activities of loca.l 
and State ~vernments to provide important but unmet public needs; 
others saw 1t as a~ of reducing or stabili~ 1~1 p~pertr. taxes. 

The program esta.bhshed by: the 1972 Act 18 Widely Identified as 
"revenue sharing,'' even though the law does not use that term a.nd 
appropriates specified amounts from the general fund irrespective 
of the size of Federal revenues. 

B. FISCAL POSITION OF STATE AND LOOAL OOVERNKENTS 

Federal assistance to State and local governments has increased 
dramatically during the past 11 years, frOm Jess than $11 billion in 
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FY 1965 to almost $53 billion in FY 1975 · a further increa.se to :o.early 
$56 bi:lion is estjmat.ed for FY 1976. In these 11 yea.rs, Federal aid to 
State and local governments almost doubled as a proportion of total 
Federal outl~ya (from 9 to 1'7 percent), and the Federal share of State 
and local ex~_>enditures increased from 15 to 23 peroeut. 

Increases m State and local government tax revenues in recent yea.rs 
have been obtained primarily by rate increases. This has occurred 
because most State and local revenues are derived from sources that 
do not inerea.Sr& ra.J»dly as pei.'SC)nal income levels rise. In 1974, these 
governments obta.fued 72 percent of their total tax revenues from. 
property ~nd ~les tax-fiiOurces whose yields rise only proportionately,. 
o~ feei, With ~cresses in income ~ala. Income taxe&-W"hoee yields 
nee at a relatively faster rate as meome levels increase-accounted. 
for only 19 percent of their total tax receipts. · 

The older rentral cities of th~ Nation have experienced a dispropor­
tionate 'ahare of fiscal problems in recent years. These citis have lost 
large numbers of middle and hjper- income reSidents to les$ crowded 
suburbs and h-a.ve usually been fntstrated in efforts to adjust their 
poUtj~l boundaries to ineol"J!Orate the more a:tB.uent suburban eom­
mumt~es that surroun~ them. Con~uently, the central cities have been 
left w~th a hilth portion of low mcome and high cost residents. The 
~CiaJ plight' of many central cities is aggravated by the need to 
raxse taxes t() cdmpensat.e for a dwinc:lliAg population and tax base 
thereby cre&ting a vicious cycle by a.cceleratmg the further exodus of 
hiRber income residents and business enterprises. 

1:he fiscal condition' of State ~vernments is generally much less 
per.Jlous.. Alth~ugh ma~y States have expe:rienOed very si£!lificant 
~hanges m thexr econonuc growth patte:ms, they have genenill_y been 
m a much better pOsition to adjust their tax sources as these chan~ 
~ur. Qo~uent1y, they 1!-r~ generally experiencing less serious fisCal 
difficulties than the urban Cities. 

0. FI8CAL SIGNIJ'IOANCE OF PROGRAJrl 

At the present time, the revenue sharing program accounts for 
almost 12 percent of total FederaJ assistance payments to State MdJ 
local governments. 
Approxi.~tely 38.,000 nn!ts of local.government, in addition to the 

Sta!-es, l'eCelVe re~~ue sh&t'Ui# allocations which range, on an annual 
haslS, from the mmunum payment of $200 to $263 million in the ease 
of New. York City. Whife these allocations constitute a very hip 
pro~rt;ion of the bu~ for some 91Ilall jurisdietions, on an overill 
basts the program provides approximately 5 percent of local upendi­
tures and 2 percent of State government expenditures. These pay­
ments, however, assume much greater sianificance when compared with 
tax revenues. Shared revenues are equaf to approximately 8 percent of 
State tax collections and 12 percent of the taxes raised 'by general pur­
pose local governments. In some instances, local governments receive 
allocations eq~ to 50 percent or more of their total. tax revenues. 

Because of Imbalances between service needs and financial resources 
among States, and also a~ local communities, the distribution 
fonnulas of most Federal assistance programs are designed to be 



4 

"equalizing"-this is, to pay a proportion.t&y }a.rger share of benefits 
to the more neeQ.y States and localities. 

The revenue sharing program is J?-O exception, ~tboqgh. need is 
measured here by the level of expenditures for services as well as by 
the lev~ o! ~r ~pita personal income. For the year ending June 80~ 
1976', Missi~Ippt, New York, an~ Vermont !fill ~ve approximately 
$40 per resident, ~ oomp~;red With per ~p1ta !illocatiOD.8 of appro:xa~ 
mately $24: for Oh10, ~ana, and Flond~ SUnilarly, central cities 
and poor rural oommurut1es gener&ll7. teee1ve larger per capita pay­
ments than aftluent suburban oommumtie& 

m. coxl!ollT'.lm CoNemEIIA.TieN oF EXTENSION LEoux .... TioN 

Legislative. jusisdiction over "~ral revenue sharing" was assigned 
to the Comnuttee on Government Operations at the be~ of the 
94th Congress. This legislation had previously been assigned to the 
'Y a:vs and Me;ans Committee. Revenue sha.r!ng constitutes the l&rgest 
s~ng!e domestic program ever enacted by Congress. Recogniz~ the 
stgnificance of the program and its impact on the Federal budget, as 
well ~ the bu~ of ~ recii?ient State and local gc>vernments, the 
COJilllllttee undertook an mteJlSlve review of the program. 

The matter was assigned to the Intergovernmental Relations and 
H~an Resources ~ubcommittee which held two sef.s of C9mprehensive 
hea.J.:iugs on the subJect. 
Fi~, s~ven days of. ~i;ngs ~ere held in July: 1975 on 'IFiscal 

Relat1o~ m the American Federal System" in oroer to de~lop an 
appropriate background for evaluating the revenue sha.rl»g program 
In these hearings, the subcommittee obtained very useful I:Mtim~ny 
from experts in the various s~ialized areas of public fulance. 
. In Beptanbar 197~. the Subcommittee began three 'months of 
m-depth nea~.to ~ke testim~ny both on the numerous and varied 
revenue sb.a.rinB bills mtroduced m the House and on th.6 OJ.>Sr&tion of 
the p~ sm~. 1972. The Subcommittee heard 101 witnesses, in­
c~uding 20 Membe!S of Congress, representing a broad spectrum of 
Yie!'P.Omts and IC?Clal philosOphies. In additio~ 65 or~tions 11ond 
mdiVIduals su:bmitted written statements for the h~ record and 
a tf!IDlendo~s number of communications were reooived- from p~blic 
oftima.ls and interested citizos. 
Follo~ the completion of public ~ informal discussions 

were held !or th~ purpose of d~ the ~tion of the Members 
on the v~nous ~ills before the SubcolllDllttee. When it became evident 
that no .smgle bill was aeceptabl~ to a majority of the flubc;nmmittee as 
the vehicle for ~arkup, a Wor!rlng Paper was dave~ for the pur­
pose. The Workinar Paper, which presented as objec.t.ively as _possible 
a r&n&8 of alt;ernattves for each of the policy U!sues in which t~re ap­
peared to. be mterest, served as the basis for mar~ up a bill in con­
cept. A Wide range of p~~ for~ various provisions of the 
present. Act were exa~moo !Il detail by the Su'bcQmmittee. U n the 
ronelUSJo~ of these ~~Iiberati~ a bill was dre.fted ~roorali the Su~~ttee s .dems~tii and that. draft bill was fp}:'ther re.fi~ in 
suooeediNl m~gs . a*" bill, H.R. 13867, was approved.l.c­
tion ..,y tJle ~ubcom:outtee W!\8 CQ~D.Plet.ed on April 30 1976 a&r 16 
fornnal meetmgs devoted to matkup. · , ' 
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IV. 0oJ0(1'l"l'D .A.c:moN oN H.R. 13367 

The Committee met on May 4,_ 6., and 6, 1976t_!o consider and.t&ke 
action on H.R. 13867, the clean bill approved r:sy the Su!JeoiDDU~ 
Following the adoption of a. number of amendm.~ described later m 
this report, the bill was ordered favorably repotted y a vote of 39 to 3 

with a. quorum preaent. v. DlscuB!D:OJJ 

/Ju EXTENSION OF l'ROGRAl4 

(Tenn., Funding, and Entitlements} 

Funding for the State and U>cal Fi~l Assistance Aet of 1972 
expires on December 31 197'6. ILR. 18367 will extend the program for 
an additional three ana three-quarters years to. September -so_, 1980. 
The p~ of the three-quarter year segment lS to syn~ the 
pro~ with the Federal Government's new fiscal year, which ~s 
on October 1 each year and terminates on September 30 of the folfow~ 
~the three and three-quarter yeat:_ extension, the pro~m will 
continue to be funded at the level of funding for the last entitlement 
~riod. under the 1972 act. Under the 1972 act, entitlement ~riod 7 
(July t 1976, through December 31\ 19T6) provides for funding at 
the rate' of $3 325,000.000. On an annual basis, thiB reflects a fund~g 
rate of $6.65 billion. The committee's legislation provides for fu~ding 
at that rate for each of the three .fiscal years plus an appropnately 
adjusted amount for the three-quarter fiscal year from January 1, 
1977, to September 80 197'7. The committee also authorizes the funding 
of the noncontiguous States adjustment amounta through the three and 
three~:tters years at the present level of $4,780,000. 

The formula :for allocatmg the $6.65 billion me.de available by this 
l~slation is discussed more fully elsewhere in this report. (See allo­
cation formula.) In essence, it is to be divided into two parts -with $6.5 
billion to be distributed under the fonnula in the 1972 act and all above 
that to be distributed in accorde.nce lrith a. new formula designed to 
ta~ some additional funding to those juriSdictions with greateSt 
nee1l. 

The $6.65 billion fUnding for this program is to be made available 
through an entitlement proCedure in lieu of the authomations-a.ppro­
priations lU'Qeedure followed in the 1972 Act. Under this.procooure, 
the recipiet\t State and local governments will beoome entitled to the 
$24.94 billion provided by this legislation. 

The Co~&l Budget and Impoundment Control Act of 1974 
cont&ins a provision pel"IIlitting th~ enactment of 9p8D.dinga.uthority by 
way of entitlement. Use of the entitlement procedure effeetively takes 
the propm out from under the auspices of the concurrent resolution 
on the oudget and the usual appropriations process of Con~. 

The proponents of the entitlements procedure assert that this cer­
tainty of receipt will eiUihle the State and local governments to use 
these funds more eftkiently. Those who favor the ~ustomary apptopri­
ations process question whether revenue sharing should be given a t')ri­
ority over other Federal programs such as national defense, healt'h, 
education, etc. 

-
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Except for the addition of a new aeotion providing I« ~m»Pl~ 
mental Fiec&l A asiste-oee (discussed below), tbe Committe& ctid not 
~the method of distributing funds Wlder the 1972 Act. 

The Act reftects a compromise between the dHfering formulae oJ;i,ri­
nally adopted by the House and the Senate. It also makes the alloca· 
tion process more flexible and ~- to the particular oireum­
stances of individual States by providing a choice between two for­
mulae for allocating funds tO each &..te area (which includes both the 
State ~vernment and its local governments): a 6-factor formula d~ 
veloped. by the House, and a 8-mctor formula deTaloped by the Senate. 
The amount for each State area. is tMtativel7 computed under both 
fql'1Jlulas and each area is automatica.lly given an allocation based on 
whichever of the two formlllaiJ yields tb8 higher payment. If either 
Alaska or Hawaii uses the 3-factor formula, its alloCation is increaeecl 
(in accordance with the N onoontipoua States Adjustment) by the 
same pe:reentap adjust.inent as apptiee to the base pay &llowanoes of 
Federal Government employees residing in those States. This adjust­
ment is intended to redect hiP.r ~ving costs in those States. 

Under the 1lrat, or House-origj.natec1 formula, the total amount for 
each State area is based on five factors. Th~a of these factors are de­
~ to take need into account: :population, urbanized population, ana population weighted by the relative ~r capiW income of the United 
~ com~ to the State per capita income. Each of these factors 
IS given a we!ght of about 22 percent and together comprise two-thirds 
of the total. The remaining two factors, general tax eftort of the State 
and its looalitiee, and Stat.e individual income tax collections provide 
some incentive and reward to the States and localities for meeting 
their fiscal requiremeote from their own tax sources. Each of these 
factors is given a weight of about 17 percent and together comprise 
one-thUd of the total. 

Under the second, or S.U.te-origin.at,Mi formula, which is used if 
it produoes higher payments than the 6-factor formula, funds are 
allocated to each State area. on the basis of 3 factors that are given 
equal weight: population, relative inco~ and ~ral tax effort. The 
f&ct.ors in this fOrmula. therefore, are similar to three of the factors 
in the 5-factor formula. However, the elements in the 3-factor formula 
are multiplied by each other instead of beiDJ[ aiven a particulan 
weight. This tends to provide larger distributions to those States 
which have both low incomes and JU,rh tax effort. 

Two-thirds of the amount allocated to each State area for eaeh en­
titlement period is apportioned to the general purpose local govern­
ments in that State area (includi~ cities., counties, towns, and town­
ships): the remaining one-third share is apportioned to the State gov­
emment. 

The Act's ~provisions for distribu~ the local government ahare 
wit~in each State are very complex. They require 88R8Jltially the fol­
lowm,r procedures: 

1. The amount to be allocated to units of local ~vernment is di· 
vided by the population of the State to establish the per capita en­
titlement for all govemments within the State. 

' . diBt "btlu,ci to coun.ty a.reas ( t.be8e 
2. The 1~ go•ermne:bt emount 18 ~ n the ratio that~ 

are geogrt.~4!t areas, not governmentl~thin :s~ ~ a S.f8c.. 
._ NIP. 'beal'B to all county areas . . ) 

COWI .. ..,. a 1 ( _,.1 • .-on x tax effort X relattve meome • ount --~.&..1, 
tor formu a ~l'~ all tea to any oount.:v area an am ~,....,._., 

8. If this ~lculatt?n t:d l.tG" 'of the &tarewide per capiA ~~ 
on a per ca-,tta· basis, ex s. tis reduced to the 14:~% len 
titlement calculated in step 1, tt8 ~=red pl'O}X!rtiell&tely by all the 
and the resulting surylus amount ts ·thin the State. 
rem.ainin« UMQnstramed eounty a~ WI ted less than 20%, on a per 

4. Simil~T1y, if any county :i r~ step t, its allocation i". m· 
<'.&pita basis, of the amoun~ th cu " ltin« detkit is t.akeil .~on' 
crM.sed to the 20% level.~ e resu ..._.ned eoan,ty areas within the 
ately hom all the remammg unoon-c•l • 
8t;~ach count area allocation is then dividi_~n~':",Xi,:S = 
nn ~mount for hdian tJ:ibalf~=~l:S ,;:ulation to the total 
is determined by the ratio o · 
p.op!Jla~ion of the count}"_~~· ............ _,.w,. allocation is determined 011 

·· Then. from the rem&J-~'• a ""''"~uy "usted ta.x~iA., taxes ex· 
the basis of the ratio of all townshi) J :!l total adj taxes in the 
eluding those for school purpoeee 
coUJlty. ...._ • simi .... ly determined on the 

Next a county government s.uare 18 

basis of county governme~t a~just'M ~for the other units of local 
The remain)ng proportton 1s rese 

go'!81'D.JD81lt. . sed to ]locate funds eeparately 
6 The 3-factor formula ts then u te it a unit of ~vermnttnt 

to townships and other local J{OVerM\Eil ~pita basis, it tB adlusted 
receives more than 145 ifrcent.~';.!,~ less than 20 pe1'001lt, tts a.l· 
to the 14~ ~roent level. t a~ of either the 20 percent Jevel, or 
location 18 me~~ ~.:"!nd in~r~rrunento.l transfers. If 
50 percent of tts auJ t of its adjusted taxet'l and trans­
any unit receiv~ m?r~~·~-~ :':1: level and the excess is given to 
feTS its allocatton 1s f"UU\:leU · 

the ~unty government. t has been allocated more than 00 per· 
T. If ~lie OOl;lDustedty JEOVerruned tranafers, it.s allocation is reduced ~ 

cent of 1ts ad] taxes. an th State ~t. (This 
that level, and th~~cesst . 18 rs:1~re e~~ on~third of the 
adjustment can R~Dlll m a 
funds.) . • 1 than $200 or any unit of local govern-

S. If ~y a~ocatio!llS esst, th ~ds are allocated to tlie next 
ment watves tts entitlemen oee 
higher level of ~vernment. • and minimum constraints in the 
Con~ includ~ these maxtmum t local governments from receiv-

intrastate formula m order to Pt:even ounts. 
ing extremely large or s~~ =nt ~on adopu,d by_ the Com· 

:t'he Sup_p~emental ~ tion fo:nula to be used in distributing 
mtttee establ~es a new OC?&1 bl funds both among the States and 
a specific portion of the avat a e 
within each State area. li ble funds a.re to be allocated by t~e 

Forty percent of theulaaP.f ca ultiplied bv the income factor, eli-
following factol'B: pop ,won m " 
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~ by the swn of these Produota. (The income factor of a Stat-6, ~ area, or local government is a hactJoa: the numerator consists 
of the number of P&rsons in families and the number of unrelated in­
dividuals ~ :ve&l'B or over who are below the poverty line (or below 
126 percent; of the poverty line if they reside in the centra] city of an 
urbanized &1'8&); the deriomiaator consists of the same types of per­
sons regardless of their income leveL) The other si.zty percent is to 
be based on either of the following two fonnu1u, de,PendiJlao upon 
which would result in the greater amount: (a) population multiplied 
by the general tax e1l'ort faCtor, divided by the sum of those products · 
or (b) population multiplied by the income tax e1l'ort factor, divided by th8 sum of these Produota. 

In addition, thiS new section contains the followiug major pro­visions applicable to it: 

1. It eliminates the distinction between townships and other loeal 
units of government in aUocating funds within the county area. 

2. It provides that before county areas and units of focal govern­
ment receive their funds .from the S~ Indian tribes or Alaskan 
native villages willl"ecaive their allocation directly based on the ratio 
of their population to the population of the State. The population of 
the tribe or villap is then not counted in determining the alloca­tion in the county area in which it is located. 

8. It eliminates the existing 20 percent minimum per capita entitle­
ment and raises to 800 percent tlie 146 percent maximum per capita entitleme:at. 

4. It incraues from $200 to $22tJOO the minimum entitJameat which 
a local government must receive m any entitlement period in order to be eligible for sup~lementai funds. 

The primary obJective of the Supplemental Fiscal A-iJtance sec­
tion is to 1arpt....., ad<li~ ~ to thooo ~i0ll8 that 
have the greatest service needs and very limited capacity to 
meet those needs. Central citie& and poor rural communities are in­
tended to be its main beneficiaries. The formula is designed to accom­
plish this objective Primarily by substituting the number of persons 
below the poverty level (or below 125 .Percent of that level in the 
case of a central city) for per capita inCOJ.De as the basic measure of need. 

C. JI&DI:Dr~TION OF THE TRUST J't7ND ON REVENm: IIH.AJuNG 

The le¢aJatiOJJ. ~ the revenue sharin,g program provided 
for establiahment on the boob of the Treasury a trust fund to be 
known as the "State and Local Government Fiscal Assistance Trust 
Fund." In fact, the~ is no trust fund and none is necessary for carry­ing out this prograzn, 

In its preaenf form, the trust fund concept is a .fiction. No money 
is set aside. into a trust fund for use onlv in the State and local .fiscal 
assistance program. These funds are disbursed from the $'81!eral fund 
of the Trea~ as are most other appropriated Federal fUnds. 

The COmmittee recommends the removal of the references to the 
trust ftmd U1 order to t>.lWlh}ate a misco.nception of the nature of the 
program, Deletjon of t.he 11!fereuoos to the trust fund does not a1Feot. 
the operation of the ftvenue sharing program in any way. 
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his aetion is not intended to Th committee makes it cleat th~ ' t he bas been~ to make 
take :way from the ~ry h!~a~ ~,trpaid or underpaid. adjustmenta where J'eelptentS 

JU'1'Y EXPENDITURES PROVISION D ELIHINATION OF PBIO 'ded that 
' . .AIIiatance A.ct of 1972 PJ:'O!l 

The State .andfunLoca.lds . ~be used only for ce~in priodnt~-
ue ~ 00 

d fined as ordinary an n Y ~ven Priority expenditures were e ublic safety, environmen~l eli~~ and operating~ for P nenotion, libraries, !""~ ~ public trausportation,d~ ..t.mmst~ Pnonz ~rvices for the po_or lord~Ji!!a.ry and necessary capttal expen expen~ alsO me u eel a . 

tures autho¥ ~ln~ates this ~~&n en:=z-~~== 
The COllllll1ttee • is to d1stnbute · tion of 

of the revenue ~!'..,"":"'they ~ine. T!'J. ~tm~ _. 
l~l.gov~ture categories is inconsistent. WI funds are fungible 
pnony ~Furthermore, since re~ue ~it is impossible in ~ 

0
0
ther State and ~ JOverDID8IIhat pu~ the' funds are actually w cases to detenmne J.Or w .. 

~Y used • dituree proVlSlons ~ co~ttee's dele~io~ of the P~ftioc:.r:vernmenta to use 
has the eifeet of pernutting Statepose oonsistent with Fede~ state, sharmg' fmids for any pur 
revenue for which 
and local !a.w. llinina..; ... , the restrictions on P~~ t that the 

In ad.d1t1on to eused ~mittee made clear Ita m Sectn . n 
123 the funds ma.y be ' e • nUl in a timelJ manner. to 

funds be expended by the recip~e uire the recnpient governmenbf to 
(s)~) of th~~u';i!.geueh'!"S'"'abld,~=~~ 
..... "'J:u:,.;dod" in rogulatiODS P,_..,~biJ.. recipient to '"!eo, :mn:la~ionsp that ha.ve been promch fuulgad~wiU!in 24 monthS. Expa.nsltedon 

,..,- propria.te" su ';~' riate" has crea obh.,.n., or ~ to includ• •obliglto or spp""'H.e rl!j!Ulation"""' 
of the term . rcumvent the intent of Con.gree& 
situ~tions ~odtfCI the actual expendi~re of the~:- I-Mlation, the 
no time pen or . 1 ,_ is mcluded m e -e~d be better 

Although no specific anguaei Section 123(a) (2) woul ditu ,....~, 't"-- believes the intent o im _. the aetuai expen re 
'-"'mnu ,~ . reasonable t e J.Or ld:e d the 
met if the regulatiTh 

0
&cs:!t:,rv should retain his power to. :...e t! meet 

of the ~dB. e h he feels it is ne<M!SSary or appropn time reqmrements w ere 
the purposes of the Act. 

HIBITION ON USE A8 HATCHING !'UNDB 
E. ELniiN ATION OF PRO • • on of the 

. reconui:J.end8 ttae· deletion of th!' pro~~bit:s State 
The oodm~urFiscal A.~ce ~ct of ~~~~eu~ direotly or 

Stato sn fro 1I8IDg reVfJilu& -~ • _,..._.__,...,. 
and lol-,.1 governments f obtaitiing Federal funds m ~ !ort 
indirectlv for the, P.urpose included iri the original program) ~cH~: fmo $lt'&M~. Thiap~on wasobt&;-n;-nao 100 percent Federa J.Wt to deter recfp1ents from ,---e 
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P!'Ograms that are ~ded. 
l'WJOurces. to l'8q1lire some ~tributi 

In recognition of the ''no . on ;from lpcal 
Bl'Ogram, the CO.IlllDittee d te =" nature of the 
~d:J~t,a~~:i£riate o; ~~n:uatio~ ~f~U: ;:hlbf. 
~Pient. could US:~trf USe in ~tially ~~fundS are in­
!Dg !'Ct, the Prohibiti rom their own ~ U: manner the 
fuiids in such a 1f& on can often be avoided b . nder the Ulst-

Remoia] ot the ~ ae !.o.~eaae local funds to': WIIDg revenue~ 
to enoqurap Stat!rohibition on use as JJW-... J.:-~S:. ~~lund& 
grams for the p and flooal ~vernm~L t 18 not ~tended 
argued ho IUpoae 0 multiplying Fede ell. ou matchiJur pro. 
moat - .~ver1 that to the ezumt t&:is ~1 P.nt revenues. ft 

Statefor the ~~d !i%rl~ ~social aer:vfce~~=:8;8 'fYd~tfect,'i: 
and local gove • 1188 of th11r own budget ' me. a ,lng those 

ma~ grant pro rnments found it impossible to ~~ot1ons, some 
by~omgpro-,;,~ams beoat~~e local revenues p&rtJc;._~te in these 

&&__,, were o-~.t.en absorbed 

Th '· .JiU.IlnoJrNuCJJ o.r DPoaT 
e Present A.et · 

assist I'll units of l'eCJWI'I!8 each State governm 
same extent as it ~~1 10C41 government 'Withinent to OOOUnue to 
hwislation. The A.et P=thathem just prior to the en~t.te to the 
allocable to it for . t a State mav rece. ent of thia 
only if it diatrib an entitlement period~ Ive the full amount 
fro~ its own 80~~88(=~ to ita local govenunW:~ f:Ue 80, ~97a. 
.Penod and the im ed' on the a.v~ d . e aggregate 
the year tw..,; .. ~:=~ Iately Preceding entitle un.ng t;hat entitlement 
oftlielast~~ July J 1911 (one-half 0~~t P6riod) !!Sit did in 
to do so tbe em~nod, July throuan nece:= amount m the case 
~ tq be ~uoed:fo'll:r f. t otherwl88 wouid be distri~6),lf it fails 

!~ lJi ,:\~rovid.,. fu~~~~!: ~~ion~ its aid.= t:,e~~ 
for a ca~ry of~ve~ent assumes pa.rt or :iJ'::rn.ID&Jnten~ce of 
~nsibtlity or i~~11n'..S that w~ previously a 1~ ft!eJJons1bility 
1 ocai·~venunents ers new fluing authority aovernment 
d ~e bill reported by the Co . . on one or more of 
~ the year be · · mmittee continues thi · · 

~~ilable, the most ~Ulg July 1, 1976 (or untll :rphldon, but 
~W~te) as thts base period . one-year period for which d uc ata are 

lll place of the year~ J ata are a vail-
0 DIII'INm! Uly 1, 1911. 

• ON OF UNIT OF LOCAL 
The Present Act defines a . ~ 

me!lt o! a county, muni . . "unit of local government" 
which l8 treated" as & ~pality, towaabip, or other . as the govern­
for ge~eral Btat.iatioal1llllt of g8D.era.J government bv ~t ~~~~lie State 
A'OVenu.ng bod ot PUlpOses, The term al • .cit e VUUBUS Bureau 
performs su~.jn Indian tribe or A.las~ n::l.,. th_e recognized, 
meant to. 1 d gove1'Junebtal fUJJcti Th ve village which 
such as "to~,e equivalent local unit. hac:1! dim term "to"!JlShip" ia 

R erent d8Slgnations, 
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Some concern was expreMed before the subcommittee that large 
numbers of s!ngle-pu~ governmental units were qualifying as 
recipients under the existing definition. Since the revenue sharing 
program is intended to aid _general purpose governments, the commit­
tee clarified the existing definition b:f incfu~ several additional 
specification& To meet tlie revised definition, whicli becomes appliCable 
on October 1, 1977, a unit of local government must im_poee taxes or 
receive intergovernmental transfer _payments for the substantial ~r­
formance of at least two services for their citizens from among the 
comm~rovid,d mmricipal-type services listed in the bill In iddi­
tion, a 1 unit must spend at leaSt 10 percent of its total es:~dituree 
(exclusive of expenditures for general and financial administration 
and for the assessment of property) in the most recent fiscal year for 
each of two such services. However, this additional requirement is not 
applicable to a local unit which peiofol'lll8 four or more such ae:z:vi«*, 
or which has performed two or more such services since JanUary 1, 
1976, and continues to perform them. 

B. CITIZEN PAKTICIPA'nON (PUBLIC HEABINOS, Blll'OB'l'8, AND 
PUBLICA 'nON REQUIREJr[ENTS) 

The Act preseutly requi.res each recipi~t government to submit 
reports to the TreasUry Department for e&ch entitlement period on the 
planned and actual use of revenue sharing funds. This provision was 
1ntended to assist the Treasury DePartment in enfore!ng the various 
sUt,tutory requirements. The Act &lao requires each State and local 
~vernment tQ publish such reports in a general circulation newspaper 
m order to inform the public of the uses DULd& of the funds and the 
extent to which the plaiined uses are carried out. 

The Committee bill contains strengthened provisions to help assure 
that citizens are afforded an oppwtunity to participate in deteimining 
how these funds are to be usen ·by their State and local government& 
This $ accomplisbed by SPeCific requirements for two bearing~, after 
•dequte notice, concerned ~Vely with the development of the 
propoaed use report and witJl e uae of these funds in relation to the 
govermnent's entire budget; for difWAI'Dination of information on the 
propoaed and actual use of the funds in relation both to pil.rUcular items 
m a government's entire bttdpt and to tJle use of the funds in previous 
fiscal years; and fM newspaper publication of the report on the pro­
posed use of funds and of the narrative 10mmaey of the adopted 
budget. It is the Committee's view that the public shOuld have as much 
opportunitf as poBBible to partici~ witli their State and local oftl­
eials in demding the uses of Federal aasiat&nce made available for un­
restricted purpoeea. 

The bill oontin11118 the pl"t!1881lt ~on for sobm:iBBion of the pro­
~ and. actull1188 reports to the 'rreasury Depaotment, and, in addi­
tion, reqwres the Secretarv of the TreaBU!'J to provide copies of these 
reporte to the governors ol the ~ve States for their mformation. 
In ~clition, it requires each unit of local govoermnent Wii.thin a metro­
~htan area to submit ita pl"'pC8d use report to the areawide plan· 
ll1Dil: organization concemed with implementing certain ~rovisions of 
apectfted Federal Ia ws for the latter's infonnation. The bi11 changes 
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the name of the "planned use rt" to h 
better identification of its .P~~ t e "J.>roposed use ~port" for 

The Secretary of the ~ 'Y · ' th . . 
ments for publlca.tion of the :r! 18 ~u orized to 1Vatve the requit1!-
samm~ of the adopted bu~~d ': rep~rt and of the narrative 
a. hearing before Mop'tion of th'e ~pased wal've the ~uirement for 
such requirements woUld be unreasonaolv b use report, if the. cost of 
1~ or State government's entitleme!t.burdensome in relation to a 
w~ve the ~irement for a bud'*'>t h . Thifeth~z_:et.ry may also 
qnired under State or lo · 1 1 ~- · ea.~ 8 uu~et process re-
bp~Z~~ for the,publicc:tt~~~!'n: =d~~tJ;.V:~~~=rela:!J 
,/h . e&rmg ll!quumnent, and If a. portion of such processes ! 1 d 
e~ on the proposed lUie of re h . c u e 

'!"as included pa.rti~la.rJ to venue 8 ar1~ :ftt!lds.. This waiver 
JU'-1sdiction where a· sn{gle ,=~~t~ the- St}uati<m m ~me 1~1 
whiCh all citizens are entitled to ote Ylh 0 TOeetitl_g- Hi held m 
The bill also authorizes the &c~ to~ e corutnuruty'~ budget. 

~~~affieto ~mpl~ with State and 1roJ~~,%!~=~~ £:; 
mg if the Sec~ta~~orse 83~f:a~h!t8~hda~ ,Prior ~ the budget he~r-
adequateno~ca.tion. e Cll.Zml8 a ected will rece1ve 

The CoiQDUttee recognizes that th · · 
~~~s~ed in the b~ll for hearl~~~ubll~ti':~t .:e~ 
conform with i: ~rn:nesl for ~a.c~ ~ntitlement period may not 
ments Th' . to be ~...,~~ ~ <!f Individual State or local govern­
years ~sed ISb~ the s'taf: d% V!ei of the wide variation .in tlie .fisea.I 
mgly the Committee ex an e~r ocal governmental units. Accord-
tion i~to account in Rr0~:i~~~ thegulaBeet~etary wdil~ take th.is situa~ 
cedu ~ . -~ e.~""""'5 ~e Ions, an m adpptm(J' pro 

res, J.Or accomp ShUJg the purposes of this legislation. "" -

l. NO:Nl>ISCRDI:INATION PRoVISION 

tJi B~~~on J22 of the current law prohibits diserim. _ 
on on en& ol race ~lor sex or :ttati 1 . . . ma br activity funded with' reven~~ ~acing p~~clt ~y P~ 

t?e S:~rnmt~~~~ _,nnit of loool· government. Und~~~e uA_:' 
. ·~ IS au .uunzea to take appropriate &d!b'n~-... · . .,.., 

to secure compliance with the nondise . . . .1 ............. rve action 
cases of non~liance to the A nmillation proVI~IOns and~ refer 
such referrals. the Act also pro ,~dGenedral for SUlt. ,In addition to 
tomey Genezf: '1 to · · · . VI es m epen ent authonty for the At 
in lt. 4'.,..,.~1Jema ffilb!::te ~ItofS a~inf!t recipient go'!ernments engaged 

The.r;:;:. ..?:_~rae.,~~,.. prohibtted dism1mma.tion 
vumm1~ 1s aware ef majOI" d fi · · · th ' 

of Section 122. The "funpbility" f sh ;:nCJtB m e eftlectiv~ness 

/Zrf:m~ :C~:fu~ teS:e~peedc~~ge by d~~~~=:e=~ 
crimination doe& · 8 

• m progr&.JDB or acti?itu'JS where dis~ 
. n_o~ exist .while using their own freed-up fund · 

{hroJm&ms or aotryittes which are discriminatory. The &creta 8 f 
enfo~n~~~Iy utiliz~ his' disc~ autho~ ~ 

Th Co . ~~Ion PfOVJSion. · 
e numttee revised Section 122 to st m. h th · · · 

nation provisions The revilrion see1- to • rene• en~ e nondiscnnu-
• &IS lmprove en.torcement at the 
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Federal le":~' ~ provide ~tter coor~ination amonili ~ederal,, &tate~ 
and local Cinl rights agencies and to msure that recipients will not 
be subject to conflicting enforcement standards. With. these goals in 
mind, the Committee adopted the following changes in Section 122. 
Be~ of Seotion.-The present law prohibits discrimination on the 

basis of race, color, national ori~, or sex in any program or a~tivity 
funded in whole or in part by shared revenues. The revised section 
broadtms the prohibition of di!eri.mination in two 'W&"f.S· Firstly, it 
ad~ age, ~andicaooed. st~~ and reli~o.n to the prohibition. Second-. 
ly, 1t :m'Jllil'eS thaf all actiVIties of a. reCiple.nt JOVen\m.ent be free from 
discritnmation. The requirelnent was created t>y the ootnmittee because 
of the difficul~ of traci.ng the shared revenue and identifying the 
separate and distinct actiVIties funded by it. A recipient government 
can utilize various accoun~ techniques to substitute shared revenue 
for its own funds in a particular actiVIty. These displitcement possib\li 
ities allow the recipient to desi~te shared revenue as being ~sed m· 
activities less subject to civil nghts complaints. The recipient juris­
diction can then designate its own freed-up :funds as being used m ac-1 

tivities more subject to civil rights challenges. Under current law, 
these aeoounting techniques immunize from challenge activities where 
discrimination might exist because the activities are not funded di­
rectly by revenue sharing payments. 
· T1ie l>lanket prohibition would not aJ?ply when a recipient jurisdic­
tion can prove by "clear and convincing evidence" that the activities 
allege4 to be discrimi~tor:y are not funded in whole or in _part, direct­
ly or indirectly t with shared revenue. Because of the displacement 
_posSibilities avat1a.ble1 the committee felt the stringent evidentiary 
standard of "c1ear and oqnvincing evidence" was necessary to avoid 
deception. ' 

1!1&/(Yf'()~ Mechanism.-The current law commits federal en­
forcement to the discretion of the Secretary of the T~ and the 
Attorney General The committee felt that the poor nondiscrunination 
enforcement record of the revenue sharing program to date necessi­
tated the mandating of certain enforcement steps. 

(a) 86C1'6ta:ry ()I the T~.-The central feature of the revision 
is a trig~r mechanism whicll determines when the Secretary will be­rm compliance p~ by sending appropriate notices to the non­
complying recipients. SuCh notification Will be triggered under two 
circumstances: {1) when a federal or state court or administrative 
agency, after notice and O_Pportunity for the recipient to be heard, 
uia.kes a finding of discrimination on the basis of race, color, religion, 
sex, national ori~, age, or handica~ status; a.nd (2) when the 
Secretary, after affarding the recipient an opportunity to make a 
documentary submission, makes a. initial determmation of noncompli­
ance based on his own inv~tion. 

After the notification, the recipient has 90 days to end the discrimi­
nation and take wwhatever affirmative steps are necessary to conform 
its {>r&etices to the law. The recipient may ~uest a hearing on the 
menta which the Secretary is required to initiate within 30 days of 
the request. At that hearing the recipient may raise anx defense avail­
able under the law, including the con~ntion tha~ the shared revenues 
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were not used in the program or activity in wlUeh the .n-.~ diar 
crimiDation OOC1U'r'ed. --.SO\& 

In advance ?f. tbe hearin,g on the merits, the recipient may also 
l'eeluest a p~1mm!'ry ~ ~f«?re an ~ive law judge 
~~'!11 the not!fi~Ion to the recJ.St:::- based on the Secreta1-y's 
lJUtial d~tion of non-eomp When n.otifi.cation is trig­
gered by a finding of a Federal or state court or administrative 
~~y, then is no need for such a prelimin,.ey ~earing because the 
l"eClpieo.t baa ~ been a1forded an oppoltulrlty for a hea~ on 
the merits. Such a preliminary hearing must be requested withiii 30 
~)'8 of the notification of non-compHance and must be 091J1pleted 
~thin the 90 day _period: If the recipient demonstrates that it is 
~y to.prevap on the n;t.ents at a subsequent full h~, the ad!pinjs. 
tra?ve JUdn 18 t.u~orized to o~der a deferral of a fund ~on 
which woufd otbennse automatically occur at the conclusion of the 
00 days if compliance is not achieved. 
A~ the end of the ~0 days, t~e payment e:f shared :revenues is auto­

~ticall_y StJSP.m.ded If a complialice ~ent has not been signed, or 
~~ compliance Itself has not been ~hieved, or if an administrative law 
)U~ has not entered an appropriate order. The S!lSPension of funds 
applies only to a local ~vernment which is the subject of the notiflca. 
tJon from the~. The payment of funds to other governments in 
the state or the state iUJelf l'8mains unaffected. The SU8pension teen 
rem~ins in e1fect ~r a period of ;120 da~, or 80 days after the con­
cl11l!lon of a hear:mg on the mente, whichever is later. ~ this 
~noc! of S1,18peD81~ the ~ 18 obligated to make a final at!ter­
DUD&tlon ~f compliance or uon-co~lianoe. If insufticient evidence of 
non-compliance 18 presented to the Sec~ then the 8118pended pay­
m~ts ~d all future payments are paid to the recipient. If non-com­
PJia.nc:e l8 fo!llld, tp~ funds are te~ and the .A.ttqrney General 
Is notified. The l'eClpient government could, of course seek fE!Iumption 
of ptym•ts when it ~eved compliance with the AJ.. 

. (b) ~ttfW'!&811 ~~.-Und~r prese!lt law, the Attoruey General is 
authotizeci t.o Initiate legal action aga1qst any recipient which ie en­
~Zaad m a "p~a~rn ?r p~ce" of discrimina!ion m violation of the 
Act. ·~t alfthonty IS continu~ under the reVISion, and the Attorney 
Generall8 gtven express authonty to seek suspension termination or 
repayment of shared :revenues. The revision~= the Attorney Gen~ral 
the responsi~illty of ~~to~ and coo • iJlg th~ nondiscrimi­
natory compliance actiVIties of tlie ~- The revision requires the 
S~reta~ ~ suspend paym~ o~ shared :re.venue 4:t; dars after t.he 
filin1, of a pattern ~r.p:ractice" SUlt by the Attorney General apinst 
a :recipient. The reetpient, how~ver, al~~ has tb~ rig~t, withm the 
first 4:5 day!~ after~' to obtam a p:rel•mmar, in)unction defe~ina the suspenm.on of funds. · e 

. 0~ ~.-U~der the. ~venue sharing ~te and other non­
d:tSC?M,!DJDatton laws, pnvate ~bze!lS, or orgamzations representing 
the1r m~ may sue the Uruted Sta.tes or any recipiellt_government 
for us~ shared revenues in a discriminatocy fashion. Those rights 
a:re continu~ under the revised Section 12i. A new Section 125 of the 
Act au~honzes courts to award attorney fees in citizen Jaw suits and 
authonzes the Attorney General to intervene when it is a case of ~n-
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ral ublic · rtance. In Ahluka Pl~line 8e1"1Jic6 Of!!P. v. Tlte Wil­
~~ 8~ 421 U.S.~ (19TtS), the Su~:reme COurt held that 
cooneel fees c~ot ordinarily be awarded Without exp~ congres­
sional autherizatian. The:refore if citizens a:re to :recover th~1r attorney 
fees, this seetion is essentiaL It is~ that~ courts Will apptv tlie 
attorney fee provision in accordanCe with applicable Supreme Court 
and lower :fecferal court standards. • . • . 

The Committee is aware that complaints allegmg the d.isthscrunmatory 
use of revenue sharing funds have not been prOcesBed by t e ~retary 
as expe<ijtiously as ~ble. A new secti~ 124 ,of ~e ¥t ~r:eiJ.uu:e& ~e 
Secretary to establiih reasonable and speciDc J.Une limits !-or ~ -
ing to a. complaint and makin~ an app~pnate ~tion with 
.... J~nAM. to the allegations contained tlierem. The llew section ah!o re­·;r..;-the Secretary to establish time limits for oonduc~ comp~ 
~views and audits of :recipient governments to determme complia.nce 
with the provisions of the Act. . effl • 

l'II.Wr-agMlC1J cooperation ag1VJeflflmtl.-To achieve ~ter Cl8!!-CY 
in etlforcement, the bill1'8C)ui:res the Secretary to enter l;Dto co~erat1on 
agre6Dlente with appropnate Federal and state ~~~~~--,agr:ee­
ments must detail the coo~tive e.ft'orts to be un._.. ~ wciuding 
the shating of :resources and personll81. They m~ also mc:Iu~ l>ro­
cedures for n~ the Sec~ whenever .fin~ of discrim1na· 
tion a:re made C?r, in. ~e case of. the Attc?~Y GeniraJ, whenever a 
pattern or practice SUlt l8 filed against a l"eClpient. 

J, AlJDl'l'ING AND ACCOUNTING 

The 1972 Act gives the~ of the~ the responsibdllity 
for rovidiJul fOr such accounting and auditing p~ures an re­
vie~ as the aeems necessary to insure that the expenditures of reve­
nue ~ fonds comply with the requirements Of the Act. Beoog­
~ the size of the revenue a'h&riJw P~ the number of P.'r­
ticipa.nta, and the virtuall1 unrestri~ use &¥?wed, ~ COJD.DUttee 
determined that more explicit a.nd t\!liform auditing requil'emeDta are 
in order. . L--~ ___ ,_ State d locaJ To be able to obtain revenue shatma .1.uu ~. • an 
gt?vernment must utilize .flscal, accoun~ an au.di~ procedures 
which comply with the stand&tds established by t~e ~retary C?f the 
Treasury a.nd must also conduct independent audits whtch are m ac­
cordance with generally acce~ audit~ standards. The "generally 
acce ted auditing sta.ndards is the standard adopted ~y the General 
AocJunting Office and the lJertifi~ Public A~un~ national orga­
nization. This standard will proVIde some uniformity so.tbat the~­
eral Aoooun~ Office can eifectively conduct the o-.ersight resposw· 
bilities placed upon it b7 this section over the 38,000 governmental 
units involved in the _p~ • . 

The Secretag of tlie Treasury is ~mred to promulgate replations 
which assu:re that each governmental unit conducts an andit eich 6acal 
year which is in accord&n.ce with the standard referred to aboft. The 
section does allow the ~ to proride for less formal reviews of 
financial information or less fiequent audits for thoee States or unita 
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of local ~venune.nt wlt,ose fund.ina- . 
thatT,~,.~ of a.n. annual audit would lie~ this __p~m!:osuch that 

ua regulations are a.lso to . d nwl~ ounlf. me. 
sts:tements ·provided bv this pr~n e that ~e audits and financial 
qwrem&nt should assist . a.:ction a~ ,Public doctuwmte. This 
the Act more m~ smU:~fi the 01~ participation section :f 
for which the revenue sharina funtize.nsd will be able to see the PUl'pOIIes 

--e s were spent. 

][. P.ROHIBr.rroN OJ' USE FOR LOBBYING P17BPOUs 

The committee reconun:end that he 
!unds be prohibited from wn! th t recipients of revenue sba~ 
mg or otlier activities intend~ to .os:._ funds fo,r th~ Purpose of lobb~-
nue sha~ Thi hib' . . lDJ..luence l~t1on reg&rdi.na' 
the Federai ~V:~ent~ti~~hlhl~istent with the_generaJ poll~~~ 
the PUI"J>C?Se of !'Olicit~ additional ~ the use of Federal funds for 
. There Is no mtention on th eral funds: 

VIduals, inclu~ State and j part of ~e CO!D.mittee to restrict indi-
on related lepslation known. Th'.! =' from maJring their views 
revenue shanng funds for such nn~ Ion goes only to the use of 

The language of the legislatir-1;"1--. 
arohibition, dues paid to natio':!.t ma\es clear that,. fo: pu~~ of this 

een:-ed to have come from re :h .state &SSOclations not be 
n~ lntend to .restrict the naiT:n~ o:r:.fe funds.. T~e COIDIIJittee does 
P~~~~ out their res.po~billtie8 to ~::t!rom tppro-
certifv . .P,Bted that the recipients of rev; sha . rs. 
vi-~-::! 1n f~~ annual use reports that no enfunueds i.~beenfunds would · 
~on o provision. .-ve used in 

.t.. APPLi 
C4'l'lON OF DAVIS .BACON ACT 

The 197.2 Revenne Sha • · . 
tlhanics employed by oont~!C:r P~es that &l:lkborers and me­
of wotk on a.ny construction ro. su nt~tor.s m. the performance 

~~ a?Jd out o! .rev!uJ~a~Z~~ ~rrl!t or. more of 

~~~manyeJcl~i~~~:;~e:=~::nm A~t. tt~h'!s ~ 
bel nng ds among numerous const cti .oca~ th61r revenue 

oyv the 2~ percent threshold ru on ,Pro~ects m order to stay 
t~e ~~ of this provision. Th~ ~?m:~f!'Ject 1n an e1fort to bypass 
~~~_!Aless than .25 pe:reent" exemptioln threcommb ends the deletion 
.......:wu11 ot OOYerage to all 1 ere ~ exten~ Da • 
from the revenue sha · construction ProJects financed with V1S 
~aeon wage standardsru:! ~::-.The hi!l does n!>t extend ~~ 
m. any part w}th l'e'tenue sharing fu!.<>J!. proJects which are not .financed 
t' Tliel ~ttee wes also concerned tlmt . . 1~avoJCiing the Davis Bacon provision ~!~I~ts were etFec­
on r ~nunent P_llyroll la-borers d UJ. ~ranly employing 
oonstru~ton projects. The 1972 ro . ~ mec~&Jncs worliing on these 
mechanics employed by contracJrs =:zdo~pl~es only to laliOrers and 
recommends that the I> . "'uU\lUn.t.ractors. The 00 • ttee 
deleted, thereby~ etltnce to ~o,ntractors and subcon~ be 
employed on 00 .. .,. __ ..,.!11 e P;l'OVISion to all Iaboiers and mA-L--· 

uaw-uONIOn Pl'O)ects financed Wl'th ~1C8 
revenue sharing 
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fund& The committee provision makes cleu, however, that it does not 
intend this provision to extend to permanent, full-time employees 
of the St.te or local govel'D.IMD.t. 

H. HODJI!RNlZATION OJ' GOVERN MENT 

Mally of the problems experienced by large numbers of local govern­
ments arise because the boundaries or flmct.inus of that ~vemment 
remain static while the ocmstitueaoy it serves fluctuates. One of the 
criticisms leveled at the revenue shAri~ program is that these funds 
tend to perpetuate ineffective and inefficient units of local ~vemment. 
Local governmental units should be periodically adjusted to reflect 
changing population and economic patterns. 

The bill reported by the committee creates a new section of the Act 
intended to encourage the modernization and revitalization of State 
&nd local governments. It establishes as a. goal that each State govern­
ment shoUld ~repare a plan and time-table for modernizing and re­
vitalizing the State and local gowrnments. The Sta.tes are not requited 
to prepare and implement this plan; but, each State is required to 
submit to the Secretary of the Treasury an annual report describing 
steps taken to achieve the goal. ~ is required to report annually 
to the Congress on the progress made by each State in the development 
and implementation of the State's plan and time-table. 

To assist the States in achievil!g the ~al of the bUI. the provision 
contains a broad series of nonexclusive criteria for the State to use if 
it chooses in the development of the State plan. It is su~ that 
the j>lan include proposals for im~roving the eftectiveness and econotny 
of State and local governments, the steps necessa!'Y to eBectuate those 
pro~ and a tune-table for eftectuat~· eacl:i pro~ within a 
reasonable period. The States are encoura to reduce the number of 
limited-function ,aoV8I'JUilelltB and specia districts and to increase 
broad participation of the general public in the decision-making 

P~commitWe emphasizes that this.provision is not mandatory, with 
the exception of the annual ~rt of the State to the Secretary de­
scribing &By steps tHen to achieve the goal set forth. The committee 
further points out that this provision contains no pena.lties1or failure 
to eomply. · 

VI. STATDDNT Pmrsu.ANT TO Cuun 2(1)(3)(A) oP RTJLl!lXI 

The House Committee on Government O~tions conducted exten­
sive hearings and investiaations into the per.fonnanoe of the State and 
Local Fiselil Assistance Act of 1972. These activities did not l'e8Ult in 
any specific oversight findings but rather in the legislation that is the 
mbject of this repc;rt. 

vn. STA'.l'DOINT PuutrANT TO Cu.UBII 2(1)(4) oP RULE XI 

The enactment of this bill into law is not expeoted to have any infla­
tionary impact on prices or costs in the operation of the national 
economy. 
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VIn. 8T.&ftM:mrr Pmanr.&tft n... 
TO vLA'UB!l T(a) OP .Bt7u XIII 

( 1) The committee est· at tha 
result in the following co:;,~ t the enaotment of H.R. 1386'1 ;will 
l'bcal7ear 

1978------
1977 --- =:.:::;£-,-, -:.;:--d:1]i:;:"':4ir'1 ,~,~.-6':"',~.,..,1!-·;- No 0011:11 
1978 .......,._.t:. ,; I I :u._,.:. _ __:..:._ • - "· 991, 083, 000 
1979 -·---- ---------- 6, 654, 780 000 
1880 ---------- ...... i I oL 8, 6G4, 181)' 000 
1981 • ' = . ..,....... . F. I Ji i I,, •Jtl h ...... 8,664, 780:000 

(il, N'o ~enr I i ' . . I .. 0 Not appllcable 

~ve:_ in H.R. taa:F~Y th:S =~~~~CC::: 
1\!':.r~r!:"'Allf'l' TO 880'1'101r .308(a) OF THE 0o!f X 

t<tHa>cB> oFn~unlQNT eolmKlL Acr OF 1974 ~0: 
(1} li.B. 18367 provides $4.991 billi · . 

elltitle.tnent authonty for the revenue J:! 1!1 FISC&} Year 1911 as new 
cent concurrent resolution on the b if,_,.rll)g PI"!>gram. The most re-
f1:!raltbe ~ $7.35. billion for ~dt;; ~~ tiscal Y~Sharinr 1~77 sets 

"''"~ Assxsta.nce. The 302(a\ ' venue g and, 
con.current n!SOlution allocates $4.880 bilu re~rt aooom.,Panying the 
entitlement authority to the House Goverm:n :no~on 8~ new 
tee. Hence, H.R. 13367 provides a · en 'J>er&tions Commit­
el;ltitlement authority for the ref~rox=~y $111 mill.i,on more new 
nded for in the most t ue ~.Program than is pl'0-

(2) The Congressio~uCDm: resol.ution on the budget. 
that the 4ve-year projeetion ol' outla,. .:m~rm~ the Committee 
as follows: v- wxth H.R. 18367 is 
Fiscal 7Mr: o.,... 

1977 -- ------- - -- .IHIHOM 
1978 ----- ---- --- -= :::: :::---- ---------------- - ~823 
l9'l9 = ---- e. 6110 
1880 = : 4 e. 6110 
1981 1•: p ft htif• )' ;: ;"'; === e. 6ISO 

The entitlemant for the last rte f L 888 
the first five days of the folio~ ~ an)J ~year is paid within 
titlements for th!"ee quarters of ~ r. .a. 1336'1 &llthorizee en­
fiscal year 1978, fiscai year 1979 and Q 1917, and four quarten of 
.6soal year 19'17 are less than ~ entitlem~ear 1980. The outlays for 
payment, and the last quarter's .P&i........,.,.,. fo ~!',unt by one quarter's 
fisCal ~ 198L <T- r UIRliU year 1980 OCCUI"B in 

'(8) The Congressional Budget Oftice has· 
that all new bu~ authority and budget ~oftlled tbe committee 
1336'1 would be for financial assistance to 8 .. ~~- ~d. m&n

1
ocaldated by H.R. 

-an IOvermnents. 
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X. 8TA'l'BJO\ln' StJl"'''DD BY ColrGQ88ION.&L BtJDGm OJono. Ptrat7Aln' 
TO Sl!'DI'ION 403 oF Till!: CoxODIIIolJ.u. BunoEr Am oF 19'74 m Cow­
.PORXANCE WITH Cl.&tJD 2(1) (8) (c) RULE XI 

Col!f'Gil!BI 01' THII UNITED SrA~ 
Col!f'cm.1810l!f'AL BUOOII'l' 0DI0111, 

. W&t~ D.O., Nt~y 14,1976. 
Hon. J A ex Baooa, . • 
0~ 0~ tm GH~ 0~, U.S. HOtUe "/ R'fl­
~, W•iington,D.O. 

l>u.R )t{a. 0a•Dt¥•N: Pursuant to Section 403 of the Congressional 
Bud8t Aet of 19'74-, the ~~ona.l Budaet Office has prepared the 
attae"'hed cost estimate for H.R. 13367, a bill to enend and amend the 
State and Local Fiscal .Assistance Aet of 1972. 

Should the CoJJUJrittee so desire, we would be pleased to provide 
further details on the attached cost estimate. 

Sineerely, 

Attachment. 

J.&10'..8 L. BLlT¥' 
(For Alice M. Rivlin, Dinctor), 

CoNGU88ION.&L Bunolft' 0FnCJ: 

COST ES'l'IKATE 

1. Bill number: H.R.18867. 
2. Bill title: Fiscal Asaiat&noe Amendments of 1976. 
8. Purpose of bill: This bill ez:tends and amends the State and Local 

Fiscal .Assistance Act of 19'12. Funds for the aansrai revenue sharing 
program are provided for the period from T anuary 1, 1977 through 
September 80, 1980. 

4. Cost estimate: (Fiscal yeam, in thousands of dollars). 

19771 1171 1!179 

6,654, 780 
&,650,000 

1980 1811 

G. Basis for estimate: The bill contains explicit dollar amounts for 
general revenue sharing payments for the periods, January through 
September 1977, FY 1978, FY 19'19, and FY 1980. In the past the 
spendout pattern has been that the allotment for the last quarter of any 
fiscalb is paid within the first five days of the first quarter of the 
next 1 vear. ~uently, the outlays for FY 77 are less than 
the budget· authority by one quarter's payment, and there is a one 
quarter's payment in FY 81 after the program has expired. 
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Subtitle D of the bill f.arnts 

million &nnua.lly in FY ld78 tf112.5 h million in FY 1977 and $150 
The CBO estimate assumes tha roug FY 1980 to pove.rtr areas 
the same spendout pattern as J~!::t~a~ from this program follo~ 
program. SubtitleD also contains 0 ~eral revenue sharing 
ap~ropriate an unspecified amount oi'!Idi!for~ation for C.on~ss to 
~ ~e terms of this program for po~ funds !or distri'bution 
of the ~n:b'~;obe tJ;ris authdorization, !lO :!h: ~madis no 

There is also ~.u • ?JlCUrre under this au~ e 
amount. F th a proVISlon for a non-contigu. state 
mii_Iion, andfor ~~u:- quartei'B of FY 1D77,o:e amoU::~ent 
:r'his money is available ~~yea!'&, th~!lmount is $4.78 m~ 
~ upon the formula the use and Haw~ to dz:aw ~on, depend. 
the past, they generally ha;e used. to determine thel.l' allocations In 
3;~~ to rece~ve additional amounts a t:,::l:; whic]l does ~ot pe~it 6 ~will be no. future outlays from~ ~orl It 1s aasumed. 

7' Pre • te co{fa.n~n: Not appUcable. au o ty. e: EstJ:a';! C~ estunat:e : Not applicable. . 
9 P~-- p Pared~: Roger M: Winsbv coo~ .... 78) 
• .&.:HM~UIJ&te approved by: "' ~ • 

A • · JAJ~J~~ L. BliOX 
INttmt Da1W1tor /0'1' Bvtlg-'A~.U. 

8Mit»J.J XI. s..o.~ .b.&LYB18 

This Act is cited as the Fiscal A~--
8~~ ~wwee Amendments of 1976. 

~ ~ion states that the term "the .A " 
approvecf~stance Act of 1972 (Titl~ I ~P:b~ tt_ State and 
8 . 20, 1972). c w 92-IS12, 
~~&ID..-t-~,_z;, 
(a) TJUs aacti F .c~ .. , c/epMd~(J~ 

AsSiBtanae .Act oflm~~~~!f:!tie A o~ the State _and LocaJ Fiscal 
governments to spend their ~ Section 103 which ~uirea local 
Act for certain "priority ~tiOIUI of funds received under this 
governments would 110 lo e~ tures". Under this amendment JocaJ 
for( tan) 7 of ~e follow~· prlfrlty ca~~p~ to spend their allocations 

ordinary and ":"5unes. 
for: n ry main~nance and OnArat' 

~- mg expense& 
an~1!Jd~bli~ety (inclu<finaolaw enforcement, fire . 

(B) In¥ enforcement}~ Protection, 
sanitati envtronmental protectihn ~inoln:d; .. _ 

(C) on L&fld pollution abatement ~ sewage disposal, 
puuuc t~rtation (' 'ding l[ ~-=· m • -.nt ..,_. and 

lG ~nee, 
(H fl:~~~r:!;rthe _poor or apd, and 

(2) ordina.ryandn~~1~and . 
This amendment would grant 1~1 ezpenditures a~~orized b)' law. 

government recipients of funds 
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under thia Act the same treatment as that accorded State ~ve:rmnents 
which; under the exiSting leaisJation, are not subject to the ttquil'e­
ments set forth in Section 103. 

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

Patagraph (8) of Section 123(a) impodee a penalt.I upon any local 
~vemment for failure to give assurances to the ~ of the 
'.l'rea8Ury that it will use amounts deposited in its trust fund (includ­
ing interest earned thereon) during an entitlement J!&riod only for 
the priority expenditures enumerated in Section 103(a) ·of the Act. 
Under this ~nalty, 110 percent of any amount expended out of a 100&1 
governments trust fund in violation of paragraph (3) of Section 123 
(a) must be paid to the Secna.ry of the Treasury unless oorrective 
action is ~ by the govel1lment in question, which amount shall 
then be depoSited in the geneml fund of the U.S. TreaSuey. This sub­
section represeuts a conforming amendment to eliminate this penalty 
proviaiqn. 

S6Ction 4-Elirlfi~ fJ/ ~on U11e qf FtWlfll For Ma,tch-
Mg 

(J) This subsection ttt.rikes out Section 104: whi~hJ"bita State 
and local governments from using any part of the they receive 
under the Act, directly or indireetly, to match Fedenl g'I'Ults ftlteived 
under other programs. 

(b) Section lOC: (b) authorizes repayment, or the wiu.holding by 
the Secretary of the~ from State or local units of governmant, 
of amounts equal to those used in violation of Section 104 (after 
notice and <?Pportunity for a h~ is ~ted to the government in 
question). Subsection (b) 1of Section 4 of the bill is a conforming 
amendment to strike ld4:(~) from Section 143(a) of the Act which. 
gives State and looa.Lgowmments, after having received notice of 
Withholding of PkYII!ert!s by the Secretary of the Treasury, the ns,~: 
to fl.le with. a U.S. Court of A~ ~titioiting for review of · 
action by the Secretary of the ry. Since SeCtion 104: is stricbn 
from this legislation, there is no onger any need for this provision. 
8~6--.A~ t~/ tM TtWeFvwJ 0()111,()6pt 

Amendments made by Section 6 of the bill delete the con• of a 
State and Local Fito&l Assistance Trust Fund for the Act. The Trust 
Fund conoept is unnece~~S&ry and superfluous to the Act and creates 
the impl'ellSlon that revenue aharin,i funds are somehow segregated 
from other funds in the T~. Tlie elimination of references to the 
T~ Fund does not aft'ect the operation of the program. 
Section 6: 

(a) E.,f.6MWn of hofi'I'Om atttl Buw!Mtg. 
~ion lOiS of the Act provided $30.2 billion in pennanent appro· 

pnabons to the State a.nd Local Government Fiscal Assistance Trust 
Fund for payments to State and local govemments ~~the 1ift­
year initial life of the program from January 1, 1972 ~Decem· 
~r.81,,1976. Section 6(a) amends Section 105 to authori.Jle esK.965 
bilhon m ap~rop.riations to finllnce a 8% years extensi01t of this pro­
gram as a.n entitlement" pro,rn.m. The extension runs from J anu­
aey 1, 1977 to Septembelt 30, 1980. 

Sube;eetion (c) of Section lOiS is redesignated (d). This subsection 
authonzes that transfers be made from time to time by the Secretary 
of ,the Treasury to the general fund of the Treasury any funds appro­
pnated which he determines will not be needed to make payments 
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to State governments and units f I 1 
sharing progra~. . 0 oca government under the revenue 

A new subsect10n (c) 18 inserted fte bsec • 
which is designated "Authorizat· a fsA hoi! (b) of Seetion 105 
ments". This new subsection con::: ili !)[op~aitons fo~ E!ltiUe. 
amounts to be appro riated s . e 0 owmg authoriZation of 
and local government~ during~hPI_Sayexetntit~emen~ tdo qualifying State 

ens10n per10 : 

A uthorieationiJ of a,ppropriation8f0'1' entitle~nt8 
In General: 

For the period ......,n in J 1977 ..,_, n g an. 1, 1977 and ending Sept. 30 

For eaci-~-th;-ti;;&i";;;.-;;tt;eit-~~i-O"c"t:-1197--7-·;::.,-::.-~ $4, 987, 500, ooo 
1978 a.nd Oct. 1, 1979 ~ 650 ()()() 000 ' ' ~ 1. 
Subtotal 

' ' ' ---------------------- 19, 950, 000, 000 

---------------~ ------------ ------------------ 24, 987,500,000 
on;'c!!.tl::';!~~~us:ment amounts (.Alaska and Hawaii)~ 

1977 .._.nn ng J'an. 1, 1977 and ending Sept. 80 

F~~::<!:'~e~~ififl~~~~-Od-i;jB77:-oet:-i. 
, ' , ---:----------------------

Subtotal noncon.ttguous States adjustment amounts _____ _ 

Total authorization of ap ri t1 

8, 585,000 

14,840,000 

17,925,000 

Jan. 1, 1977, through se:~~ 819~gs for the period trom 
Subsection ( c )(1 )(B) ta" ' ----:-~------------- 24, 955, 425, 000 

to section I5 of the bill coh. hns a proVIsion tO conform. this section 
forming exception provid; ~hat c~eates a ne": subtitle D. The con­
under subsection (c) (I) (B) · ums authonzed as an entitlement 
section 163(a) (I) or (2 ) ah If hex~ ?f the amount specified in­
an entitlement. This will res~lt . e tt;trd?u~ U?der subtitle · D as 

fi~l:~. $24,955,425,000 being avallablee fo~tili;~ib~ti~~ ~!a':~~~~~ 
Section 6(b) amends s t" 10 . 

follows: ec lon 5, "Allocat10n Among States" as 

am~:d!fe::&~ {1), (2), and (3) of Sec~ion 6(b) are confonnin 
be distributed =t\~:!e~~o~fts authorized by subsection (a) wi~ 
provides that distribution will be ~= and ~ocal governments and 
no~ o~ the amount ap ro riated Th. on t .e a!llou:r;tts authorized, 
pria

1
tdi()ns must equal a~th~riz~ti~ns. As~~r!h 'Im~~i! that appro­

wou appear to be spendi th .ty . . e en ment system 
401c 2(c) of the Con ~go aul Bond Withm the meaning of Section s t" 6 (b gresslona u g-et Act of 1974 
pa~;.~~s (M 4!;;e/7~s Section 107 (b) of the Act by redesignating 
and by insertiD.Jl a new :: paragraphs (7) and _(8) respectively, 
speciaJ ntle wh1'ch lpa ~trahph (6) whiCh contams the following 

· apn Jes to t e first nine th f th . period (January 1 I977 thro h S tembe mon s o e extensiOn 
TTnder Sf'>dion I07 (b) " S nJl ep .r 30, 1977) : 

cable to it for an ~ntitlem:nt t;~~i:;dabe re.cet~e thf fu)] amount allo­
only if it distributes as much to its 1 ~mnmg a ter ~une 30, 1973 
gate from its own sources on th oca govde~ments m the aggre-

' e average unng that entitlement 
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period and immediately preceding entitlement period as it did in 
fiscal year 1972." i With respect to the nine-month entitlement period 
beginning January 1, 1977, the aggregate amount taken into account 
for the preceding entitlement period and for the fiscal year 1972 
shall be three-fourths of the amounts which (except for this para­
graph) would be taken into account. 

SOOtion 6(b) (5) amends Section 108(b) (6) (D) of the Act to reduce 
the $200 de minimis provisions to $150 fot a nine-month entitlement 
period. Under the I972 Act a local government below the level of 
county government must be entitled to receive a minimum of $200 
during a one-year entitlement period in order to receive funds under 
this Act. In those instances wfiere a local government's allocation is 
less than this amount, its allotment is added to that of the county 
government in the county area in which the local government is 
located. This amendment simply reduces proportionately the amount 
imposed by the de minimi8 rule for a shorter ent itlement period. 

Section 6(b) (6) amends Section 108(c) (1) (C) whtch permits a 
State to adopt an alternative formula for distribution of these funds 
among county areas and among other local g-overning units (other than 
oounty governments) within the State. The current law permits a 
State to change the Act's basic formula only once during the five-year 
life of the program. This amendment simply extends this provision to 
the end of the proposed extension period (September 30, 1980). 

Section 6(b) (7) amends Section 141 (b) of the Act which defines 
entitlement periOds to add the following new entitlement periods : for 
the period from January 1, 1977 through September 30, 1977 and for 
each of the fiscal years beginning October 1, 1977, October 1, 1978 and 
October 1, I979. 
Section 7.-Maintena'lwe of Effort,- 0/w,nge ()/Base Y ear 

Section 7(a) (1) amends Section I07(b) (1) of the Act to extend 
applicabilit~ of the provision which authorizes a reduction in -a State 
governments allotment which fails to maintain transfers out of its 
own sources to local governments within its boundary to entitlement 
periods which begin on or after January 1, 1977. Under the existing 
law this provision applies to entitlement periods which begin on or 
after J ·anuary 1, I973. 

Section 7(a) (2) strikes out clause B of Section 107(b) (1) and 
inserts a new clause which changes the base year which is used to deter­
mine whether a State government has failed to comply with the 
maintenance-of-effort provision. The new clause B substitutes the 
fiscal year I976, or the most recent one-year period for w.hich similar 
aggregate amounts are availaible, for the base year of fiscal year 1972 
which is g:!.ven in the present Act. 

(b) Th,i.s provision amends Section 107(1;>) (2) which permits an 
adJustment to be made in the amount which a State must transfer to 
its looa.l governments in those instances where a State assumes respon­
sibility for a part or all of a category of expenditure which, prior to 
July 1, I972, was carried on by its local governments. This amendment 

1 U.S. Conlfl'e.L Joint Commltee on Internal Revenue Tant1on. General explanaUon ot 
the State and Local Fiscal Aalliatance Act and the Federal-State Tax Collection Act ot 1972 
(H.R. 14370, 92d Conlfl'eU, Public Law 92-1112). Washington, U.S. Govt. Print. Olf., Febru­
ary 12, 1973, p. 29. 



1Vonld cha.n- th .._ __ 
th -:-e" e uase year referred to in this · 
the abmendnient o1Pered in Section ?'(a) (2) f ~~ph to eoJiform to 

e ase year from the fiscal 0 !s '6ill. (which ahq 
mOS: recent one-year period l;a;trJ.2 d~tathe fiscai_year 19'16, or~ 
Rectitm 8. D'.4....:4..!__ are &\'ailable) . ·-:- ... ,_,.'1071 ofllnit of Looa!, (}, • 

This aection amends Seeti ~ 
!'f f::J government which ~~~~~ dJ (.l .) of the Au to redefine units :C shie. the f!'~ng: the gover.ome.nO: tf'YIDentiJ under !'Jl:is .Act to 

wn P which lS a unit of 1 a couut~, m~ality or 
thFe Brthureau of the Censua for~ ~~~malnt (as determined by 

a ermore, such local e- DWM<&GWC8 pul'poees) 
~menta lrith J._'eSpect to ~:Urmnents must meet the foi.Jo · 

ing~f:el~:77:~eaatl0~~~~~~~~,:; 
assessment) ~ ~=:: :wolllisf;ration and force(~ 'f: each of two of an:y of the l, fiscal year, -!Dust~"" ~zed 

0~· Exempt from t.Jus pro · · ourteen public serncee enumerat d stantiaJJ, _. VlSlon are govel'lllllen"-• . . e 
Furth " pee .1.0nn four or more of such . I4N umte which sub. 
inte e:rmore, such local governments m ser:nces for their citizens. 
su~ijrmne1 ntai transfer P&YlDents whi': mlpcJeetilized. toes or JleCej-pe 

. " performance of at least t are u by them for 
~gonee., F~r purposes of this J .. ..: .. ~~~ of the fotu"teen public service 81 ered to be 1mposmg taxes e ""?>--.ao~ a aovernmentaJ unit is 

:rt~~~:~rom th~~;,;hi:,:!~ anC::; 
The fourteen public~- to that l~al government. by that 

are as foll!'ws: rnce ~nee enumerated in this section 
( ~ police protection· 

l tl
courte and coneciiona. 
re Protection · ' 

D health serviees ~ 
, E social services for the 
'(GP publie recreation. poor or aged; 
(~ public libra · ' ( • nes 
(I) se~ or land use planntag. 
( J) soJ"d~ disposal or ~r supp],. fir ' waste disposa} • " ' 
(I 

:) pollution abatemtmi· 
JJ roadorM~ ~ 

{M) mass h.--...~ don and DlainteDauoe· 
(N) edueati;,;:"'pvruwon; an ' 

• This Beetion COilt;-n th . 
Its de1initi u• 88 e practice of 8..;.,;,.._1& • • 
an Indian o~ ·b! local_ government, the ~ w ~'f!~uding in 
para phs n or Ala8kan native vil1 (I gove&~~ body of 

of ~~1~~) (!~'~ig>(1(8) (C) a.:f(n):f!~f:nll(b) a:J 
ernmentaJ fUnctions 08)) which perfonns substantial 

Omitted from thi~ deliniti • gov-
ernment w.hich currently receion,:~~le-apurpose units of local --

. .lWIWS un er the Act. e-· 
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KODERNIZATION--EIBCTION' BY SEOTION' 

Sectitm 9-TAM ~ adda a new 86Ctitm 1SO to Subtitk B of TUZ.l 
of t'M .ACJt 

Section 1201 entitled "Modernization of Government" ~each 
state to submit to the Secretary of the Treasury an annual report de­
scribing steps the state has t&lien to achitwe the goal of this section. 
'!'he PI is that each state develop a master plan and timetable for 
mod~ and revitaliziDg state and local governments. 
If the governor of the stat. prepares a proposed master plan and 

timetable he must allow 120 days for comment to elapse before su~ 
mitting the final :masterettlan to the state leaislature. The state 1~ 
lature must decide wh r or not the fin&[ plan and timetable Will 
be submitted to the Secretary of the Treasury. A proposed muter plaB 
and timetable is not requinCl nor is the submission ol the final pla.n or 
timetable to the Secret&ry req_uired. The Secretary must only receive 
re~~ on the steps taken to develop the l>lan a.nd timetable. 

Sectiool20 contains a listing of broad criteria which D;l&y be utilized 
by the state in develop~ the contents of the pla.n and timetable if the 
state so desires. The Section also contains a liSting of~ meth­
ods the state may desire to utilize in discusaing tb.8 effectiveness, econ· 
om~d equity of the state and local government in the maste~ pla.n. 

·on 120 requires the Secretary of the Treasucy to annualry re­
port to Congreas on the progress made bv each state in developing and 
1mplem.en~ a m.aster plari and timetable and make recommendations 
oonoerning tlie encouragement of each state to develop a master plan 
and timetable. 
S6Ction 10-Cilli8M&. P~; Re~: 
S6Ction 10(a) 

This subaection amends Section 121 of the Act in its enti~. 
Provisions contained in this section would impose new requirements 

on recipient governments in reporting to their constituents propo!ed 
or actual uses of funds received under this Act. 

The propoeed use (designated planned use in the 1972 Act) and the 
actuaJ use report provisions are reveraed in their order of p:reaentatioo 
in this section and contain the followin_g req~ents: 

(a) Re~rta on Proposed Use of Funds-State and local govem­
IIIUlfa which expect to receive funds under this Act are required to IRl~ 
mit proposed use re~rts to the Secretary of the TreasurY for entitle­
ment periods which~ on or after J"anuary 1, H77. The contents 
of such re~rts are pP&D.ded by the following provisions: (1) Govenl­
ments which ~ to receive funds must not only ~ how they 
upect to spend their allotments, but they must alsO provide compara­
tive data on the use made of the funds received during the two im­
m~tely preceding entitlement~ (2) Sucll reports must also 
iludget.. ( 3) Furthermore, they must a1so indicate whether the pro­
PO!*l use will be spent for a new aenvity, to expand or continue an 
~activity, or for tax stabilization or reduction. 

(\Vr ~rte on Use of Fund&-This amended subsection also ex­
pandS the contents of actual use reports which must be submitted by 
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~pie.nt gove~ts to the 8aeretary of the 'I.'reasuey in the follow­
mg wa:y:s: (1) Recipient governments are l'equired to make sueh report& 
~:vailaole to ~e public fo~ inspection and reproduction. (2) In addi­
tion to repo_rting how th61r allot.mmrta have been spent or obligated, 
~y must also. report howche have been appropriated by the recip-
Ient. (3). As '!Ith the pro use report., the:y are required to show 
the. ~onahip of thea& ds to the relevant functional items in the 
~1p1ent government's budget. ( 4:) Furthermore, they must explain all 
di11'erenoea between how they h&d proposed to use the funds and how 
they were ~ally !JP611t d~ an en~tl~t period. 

(c) Public Heanngs Reqwred-This 1s a new subeeetion which is 
designed ~ assure that citizens will have a greater input in decision­
makmg w1th ~to uses made of these fUnds by recipient govern­
I!lent;s. It ~uirel State and local g'!)vernment recipients, J)rior to pu~ 
hcation of proposed use~ and prior to adoption of their bu~ 
to hold the folio~ heariDas: 

(1) PrM'efJ(Jrl hiaritag.--.cb State and local unit of government 
which ~fa to receive funds under this Act is~ with reepeet 
to entitlement periods which~ on or after January1 1977 and 
a~r adeq~ate J?~blic notice is gi~ to hold at least one pm;lie h.ring 
du~ ~eh c1~ns are ~ be giVen a:p. opportunity to make recom­
mend&t:ions ~ poes1ble uses lrhlch may be made of their gov­
ernment's allotment of these funds. Such a h~ must be held at 
least se':~ calendar .~YB ~!ore submiS!!ion of th~ proposed use report. 
An. addt~ llroV181o~ 18 mserted which penmts governing umts to 
"!J'lVe thiS ~ent, m whole or m part, in accordance with regula.­
b~ p~n!led ~the ~retary of the Treasury if the cost of such a 
h9!Lnng ~ ~gh J.J?- relation to the amount of :fUnds it receives. Thue 
t~ prov1~1on wtu!es this requirement for those governmental unite 
wh1ch receive relatively small amounts under this legislation. 

(2) PN'bvdget AMrin.g.-Reeipient governments, with respect to 
en~itlem61lt periods which begin on or after January 1 1977 are re­
qmred to hold ~t least one public hearing during which their' citizens 
may. present wntten or oral comments and may submit queetiO!ls oon­
ce~g t~e proposed use of funds received under this Act and the 
relat1oillhJp of such funds to the entire budget of the recipient gov­
ernment. Such hearings must be held not less than seven calendar days 
before adoptio~ of th~ budpt. It is required that they be held at a 
~l~ce ft;Dd at a time which would encourage public attendance and par­
tlctpatlon. 

(8) Wa.iver-Provision is made for the waivet of :P,aragraph (1) 
or _(2) in certain c.ases where compliance would be prohibitively costly 
or mcompatible w1th local law. 

(d) Notification and Publicity of Public Hearings; Access to Budg· 
et SlM'ltnary and Proposed and Actual Use Reports-This subsection 
expands the provisions of Section 121(c) of the existing Jaw which 
sets forth ~uirements for newspaper :publication and publici~ of 
plannM and actual use reJ!<!Its. Under this amending I~tion State 
and local governments which~ to receive funds under the Act are 
~bjeoct ~ the following requirements with respect to entitlement pe. 
nods whteh ~on or after January!, 1977: 
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(.4,) Thirt;r ciap btdore ~_pre-budaet •rp.g authorized in au.b­
seeiian ! c) (2), they must publi.eh in ~t Jeast one newspaper of general 
circulation, the proposed use report which is required under sul:i8eetion 
{a) along with a summation o£their proposed nudget and notification 
of the time and place where the pre-bU~ hearil!g will be held. They 
must also make a vail able for ins~on and reproduction by the public, 
copies of the propqsed use report, the narrative summar:y explaining 
the pro~d bud_get,. and a. copy of the government's official bud~et 
document. Provision is also made that the ~ents for J>UblicatlOn 
of the proposed use reports and the narrative summaries may be 
waived m whole or part, in accordance with regulations of the secre. 
tary of the~ where the publication costs would be burdensome 
in relation to the amount of funds • State or local unit of government 
would receive, or where such publication is other1rise imp~cal or 
not feasible. Such documents are to be made available at principal 
State and local government oftloea or at public libraries. 

(B) Within SO days after adoption of its budget, S tate and local 
recipient governments are ~uifed to publish co~icuously in at 
least one newspaper of general circulation an explanation of ita official 
budget, including changes made from the proJ>oee<! budat and the 
relationship of the use of funds under this Act to the refevant func­
tional items in such bu~et. It is also required that this summary shall 
be made available for mspection and reproduction by the public at 
prineiJ>al State and local offices or at public libraries. 

( e} This is a new SU'beection which requires that copies of the pro­
poSed use and actual use reports filed with the Seereta!'Y of the Treas­
ury by recipient governments shall be furnished by tlie Secretary of 
the Treasury to tlie Governor of the State in which the unit of govern­
ment is located. Such reports are to be in such manner or form as the 
Secreta_r_y of the Treasury may prescribe by regulation. 

(f) This is a new subSection requi~ that the proposed use report 
be liled with the area-wide organization m the metropolitan area which 
is fonnally charged with carrying out the provisions of seetion 204 of 
the Demonstration Cities and Metropolitan Development Act of 1966, 
section 4:01 of the Intergovernmental Cooperation Act of 1968, or 
Section 802 of the Housing and Community Development Act of 1914:. 
S~JO(b) 

Thie nbeection &Jnends Section 123 of the Act by t.ddi.Nr at the 
end, the following new subsection (d) which authorizes the Siaret&ry 
of the Treasury to include in his annual report SU'bmitted to Congress 
on the implementation and 1\dmi.nistration of the Act a comprehensive 
and detailed analysis of the following: 

(d) (1) Measures taken to comply with Section 122, the nondis­
erimmation provision, includi~ a description of the nature and the 
extent of any nonooJilpliance and the status of all J>8Ilding complaints; 

(i} The extent to which citizens have become mvol"Yed in decision­
making with ___,.. to use of funds made available to recipient 
juriediCtions ; ....... r"'v 

• (8) The utMt to which reeipient jurisdictions have complied with 
Section 128, including a dfiBCl'ipt;ion of the nature and extent of any 
noncompliance and of measures taken to ensure the lnclepehd.ence 
of audit. conducted pursuant to subeeetion (c) ; 
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( 4) The m&mler in which the funds distributed have been 1l8ed, 
inclu~ ~e net fiscal imp~ if any, in reci,Pient jurisdictions· 

(~) Significant problems which have arisen m the administrati~n of 
the Act and pro~Is. tc? remedy ~ch problems thro!Jgh legislation. 

A further.proviSion 18 mserted which would amend Section lOlS (a) 
(2) ~ provtde ~at the date when the Secretary of the Treasury is 
reqwred to submt an annual report to Congress on the operation of the 
trust fund and on other aspects of this program is changed from 
March 1 to January 1~ of each year. 
B«!Wm/.1-Ntlftfl._,.~iM/fJtWfltMt 
Section 11 (a) 

~ ~o~ amends Section 122 of the Act in its entiretJ. 
• This B1~ proVIdes that no _person is to be excluded from p&l'ticipation 
m, be derued the ~~fits of, or.~ subjected to ctiscrimi.Dation under 
any pro~ or actiVI~ of a ~lP}ent government on the basis of race, 
colOr, religi~~' ,sex, na~onal. o~g~, &$8, or handicapped status. 

The _p~ohibttion ,agamst dl8Cnmmation is streQj[thened in five major 
ways. First, the Bill requires that all activities ol a recipient govern­
m~nt be free from diecriinination, not only activities which are funded 
1fit:h. shared revenue. However, this provision does not apply if a 
recipl81lt go'!e~tcan.Prove, bai~clear and convincing evidence," 
that the actiVIties &Ueged to be riminatocy are not funded b 
aha~ ~yenues.. ~~ ~ the prohibition is enlara'ed to incluZ 
a proh~bition.o!discrimin&tion based on ~on,~ ana handicapped 
status~ addition to race, color, national or1~ and sex in the present 
Act. ~, the ~ of the Treasury IS directed to take certain 
steps, which may result m. the suspension or termination of payments 
to en~orce the nondiscrimination provisions. Fourth, the filinK of ~ 
Ia~~ by ~ ~t~rn~y General alleain.a- a pattern or practice of 
p~blted discrlDll.n8:tion can resuJt m the suspension of Revemle 
Sharing _payment-a. F~h, the Secretary of the Treasury is required 
to en.te~ .tnto ~rati!e ~ei)UJ Wlth federal and state agencies 
pronding for the coordmation and the sharing of civil rights pe1'80nnel and resources. 

The Secretary must aend out noncompliance notices after any 
Federal or State. C?Urt or Federal or State administrative agency has 
f?und that a l'eClplent government has enpa-ed in a JMtteni or prac­
tice of pro~ibiting ~~ion. In oroer for a Federal or ~tate 
~~cy fin.ding to tngger notice by the Seoretaey; the agency must 
nave proVI.ded ,the respondent ~th adequate notice and opportunity 
fo.r !Jo hea_nng_ m accordance Wlth comparable provisions of the Ad­
~ve Procedures Act. The noncompliance notice must be sent 
Wlthin ten da~ after publication of:. or receipt of notice of the court 
or agency fui~ of prohibited aiscrimination. ' 

A noncompliance notice must also be issued -.vhenever e. thorough 
~ in~on (which must include an opportunity for t.M 
recipient to make a submission of documents) leads to a determination 
of diaorimination. This notice must be sent within 10 daya after a 
Treasury determination of nObeOIDpUanee. 

A ninflty~y ·period. au~IJ!atically be¢ns to run from the dat. 
the noncompliance notice 1s ISSUed. At the end of that period, if 

neither voluntaq coJPpliance nor a complianoe ~~t have been 
&ehieved, or prehminacy relief has not been granted, entitlement pay­
menta to the recipient gQvernment are to be S11Spended. f d ..._ • 

The right to a preliminary hearing for the purpose o e~"~g 
th suspension of funds ap_phes to those cases where a noncomphance 
n~ was baaed u_pon • Treasury invesfiigation. In all other~' 
noncompliance notices are t~red only after courts and apnc1es 
have alieady affo~ed .th~ ~p1ent government an opportuntty for 
e. hearing on the disenmmabon charge. . 

The su.s_llension is effective for no longer than 120 dap, or If ~ 
is a compli~ce hearing, no ~r than. 30 days after the oonclU8lon 
of the hearinJ. The ~n will be !ifted and p&pD&Iltl resumed 
after the rec1pient juriSdictiou enters into a oomplianoe ~ent 

roved b the Secretary and the Attorney General or after the 
ap~ernment~ comes into full compl.iance ~t.h a final orde~ or judw.nent 
~ a federal or state court or is othel'W186 fo~d to ~ m compliance 
b such a court. However, in the case of compliance With a ~al order, 
~yments are not to be resumed unless ~e final order o~ ]Udgm~nt 
complied with addresses all matt6rs raised m the :RoncompliaUce notice 
issued b:y the Secretary. bta.in hea • 

The Bill allows the reci_pi~t gov~rnment to o . a ~ 
on the merit-a at anytime after 1t receives. the noncompliance. notice 
and before the end of the 210th da:y folloWing such not1ce. This co~­
pliance hearing_ must commence within 30. days after the ~est 18 
made and the Secretary must make a. ~~g 8;8 to wh~e~ ih~ ~ 
cipient is in compliance with the nondi!cnmm~1on proVJ!Don& Within 
80 days after the oonelwdon of the noncompliance ~· 

If the Secretary finds that the recipient is in oompli'::i any sus­
pended funds sh&ll be released and future payment. e. If the 
Secretary determines that the juriadiction is illOt in oompli~oe, 
Treasury is required to terminate the Jl&pnent of revenue Bhanng 
funds and to notify the Attorney .Gen~ m ~rder that the Attorney 
General may institute an appropnate c1vil act1o~. The ~ry may 
also seek repayment of revenue sha~ ~nds lf &ppr?pnate. 

The Secretaey must make a determmatlon of compliance or non­
complianee in an cases. If no oempliance hearing is bel«!, theee de­
terminations must be made by the 21~ day after the 188Dance of 
the noneomplia.Me notice. If the ft!O!Pi!SD.t ~rmnent has been 
aggrieved by the Sec~s. determmation that. government may 
seek judicial review of the · pU1'81lallt to Section 1~ of the Act. 

&venue sharing funds are to withheld upon the filing of a law­
suit by the Attorney G1meral all~ tha!' a _l'eC}ipient govm'JUilent 
has ~ in a pattern or. practice of. ~ry conduct o!l 
the ba8is of race, color, reliP.on, ~ natio~l of:.ihe ftl!t.or !'f£; 
capped status. A 4lS-day w&Iting ~ od begins a obtainte ~-:­
swt. ~ the 45--da~od, e1tbar party can PAIUWUl!oi'Y 
relief orderm~ the de of the 81JIPNision. Otberwisa; ~to be 
remaiu eftective until the court orden suspended paymeu ... 
released and further paynlents to be paid. • 

The Bill reqwres the Secretary to enter into cooperative ~enta 
with appropriate stat"At agapcies and with other federal &pDOle&. The 
agreement must provide for the sbving of civil righta enforcement 
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personnel and resources and require that the Atto~ General im­
Mediately notify the Seeretary of any lAwsuits ~ a pattern or 
practice of discrimination instituted against a reei}.iienl pve~t. 
SectiM 11(b) 

This aubeeotion adds a new seetion 124 and a new section 126 to 
Subtitle B of Title 1 of the Act. 

Section 114, entitled "Complaint& ud Com_plif.nce :Revie~" man­
dates the ~ of the Treua:rf te prom~ regulations estab­
lishing reasonable time limits withm wliich the Trelurary and cooper­
a!Jnc ~~ ~ust J.lei!POnd to a eotnP.lainant .U~g prohih~ 
diecnmJnation m a rempent government. The ~~ons must iao~ 
elude, but are not limited to, time limits for instituting an in~­
ption, makin_g. a determination of alle«ed discrimination &nd &dvi&­
mg the compl&inant of the status of tile complaint. The 'tegU}ationa 
must also establislr time limits within which the Secretary must con­
duet audits and reviews of the compliaace activities of tee!pient gov­
ernments. 

Beetion 12G-"Priv&te Civil Aetione" allows a court to gt'&!lt rea­
sonable attorney fees to a prev~ plaintiff in a lawsuit imforcing 
the Aet. The section. also alloW& tlie Attorney General to intel'\Tene 
in ILD! lawsuit of general public importance enforcing the Act and 
provides the United States Shall be entitled to the same relief as if it 
bad instituted the action. 
B•olitna 1J.-AV~littftg and~ 
s~ (a) is a oma.fo~ amendment to~ the language 

of section 128(a) (6) (A), which relatA!8 to the requirement that State 
and local governments, bt order to qualify for payme.nta under this 
~ use certain .fiacal, accoonti.ng and auditing prooeduree. Under 
this amendment the language is changed to cOnform with amend­bilerta whieh are made to SeCtion 128(o) under Section lO(b) of this 

' Subsection (b) amends Section 128( c) u follows: 
~1) /n gMiNZ.-This c'rision is the same as that provided in 

Bdion 128(c) (1) except it apeciflcally states that t1ie Seoretaey 
of the T!eainlr1 is authorized to accept an audit bl a State or local 
~t of .JOvermpen~ o! fonds tJ!ey l'eC8ive under this Aot if he deter­
~ tllat their audit procedures are reliable. Under the 1972 law 
only State goyernments are ~thorjsed to malm ~ audit of both 
State and loCal gov8rnment ex~ditures for submission to the See~:e­
t.Qy of the Treasury. Fttrthermote, under this amendmei:Ji, such audits 
a~ to be oonducted}n ~mplianoe with a new paragraph (2) rel&"ting 
to mdependent audits. · 

(2). ,1~ dUt.Ut.t.-TbJa new paragraph is i;nsel't4d. whieb 
authonzes the Seerett.rt o~ the .Treasury to promulnte no t.ter th$n 
Ma;rch 81,1971, ~atioi!B which reqUire S~te mtttloca.l govemment 
remplente to conduct an mdependent audit of their fina.nees during 
each~~ yea~~ Sueh regul~tions Bha11 also include a provision which 
penruta more mmJ_llified prOaedurea or leas ~uent audits for thoee 
governmental umts where the coat of such may be 1Dll'eUCIIl&bly 
burdensome in oomparlsoil to the amount of iillotment they receive. 
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These ~at¥J,ns shall provide further that such audit reports shall 
be made e.v..U~~oh\e to the publi~. . . . . 

(3) ComtptfrJ'lWI' G~ •'Mll ,. •• CMJ!1'Uance.-This proVlBlOD 
~ UJJolwnged ~pt that Us ie cbanfJed from ~h (9) to 
par&gnpll ( 3). 

8ECTION BY IEO'l'IOX-DAVIS BACON ACT 

8ut;i,on 1~ . . '-"' 
This section !lJIL8llds Sooti.on 123la) {6) of the Act m 1ts enth~ .. ,. •. 
The Bill' provides tha.t a recipien! ioveniment must: assure the 8~­

retary of tlie 'fie&sury that ·alllaboreTS and meeh~dl employed.m 
the ~rforrnance of work on any construction F_Oleet flna.rlced wtth 
shaied revenue will be paid W'&~ at rates not less than those pre­
'falling on similar construction pl'QjeetS in the locality in aceord.&noe 
with t.Oe Davis Baoon Act as anietnied, and that ~th respect to th~ 
labor standards, the Becretar1 of Labor shall aet m acoomanee wtth 
Reo~ion Plan Nmnbeied H of 1950 and Section 2 of the AdJ 
of June ts, 1934:, lf.S amended. . · d 

The Bill broa.d.ens the eove~ of the DaVlS Bacon Act to mclu e 
construction protects financed with 26 ~~t ?r less shared revenue 
and to include temporary employees of rec1p1ent govemm,t& !m 
expl'ess exemption es:ists for regular or permanent employees o remp-
ient governments. 
8f<ltitm ~.f--Pt'o~ of U1sjtJr Lo'bbylag P~ 

Section 128 of dle.Act i8 amended by adding at the end.a.new sub­
aection which prohibits any StatAl or Ioe:al gove~ent rec:lplent ~ 
aing direoUy or indirectly, any~ of 1ts illoeation of funds reee1ved 
undm! this A« for lobbying activities whiCh are for the purpose of 
in1luencing legislation relating to proriaiODB of this A~ 
8~ 16--8~ FiltJIJl, AI~ . . 

Thia aectian adds a new SubtitleD, Supplemental Fiscal .A AIZsfanM, 

Ssction 161--Bhmt Titl6 
This aubtitle is cited as the Supplemental Fiscal Assistance Act of 

1976. 
IJMI,tml,._P~ to StaU tl1tll JAtJlJ1, G~ 

Each State and local government ie iK! be paid by t.h~ ~ of 
the 'l'Yeaaury, out of amounts •PJ?ropriated under this m~tJ.e, an 
amount determined by the allocat.ion procedures un~er. Section 164 
for eath entitlement pe,:iocL Pa~ta are to be made m installments, 
but not leaa often than once eaeh quarter. Payments are to be made 
not 1ater than five ds.~ after the Close of each qu.&!ter, and may be 
made on the basis of estiJI""teL Whenever a State or local government 
hu been over- or underpaid, adjuSm.enta are required. 

8M1tUm 1tii-Att.t~ 
Any funds that ~ deems necessary to adequatel.Y fund the· 

Su_pplemental Fiscal .ASsistance pro_gr&!n ~re authorised for appro­
prl&tion for each entitlement periOd ~n~ on or after January 1, 
1971; howeftl', there will be no authorization for any entitlement 
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period unless funds provided under Section 106(c)(1) ~- (1) 
e4,876,000,000 for the entitlement period January 1 197"1 ~uah 
September 80, 1977, or (9) te,ISOO,OOO,OOO for any t9-month entitfe­
~t period therea;fter. Any funds authorized in excess of these 
amo~ts under Section 101S(c) (1) must be distributed as an entitle­
me!J-t m accordance wi~ this subtitle. Any additional funds for distri­
bution under. the provtsiontl of subtitle D mUst be appro,eriated in 
accordance WJth the authorization provision in section 188(b). 
8HtWn 164--Eligibility l Deu~ of.Amowat of p~ 

(a) N~ State f!r local gov~~t is eligible to receive any payments 
under ~ sul?title unless ita entitlement under Section 167 or 168 
exceeds 1ts enti:tlemen~ under Section 107 or 108. In other wo.lds, each 
government .will :reoeJ.ve an amount which is at least equal to the 
amount pronded by Section 107 or 108. 

(b) Subject to the eliP.bility pr_ovision of Sllbsection (a), each State 
anG local gove~ent WJll be p&ld the amount by which its entitle­
ment under Section 167 or 168 exceeds its entitlement under Section 
107 or 108 l'W.le8$ aJfectedby (c} (1) or (2) which follows. 

(c) (1) If the am~unt tt.vailabl;e under Section 168(a) and (b) for 
any entit~ penod for ma~ payments under tDis Subtitle is 
not stdlicient to ~Y the total incremental amounts, then each~ . 
ment for that pen()d would be ratably reduced. If; .after eJs 
enhati~tlbeen t~~ ~~:red~tional funds become avail&bfei': a.ny 

emen penuu, t.UD ~ payments must be ratably increased. 
(c) (2) If ~e p&yment to any local govermnent, ether tJla.n a oountY 

aov_ernmen~ l8 ~8111 than ~ ($1,876 for a &+month entitJement 
~) or 18 wa1ved. for any entitl~ent period, then in lieu of being 
p&Id to the local umt, the amount will be added to and will beoouie 
part of the payment of the oounty government. 
86Ctioft 166-M anage'/M'M of /i'Vf'ldl 

(a). Any_ funds _appropriated Plll'BU&Dt to Section 168(f) are to 
l'8ID&1Il available without fiscal year limitation and are to be used on} 
for payments fA? s~ &nd looa.I governments eligible to receive paf. 
menta under this subtitle. By Ja.n.uary 13 of each year the 'l'rea8ury 
~ ==~ to COngress on the operations :and payments 

(b) AppJ!Op~ amDllllts Jlot uaed for payments to State and local 
governments are to be ~erred to the general fund of the~ 
8~1~~of.Alloccrlitm.Amot&g8tatu • 

The amth osunt authorhed un~er Section 105(c) (1) is to be allocated 
among e tates for each entitlement period as :lo1Iowa • 
• (a) Allocation ?n the basis of inoome factor: Forty Percent is to be 

distributed accord!ng to a fonnula which multiplies the ~pulatio f 
each State by t~e income factor of that State. The fonnwa then ~­
~a~1 the1 J:eulti~ product for a State with the sum of the ·ProductB 
Slllll &rxu l'lllined for all States. 

be (~) .~ on _the basis of tu e1rort factor: Sixty peroent is to 
~ distributed ~rd;ing to a formula whioh allocates amon tile States 
m the ~e pl'Qportion as the amount allocated to each ~tate n...L. .. 
ttnbsectlon (c) bears to the sum of the amounts alloeated to all s~t= 
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(c) (1) For J>urpose8 of subl!lection (i) the amounts aU'oc&iled to a 
State under this suDaeetion ahGuld be detennined. under paragraph (i) 
or ( 3), whichever allocates the higher amount. 

(9) General Tt.x Eftort Amount: The amount allocated tot. State 
'rl!lder this parapph would be determined b;r a formula which multi· 
plies Stat& population by the State geoeral tu: effort .faetor. The 
fonnnla then compares tlie resulting ~net for a State with sum of 
the lWO<lueca similar_!y determined fOr all States. 

(3) Ineome Tu Eftort Amount: The amount allocated to a State 
un.il&r this ~,ph would be determined by a fonnnla whitJ:L multi­
plie& State po~ by the State ineome tu eftort factor. The foho 
mula then compares the~~ product for a State with the sum of 
the produeta similarly · for .U States. 
Section 167-Emitlemim.U of8t4U G01JI1'fltM1Itl 

(a) Division between State and local governments. Each State 
government is entitled. to reoeiw one-third of the amount t.llooated to 
the State area for each entitlement period. The remaining two-thirds 
of the amount allocated to the State area is to be allocated among local 
units ~government as described in Section 168. 

•(b) State most maintain transfers to local govemmente. 
(1) Eaeh State goftl'll!llel'lt must oontinue to 1198 its own funds to 

6llii& all units of loCal ~ve:rnJDen.t witlrin the State to the same exta1t 
that had been done B.:.vioualy. Aoco~ly;. a State go1'8r'lliDI!Int may 
reoeive its total enti ent for the period' beginning on or after Janu­
ary l, 1977, Ollly if it distributee as much to·its loCal pvenunenta in 
th8 ~P:te liom its own sources, on the ave~ durmg that entitJ&. 
ment penOd and the immediately preoed!ng entithmumt period., u it 
did in the one-year period begiJiniDg July 1, 1975, or, until data on 
this period are available, tbe most recent one-year period. If it fails to 
do ao, the State's entitlement will be reduced by the amount of reduc­
tion in ita aid to local governmeats. A.ay reduction is to be treated as a 
distributiou by the State to its local governmente fer that period. 

{9) When t. State has assumed l"t!'PMiib~ for a category of ex­
penditures which was the ~bility of its local governmenta priOI' 
to January !, 197'1, the amount it must diatribut.e to iCB local govem­
~ent. m&Y, be reduced by an amount equal to the increued State..,...,. 
lDif out of it. own sources fol'tba&881Uiied ~· 

(I) When a State has conferred new tazin.g authority on one or more 
of,lt:aloca~ governments after J"anucy 1, 1977, the amount it must dis­
tribute to its local gol>Brnments may lie reduced by an amount equal tD 
the greater amount of either (1) taxes collected under the new taxing 
auti:i.Ori~_by the local governments or (2) by the amount of revenue 
l• to 1D8 State by reason of the new ~ authority conferred on 
!ocal go~ts. If the new t.uiDg authonty is merely &n inoreaae 
m a prenously authorized tax, no amount can be treated as collected 
~ t.he exercise of new taxing authority by local gt>Venunants unlesB the 
tlecnCia~ of the Treasury determines that the State has decreased a 
l'lllated State tu. 

(4) For the entitlement period Jan~ 1, 1&77, throagh Septem­
ber 89, 1977 the aggregate amounts taken into account under ~ 
gnph (1) :.rill be three-fourths of the amounts which would norman,. 
be takeilmto aecount. 
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( 5) If th'e Secretary determines that a State has not main~ined its 
effort and that a reduction in its entitlement should be made, he must 
give the State reasonable notice and opportunity for a htlaring. After­
wards, if he continues to believe that an entitlement reduction should 
be made, he must determine the amount of such reduction, notify the 
governor of the State that the entitlement will be reduced because of 
the State's failure to maintain its effort, and Withhold from subsequent 
payments an amount equal to the reduction in the State's maintenance 
of effort• 

( 6) After any judicial re'View under Section 148, an amount equal to 
the reduction of any State government must be made a.va.ilable for di$­
tribution to the State's ~~~ govemme~ts in ~rdance with ~ctiqn 
168. If, because of the hm1ts 'imposed by Section 168, any port1011 of 
the funds cannot be distributed to local governments,. they will be trans­
ferred~ the ge~eral fund of the ~asury. 
Se~irm.168-E~tit~t8 r>/ Local Gtr0~ 
· _(~) Allocation among county areas: The t~thirds a.z~ount .allo­
Mted to a Stat6's looal go~ernments for any entitlement penod will be 
fu~her allo_ca~ed among a State's co~ty areas ~rding to a. formula 
wh1ch multiplies county area population by the county area tax e1fort 
facto:t; by the county area income :factor. ·The ·formula then compnres 
the r~sttlting product for a county area. with the sum of the products 
similarly d~rmin~d for all county arees within a State.. In other 
wotds, each ootmty area share is determined by its mlative standing 
among aU county areas within a State on the baSis of JXIPUlatlon, tax 
~:ft'ort,; and income. 

{b) .Alloeation. to county govetnments, ·muriici.n.. 1-itiea; ~ships, 
etc 

. . ~ .. .. 
( 1) Coltlity govarnm.ents.-The funds allocated to a county area are 

then allocated lletween ·the C()unty govel'nlnent and the aggregate of 
othet ~~eral putpose.local unita in that cowrty on the baslS of.their 
rela:tive adjusts~ taxes. . · 

(2) Other un~ts of local government:--.A.ftew the funds allocated to 
a oounty area have been :divided ·between a county government and 
the other loCal units;, the lOcal governmentls sliat:S is diri.ded a.niong 
the eli~ble units of local government a.ooording tO the same throo· 
factor lormula that was used to distribute funds among county areas, 
except that an individual governm.ent'nnarois dtpm~nt on it.$ popu­
l-atioo, tax efto~ and i~come in relation to the population, tax effort, 
and income ·of all other eligible units Within that particular county 
area. 
. ( 8.) Township governments :-If one or more to~bips is located 
m the county &rea, then th.ese governments will be treated as local units 
of government for the purpose of making the d..istribution described 
in the preceding paragraph. 

(11-) Indian tribes and Alaskan native 'Yi.J.1.ages:--If a State has an 
Indi8n t~ or Alaskan native villa.ge with a .recOgnized governing 
body 'YhiC~ performs substantial governmental functions, then before 
the ~loc::&tl~ among oo~~ area~ as described in. _(a) above:, each tribe 
-or villa:ge will be allocated a port10n of the two-third looal govern:IIrellt 
sh!'~ on the basis of. the relabi.ve· populatioJI of that tribe or villaJte 
w1thm the State compared to the population of tla: Soo.te as a. whole. If 
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eli an allocation applies, the total amount allocated to trib~s and vil­
su will be subtl'Jlcted from the local govern~ents' tw~irds .share. 
~~e governing body of a tribe or ~~~ Wa.IV~ the entitlement for 
a.n entitlement ~rioo, then the proVlSlons of thi~ 'pea·agraph are not 

~icp.ble resultmg in the distribution of the wa1ved amount among :fl. other local governments within the State. . . 
( 5) Rule for small units of governlllent ~-A sp~Ia~ allocatiOn rule 

can be used for units of local ~vemment (other than a count~ gov~rn~ 
ment} which have a pOJ>Ulatlon not in ex~ of 500 •. If the ~ret~1 
of the 'l):eas:ury determrnes that the data ava1~able ~o~ a~y .entitl~en 

riod for such SIJl&ll units are not ad~n~tte for the application o~ 
~e three-factor formula used for distributions to loc~ ~vet;lme~~s: 
he rna allocate funds to these governments on the basis o.f the1r popU­
lation ~0 the tQtal :p<!pulation of all governments loc&ted 1n the co~~ 
area If this pro'Vlsion &~P.Plies to 11-ny c()unty area, the. amount :t? ·.~ 
.,J.l~ated among other '?mts .of 1~1 gowrtn:hen~ in that county' ~f 
for that entitlement penod will be reduced ~t.ecordingl;Y. 

(6) Entitle,ment.- · 1: · 
(A) In ~~~The en~it)em~nt o~ any nm~ of ocal go~er~-. 

ment for a~ entitlement ~nod 1s the a;m.ount allocated .to It by 
this subseetio:ii, e:i:cept a.s ~'Vi¥ by (B)., (C), o~ , {D.) ~e~?wi· 

(B) MOJ»imwm per af!Pil~ ~lefn.ent . ...:..:...The m~umtm .~l~Itit­
tion fur a.ny rounty 'aT~a or umt of. local. gove~~'t l other ~J:iaitl} 
a county gt'>vernment) m the State.Is 300 P.e~r! of the pet, ~ap. " · 
a.lloeati<m. to all H>&.tl rve~ts m the Stnta . , . . . . . 

('C) Limitatio-n._;_ courity or local gov:~e»;t m~y; not~:-· 
ceiV'e an allocation that exceeds 50 peroont CTf itS ttdjust;ed qi.x~ 
plus intergovernmental transfers of re,venue: • . , . , . , 

1D) En#tlM;u3'Tit leaK tlum ~.pfX!, ~ _g0'1Je'rmlng_·~b!J..11 'IJJ_'{JJI/IJU e-n­
~.:.... If any local government 'belo~ the co~ty go,v~tn.I?-ent 
level receives an entitle~t of less than $2;500 for . an~ 11:~ual 
entitlement periM ($1,875 for a n~ne-morith e'!Jfitl~ent'.~J?.od) 
or if the local gov~rnment's. ~verrung body wa1,es its. entltTement 
for any entitlement period, Uten the a~ount ~ t4e ~~it)~ent 
wi!l heOO!fle part of t he ~tmty government's entitl~m1mt m heu of 
being plaid~ the localurut. 

(7~.A..djus!ment of Entitlement."""':'" . . . . 
·(A) 1n Gtme1'at-Iri a.djllstihg the allocatl(:m -of.,arw ~ty 

area or local government, the Sec~tai"y must :make. ~ny ::aQ'ip.st­
ment iJequired by the 300% constraint &rst, ' ~Y. ad1ustm'en~ ry-. 
g,uired by the 50~ limitaton seco)ld, and t-ny .ttd}~~ent ~tpr~ 
by a wa.iver or the $2,500 minimum payment 't~i~. . . . • . 

- (B) .Adj'U8t111$nt fur awlicatin:n. o~ mtl.Qlz~lu?"' .Pet:' cap'tta. ~n_­
~In the course of ma)cittg adjustments to too allo~tl<~~s 
of ccJlinty areas or units of leeal Kovernthents u~der ~he ma.Xi,­
mum constraint J)rovision., the Sero:e~nry is to 1ll&:ke .adJ~stl!lenij; 
to the CCIIU:bty areas befeN g<tjnStrhenf.!\ a.re made to.lO:Cal umts of 
gowmunent within the cOOn~. '· . . 

(C) ~~~emem flYr ~ppliMtiMt. pf unutatum.~If t~ Secre-
1a17' reduces the a1loe&tit>n to any wut of loca.) go-rem~nt due.~. 
qp'ti.catiorr of the 5())Jb oonstlf&lifit~' the amoun't of t!hat ·t'Mtiction 
will be added to the allocation of the :Q,e~t l}igher lt\Yel or ~vern:. 
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ment. In ·the case of a muneipl or township govenunent, the 
amount would go to th& Colmiy government. ID. the eue o;f a 
county gDftmment, the amount will go to the State govemmeat. 

8Nttioft 169.-DefWt/MW a1Ul S'P«fia'l Rtila fiW .Application D/ Fur­
mWa.l 

(a) (1) Popt4laeion.-Po.pulation is to be determined on the same 
baSiS as l'eSident population lB determined by the .nureau of the Census 
for ~era! statistical purposes. 

{a) (2) E~:::.:d·-~em~t income is to be one-fourth of the 
annual income . by the .Qureau of the Census as t.he low-
income level for a fainily of four. 

(a) (3) Aggregak ~pi~.-~ exempt income for 
any unit of government is to be ~ popUlation of th8 IOfti'DDlent 
times the exempt income as defineci in paragraph (2) &Don. 

{a)(4:) 111C0f7N,.-Jn~ is to be total :money inCOJDe from all 
110~ as determined by Census for gener&l statisti~ pupoees. 

~a) (6) D-./or d8~ing ollOCQtionr tmJ ~.-The 
d~tion o allocations and entitlements for each entitlement 
penod must be made three full months preceding each entitlement 
period, un1ese regulations provide otherwise. 

(~) (6) lfttergO'IJ~~ WafW4t'1.-AD.in_.govenmieDtal trans­
fer ~ an amount. receiVed from another government as a share in fi­
lli.Dcmg or as reimb1U'Iii8J:Qent for the performanoa of $0vernmental 
functions. Only those items classified for general statist.ieal purposes 
t?Y ~e Bureau of the Ceasus as mtergo~ transf81'8 will be 
~nstdered. 

(a) (71Dat.a used; iu.Ufol21Pt, of dat.a.--

f ( ) The most recently available data provided by the Bureau 
o ~e Census or the Commerce Dep&rtment will be used for allo­
~U on Purposes, except as provided in paragraph (B) which &0 OW& 

_~j~),.Thcle drnr;asda~ ~ Ut !'UtJiorized to USe additional 
u-.. m u ta on 61tim.tes) when he determines 
that d&ta referred to in the above p&ragraph do not reftect the 
moat. recent de~mente or. are not eomptebensive enough to 
pronde for eq aUocatiQD& He must iasue the necnury 
~tiona to carry oqt this provision. 

•-~) ncome /~.-The~ factor of a State, coUDty area, or 
~ government lB. a ~Oil. The numerator is ~ of the 
number of P81'80DS ua families below the low-income level and the 
!t~lo- of unrelated individuals 65 years old or over who are below 
'W!U w-~"Alme level. In addition, the numerator also includes those 
1>8~ m families and .unrelated individuals 6~ ye&l'l old or over 
-whose ~ea are bet~ 100 and. 125% of the low•inoome level if 
tJley l'eSlde m an urba.nized area 'a central city. The denominator is 
~ o! ~he number of pe1'80D8 jn families and the number of un­
nlaf.ed mdrnduals 65 ye&l'B old &nd over J."eg&rdl• of their income 
l~yel. The. ~ used in this paragraph are defined in aacordance 
'!Jth definitions used by the Bureau of the Census for genera~ Dtis­
tical~ 

( Ci) ~ tt» elorl /t1111M- of Btal&t.-The ganeral tu e1fort 
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factor for any State for any entitlement period is defined ~ the net 
State a.nd local taxes collected during the most rooent re~rtxng ,_, 
divided by the total money income leea aggregate ex~pt mcome (d~ 
fined in subeection (a) paragraph (8) abo"N) attributed to a Stat& 
The State and local ~ used in the computatioa of ~ S~'s general 
tax ef'ort factor are defined as the com.pu1soey. ~tr1buti~~. exacted 
by a State, loe&l government, or a.ny other politlealsubd.iVJSloh of a 
Stam for publio Plll'P088S u df~Urmined by the.~~au of the Census 
for era! statistical purposes. Items to be specifically excluded from 
th ft:te and local tax figure are em.ploJer-employee assessments a.nd 
oo!mbutions to retirement and sociM :msurance systems andbest::! 
assessments for capital out~Ju'. The State a.nd local taxes to 
into account are those for the most 'l'ecellt year ~vailable fr?m the 
B reau of the Census before the close of an entitlement penod. 

Cd) lncOf'M taaJ ~of S~ata.-A State's income tAD: eon~ 
tions for any_: entitlement period are defined as the net amount col­
lected from the State individual incom& tu during the last ~lendar 

ear whioh ended before the beginning of a.n en!itlemen.t penod. ~e 
~tate individual income tax is definecf as a tax JIDposed upon them­
come of individuals ~ a State and described ~under Section 164.( a) ( 8) 
of Title 26, United States Code, asThea SStatetate~ ~.: effort factor 

( ) /ncOf'M tQ/IJ effort factor.- mcome Wlo6 

for e.ny entitlement period is described as the State's ineome tax col­
lections divided by tOtal money income from an 80Ul'088 lese agpoegat. 
~t income (defined in subsection (a) ,_paragraph (~ve). 

(cf} ·TatiJ effort fackw of c» ootlltf,y area..-Th& taE eB:ort r C?f 8bf 
county area for any entitlenlent period is descr!~ as the ad]ustea 
taxes of all governments within the county area di!lded. by~= 
of (1) aggregate ineeme Ia aggregate exempt mcome atri e 
to the county area, or (2) one-1ialf of the county area's aggregate 
ex~ income. if rt 

(&?' T(IIIJ •fforl ftMJtM of a unit oflocd g~-'1be tax ~ o. 
faCtOr of any unit of local govemm.ent for any entitlement penod 11 
d~bed as that _government's acijuted taxes ~vided by ~e P"*­
of (1) ~te mcome leas aazreaa,te exempt mcome attnb~table to 
the local govel'llJD8Ilt, or (~) one:b&l:f of the~~ ~vernment B ~ 
p*e exempt income. Adjusted taxes are described m the same gen.~ 
manner as the local tu:es taken into account.for p~ of d.etermin­
ing the general tax eifort of a State (deecnbed above m (c)). Hoi­
ever, in ~~ adjusted ~es, tb&~ portion of the taxes proper 1 
allocable io education expenses 18 speclflcally uclud.ed. . • 

In addition, where a county government exacts sales taxes ~t¥n a 
mUD.ici'P&lity and transfers part or all of those taxes to ~ mll;1UC1pal­
it;y wit!lout specifying the purposes for which the ~umc1~ty may 
•Pend tile revenues and the govemor of the State notifies the Secretacy 
of the 'li'easury that this is the ~ the transferred taxea are to be 
treated as taxes of the municipalities and not as taxes of the county 
go'Nl'Dinent. "ted • 

All _payments received under this subtitle must be depos.t m a 
trust fUnd established by the recipient.. This is identical to the require­
ment .impoaed by Section 128(&) (1) of subtitle B. 
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&cMra 11--EitNJitw Dt* 
This secti~ provides that the amendments made ~ this bill sha.1l 

become eifeetive at th~ cloae !'f Deeember 81, 1876-the date when the 
present pr~ _apu.-~ the follo~ uoeptiona: 

(1) The proVISions of Section 6, which relate to extension and fund4 
kl« of the pro~, shall ~me e1fective on the date of enactment. 

(9) The proV181ons of Sect1on 7, which amend the definition of local 
governments, shall become eifeetive at the clOBe of September so, 1977. 

XII. CHANoa IN EUSTINo LAw MAe~: BY Tll1!: BILL, AS RuoJrr.m 

fIRe comp~. with clause ~ of ~~ XIII of the Rules of the House 
o aepresentativ~ cban4zes m ex1~ law made b,y the btn as re­
ported, ~ shown as fol10ws (existing law proposed to be ~tted is 
enol?Hd 1~ black brackets, new matter is printed in italica, existin 
law m which no change is proposed is shown in roman) : g 

STAn AND Loo.u. FIBCAL ..Aatn.4.NCE Aar or 1972 

AN ~~ra\0 JD:~!011;~t!~ta~:d~s::eomete an~I~lgodvetonunent.l, to authorize 
........ ee, an r other purpoaee 

·u:.:: s:!tl~~ fiiNl Howe of -,.... .. ,k., of tM 
1ft VtJftg'/lflll ---~w, , 

TITLE I-FISCAL ASSISTANCE TO STATE AND LOCAL 
GOVERNMENTS 

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

This title may be cited as the "State and Local F' 1 •··"sta Act of1972". 1sca AG~~~l nee 

SEC. 182. PAYMENTs TO STATE AND LOCAL GOVERNMENTs. 
Exeept as otherwise provided in this titl th Sec 

each entitlemel\t period, pay [out of the nu:t Fn~dJ~ry lhall, for 
( 1) e8cb. State government a total amount equal to the entitl~ ::fut ofi'IS:,~~te government determined under section 107 for 

(2pe ~unit of local government a total amount equal to the en~*~ent of sueh unit determined under section 108 for sueh 

In J:: ca~ of entitlem~nt periods ending after the date of the enact­
rent ~ thiths Act, sueh payments shall be made in installments but not 
ess. 0 n an onee for each quarter, and, in the case of ' narters 

lt.edinfhaftf Sep
1
tember 30, 1972, shall be paid not later thai 5 days 

a .r e e ose. o .. each quarter. Sueh J?Syments for any entitlement 
pen~ sh mil.: mitia!IY made on the basl8 of estimates. Proper adjust­
men a • made m the amount of any payment to a State 10vem4 
men~ or 

1
a umt of local government to the ertPnt that the payments PfV1Ius !~.. madthe to such gove~ under this subtitle were in exceBB 

o or ess WI&n e amounts reqmred to be paid. 
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[SEC. 101. USE OF FUNDS BY LOCAL GOVERNMENTS FOR PRIORITY 
EXPENDITURES. 

[ (a) IN GzNBRAL.-Funds received by UDi.ts of local aovii'IUD8Ilt 
unCler this subtitle may be used only for priority e~ditures.. For 
purposes of this title~ the term "priority. expenditures ' mean•. orily­

[(1) ordinary and necessary mamtenance and operat1ng ex~ 
penses for--

[(A) public safety (including law enforcement, fire pro­
tec.-tion, a.nd building code enforcemeat), 

[. (B) environmental protection ( incl.udiDg sewage dispoaal, 
samtation, and pollution abatement) ~ 

[(C) public transportation (including transit systems and 

stree~!t~), 
E reereatiotl, 
F libraries, 

( G! social services for the poor or aged, and 
(H) financial administration; and 

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

[(b) CBimnCATBS BY :LocAL ~-The Secretary is au­
thorized to accept a certification by the chief executive ofticer of a u11it 
of local government that the unit of loeal government has uaed the 
funds received by it under this subtitle for an entitlement ~od only 
for priority expenditures, unless he determines that such certification 
is not sufficiently reliable to aable him to carry out his duties 1111der 
this title. 
[SEC. 104. PROHIBmON ON USE AS MATCHING FUNDS BY STATE OR 

LOCAL GOVERNMENTS. 
[(a) IN GurDAr.-No State government or unit of local ~vern· 

ment rn..1 use, ~irectly or in~~y, &nY. p&rt of the fnnds,it receives 
under thi'l! subtitle as a con:tr1but1on for tlie_purpoee of obta'lnhlg Fed­
eral funds under any law of the United States which requires auch 
gGWJrnment to make a contribution in order to receive Federal funds. 

[(b) DBTERMiN.a.TioNs BY SIICRBTARY oF THE '.l'mtAsmlr.-If the Sec­
retary has reason to believe that a State government or unit of local 
government hu used funds received under this subtitle in violation of 
subsection (a), he shall gin reasonable notice and opportunity for 
hearing to sucli government. If, thereafter, the Seeretar"f of the Treas-
111'1 detennines that such government baa used funds m violation of 
subeection (a), he shall notify sueh govemment of his determination 
and shall ~uest repayn;1ent to the United States of an amount 
equal to the funds so used. 'To the extent that such goven1ment fail s to 
l'b'p!ly such amount, the Secretary shall withhold from subs&quent 
payments to such government under this subtitle an amount equal to 
tb~ funl\s so used. 

[(e) lNca•am STATE oR LocAL Go'VIlltNMBN'r :RI:nNms.-No State 
govenunent or unit of local govemment shall be determined to have 
~funds in violation of subsection (a) with respect to ey funds 
reoe~ved for any entitlement period to the extent that the net revenues 
l"eC81.ved by it from its own. sources during such period exceed the net 



revenues ieeeivec1 b:flt from its own sources dtlringthe one-year period 
beginninJ July 1, 1971 (or one-half of sueh net reven.U88, in tlie case 
of an tm.tit1ement period of 6 mon'ths). 

[ (d) D»om•:m AND TuNSI'D8 TO GBNmw. lrt:Jn..,...Any amount 
repaid by a State government or unit of local goV8J'IlJilent under sub­
section (b) shall be deposited in the general fund of the Treasury. An 
amount equal to the reduction in payments to any State government or 
unit of loCal government which results from the application of this sec­
tion (after any j11dicial review under section 143 )_Shall be tr.nsferred 
from the TruSt Fund to the ~ral fund of the Treasury on the day 
on which such reduction beoomea final. 

[(e) Cmrrm~BY STATE AND Loc.u. ~-'l'he Secre­
taey ia authorized to accept a. certiftcation by the Governor of a State 
or the chief executive officer of a unit of loca.l government that the 
State ~vernment or unit of local governm.ent ha8 not used any funds 
received by it under this subtitle for an entitlement period in VIolation 
of subsection {a.) unless ha determi.Del that such eerti6.cttion is not 
sufticiently reliable to enable him to #.a.PPV out his duties under this 
utl~l ---J • 

SEC. 105. [CREATION OF TRUST FUND;] APPROPRIATIONS; AU7'BOil-
IZAf'ION8 FOil BNTI'rLBIIBNf'S. 

[ (a) 1iroaT Ftnm.-
[(1) IN' Gmo:a.&L-There is hereby established on the boob of 

the Trea.BU!1. of the United States a trust fund to be known as the 
"State and Local Government Fiscal As,9iatance Trust Fund" 
(referred to in this subtitle as the "Trust Fund"). 'l'he Trust Fund 
Shall remain avail&ble without fiscal year limitation and shall con­
sist of such amonnta u may be appropriated to it and dlaJ?osUlect 
in it as provided in subseCtion (b). Exeept as pronded m this 
title,. amounts in the Trust Fund ma.y be used only for the ~a_y­
menta to State and local govel'DIIlentl J)rovided by this subtitle. 
· [(2) TBOBI'D.-The Secretacy of the TreasurY shall be the 
trustee of the Trust Fund and Shall report to the eo~· not 
later than Karch 1 of each year on tb.e operation and status of 
the Trust Fu.nd during the preceding fiscal year.] 

(a) IN OINIIIA.r..-F'f.~Aftk f!.ppro~ed SMM.mt to #IVNeqfMIM 
(b) Mill (c) lllall fWnlltn a"ailabk tcitlwut 1/«~'~" ~ aNl 
1Mll b6 VMlfqr t'M tJt111fMntl to StfJ.U a.tltll g~ 41 tJ"(J-
'INlMJ by tAW eitk. T'he See'Mf4f"11 of th8 T'!H/1Uf'11 &hall f'8fJ01'I 'tf! 
t'M OOffti/NM not latef' ehtm tiM~AU~.f7116 of6(Z(}h 1I6IJf' on th8 opera.ti&nl 
MUl ~ vnda- thN I'Ubtit~ dvririg fhe ~ fiiOal year. 

(b) ~TIONS.-
{1) IN CJJ~NEBAL-There is appropriated [to the Trust Fund, 

out of amounts in the ~ral fund of the~ attributable to 
the collections of the Federal individual income tues not other­
"!ise_ appropriaood] /01' t'M purpou of ma1eif&g t'he ~ au­
tluwi.Hd by tAU nibti~UJ--

(A) for the period beginning January 1, 19'12, and ending 
June 80 1972, $2,650 000,000\ 

(B) lor the peri;! ~July 1, 1972, and ending De­
cember 81, 1972, $2,650,000,000; 
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(C) for the ~riod be~ January l, 1t'l8, and ending 
June 30, 19'13, e2,98'l =OOO; '--' ...... ; ... .,. July 1, 1918, 

(D) for the year ..,._ 
$6,050,000,000the; ~--1 .._.... ......,..; ...... ;"'.. July 1, 19'14, 

(E) for DB~.J~W J- ..,.---a 
$6f~,oo~~~bae fiscal year beginning July 1, 19'15, 

$6z&)'~~;~ ~July 1, 19'18, and endiDg De-
cember 81, 19'18, $3,826,000,000. AKOlJlf'l'B.-There is 

(2) N:oNco~o~:S ~hndo~~ounts in the ~eral 
app~ftheted ~ attributable~ the collections of the ~eral 
f:£vidual income taxes not otherwi!M! approp~~~~ pur-

l ~ the paly'TM'nt8 autkoriMd by t~ d din 
'P"' o (A) for the period beginning January 1, 1972, an eD g 

June 80ll972, $2,3~000;. . July 1, 1972, and ending De­
(B) torthepen ~ 

eember 81,1972, $2_,3od90be, . ; · Janna'I'V ~ 18'73 and ending 
(C) for the pen gmmng _, ' 

JunD~oi~:n~!~t:'~l years~ July 1, 19'18, 

JJI_ 1, 1974:, and J.ulybeginn1,1~75? "'~~'0001, l;; and ending De-
(E) for the penod mg Y ' 

cember 81, 1976,$2,390,000. . ted by pa~ph (1) or 
[(3) DJ::posrrs.-Amounts a.pprop.na shall be de .ted m the 

~for anl ~h!~te~ ~ftrlrrfirst day ot':h .,ear or 
ri~~(B) the day a.fter the~ of enactment of~ Act.] (or. 4,UftlOBIZATION 01' _AppiHJP.l,&Z'IO~E:OZ'br:',.,~ to 
(1) IN OKNKBAL.-T~ are ~J~J • th.iliVIititl#- _ t'he entitlement~ ksreina/U'r r!v"~ sn __ ~ _ _,, 

pay (.A) /01' tll.e ~ ~eJlimWn.9 Jf":::l1, 19'!7, ~ tnW~tftl 
Septiniher 80, 197'1, 1#/8'1-P_OOIJ!Xl i 0 ~-1. 1 .~ 19'1"f. 

lB) for t"M fi,lcalyear& begtfl.fll'nU on OMNW o, t 

1978, 0Nl1979,$61J5fllj'f,~ I afl.1/ ~~ 
:-~~t~-:;:: ::::::::t,peci~d m ~ 161(a} (1). m: J) ,.,. 
tlwlt • •hall, be diltrlbu.ted tmlkr I'Ub~ D ()1 tltM 111 • 

Mtit · OUI{f'8 TMIH are au-(I) NoacoNTIGUOU8 8TATK8 .tDJUIITIIKNT All< • 1-~- ~fter 
~'~Wriaed to be a~ to pay tAe entitMm_,_ 

~ fO'T' t'M ~beginning J~ 1, 19'17, aM tlf'llling 
September M, 19'11, I3P!JDOOOJ,· tiiW{ ~ M Ootol>w1 of 

(B) fpr each o/ t'M -j(Acalfr: uB:~-··~'711 
1977, 1!J'f8, mtd 19'l9, ,~'180~ · GENERAL Fmm.r-The 

[(c) 'hANSFEBS Faox '.l'Ru8T TO T1ust F d to the 
SeC~ shall from. time to time tra.ufer ,from~ Fundun hich be 
Dnera1 fund of the Treasury any mone~ lll the .&..a:UDII w 
<letermines will not be needed to ma.ke pa~ts to State gowmmenta 
and units of loeal governmen~ under this subtitle.] 
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(Q) 1lij o£~,000,000 were ..Uooated ambD« ilia 8Wes on 
the. buia of popUla.tien: bl'l•enely weighfal mrl P:W •pita 
income. 

(D) ~ of$1,800,000,000 were allooated ammg'the States on 
the basis of income tax coll~ alld 

(E) Jh of$1,800,000,000were..Uocat.MI amongthe.States on 
t.he bBsli of ~eral tax e•ort.. 

(0) N'OlfOOKTIO'OOUB 8T&TB8 ~,t7'11'18TMIIJIDinl!lii'Tr'l',-
(1) IN GIINllllAL.-In addition to amounts allocated among the 

States under subsection (a), there shall ~ allocated for ~ch 
entitlement period, out of amounts appropnat~ under [88Cti0}1 
1~lS{b)(2}] ~Wb.tection. (b)(l) or (c)(.S) of ~617tion MJ6; an ad.di­
tionill amOUnt to any State (A) whose allocattoft1Ulder lmbeactlon 
(b) is determined bY- the formula. set forth in pa~h •(2} of 
that su'Mection and (B) in which airilian employeel of tile Uruted 
States Govemment reeci"te an allowance under aection lS941 of 
title IJ, United States Code. 

{2) DETI:RJuNATION OF AXOUNT.-The additional amount allo­
oa,b)6 to any State under this snbsection for any entitlement period 
is an amount equal to a~~ of the amount allocable to that 
State under mb!eetion (b) (2) fOr that period which i8 the same 
as the petcentage of basic pay received by such em:ployees sta­
tioned m that S~ as an allowance under such secbon 5941. If 
the total amount appropriated under section l~b) ('II) for any 
entitlemeJ;tt period eiadmg on or ht/DN DeoemJwt. 11", 1fl16, or au­
tluYriud~~106(c)(S} fora"1f~~be­
qlmli~ Of& fA' 11/fUr JtmtU11'1J 1; 1fl7'f, il!l not snfticient to pay in full 
the additional amounts allocable under this subsection for that 
pt~riod, the $eoreta_,- shall reduce pro)XImoriatelf the·amounts so 
alloc•ble. 

SEC. 10'7. ENTITLEMENTS OF STATE GOVERNMENTS. 
(a.) DmaioN BETWEEN ST&TB AND LocAL ~s.~The State 

&Qvemment .shall be entitled to receive one-third of the amount allo­
cated to that State for each entitlement period. The tem~ining J?9rlion 
of each State's allocation shall be allocated among the units of local 
government of that State as provided in section 108. 

(b) Sr&TE MusT MA:niTAIN TRAN8FDS ro Loo.U. GOvzu.~­
(1) GDD.U. lnJLB.-The entitlement of Bn)! State ~vemment 

for any entitlement p¢od be,atiiU)ing on or alter [Jv. 1, J978] 
~hl~41'7/ 1, 197'1, shall be 'reduced tiy, the ILDlouni (1 any) by 

(A) the average of the aggregate amounts transferrt>.d by 
the State ~vernment (out of its own sources) dtiring puch 
period and the p~dijlg entitl.ement .. i>.erlod to all units of 
local government Ill such State, 18 less thll:o; 

(B} _the similar ~te amount for the one-year period 
be¢nnin.i Julv 1, [1971] 19'!6, tn<, tmtil data on·o9UCh ~ 
~ O!Vailabltl, the molt recefl.t ~Ue'h one-yMir fiM'iod ftW' tJJlt.icl&. 
data on ~t~eh amount. are tWailal)~. 

J'or purposes of subpa~pb (A.), the amount of any redoetion 
in tlie entitlement of a State government under this snbeection 
for any entitlement period shalt, for subseqUent entitlement 
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periods, be treated as an amount transferred by the State go~m­
ment {out of its own 80Ul'Oe8) durlug such period m units of 
1oca1 goV8l'llllleDt in such s~ 

(2) ~ 'WlDBII STATZ A88UKE8 BBil'ONSIBILITr POB 
CATEGORY OF :BXPmmiTOD&-H the State government establishes 
to the satiftaetion of the Secretary that since June so, 1972, it has 
assumed responsibility for a category of expenditu.res which 
(before !uly 1, 1972) was the responsiDility ofrl~~ts 
lOcated m sUah State, t.h~, under ~atlons preseribed by the 
Secretary, the aggregate amount taken into account under para­
graph (i) (B) shall be reduced to the extent that increased State 
govemmeot ~ (out of its own sources) for such ~ry 
baa, rep~~ amounts which for the ODe-)'8&!" 
penod ~ .fuq 1, l971l.J utilised /fW' fNI"'PPOII o/IUCA 
~h tt transferred to units of looaJ government. 
· (8) ~ WHED lOW TAXING FOWERS ARil CONI"BRRJJ'.D 

lJ!ON LOCAL GOVERNXENT8.-:-If a State establishes to the eatisfac­
tion of the Secretar1. that llllce June 30, 1972, one or more units of 
local government Within such State have had oonferred upon them 
new tuing aut;hority, tllea, under regu]ations preacribed by the 
~'the aggregate &mollnt taken into acc&unt under para­
graph (1) (B) shall be reduced to the extent of the larger of-

(.A) an amount equtJ to the amount of taxes collected 
by reason of the exercise of such new ~ autbortiy by 
such looalpvernmeute. or 

(B) an &mQOJlt equal to the amount ol the loss of revenue 
to the State by reason of such new ta.ing authority being 
conferred on such local governments. 

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

(4) SPJDOIAL RULE :roa PERIOD DGINNING JULY ~-ura.-ln the 
case of the entitlement P._eriod beainnin2 July 1, 11n3, the ~reced'­
ing entitlement period for purp.~ of' pa~ph (1) (A shall 
be treated as beiiig the one. year period I>eginning J tily l, 012. 

(5) SPBCUL BULB POB I"BBUOD BEGINNING JULY 1, llt1t,-ln the 
case of the entitlement period beg;inning July .1,_1.9-'M, and ~ding 
December 31~ ~978 the aggregate amount tAKen into account 
under paragraph (i) (A) for the preceding entitlement period 
and the aggregate ~mount. taken into ~unt W1der paragraph 
(l.) (B) sliall be one-half the amounts which (but for this para· 
graph) wo"Qld be taken intO ~unt.. 

.(8) 8Pid/AL IUILE FOR THE PIRIOD BIGINNINO .TARUA/l~ t. JS77.-

/n th. fX!U of tM entitleme~ pu-iod be~ JtM/f141711, 1977, 
aNl Mil_, S•pttmihM- 30, 1977, fM aggregate tJ1I'&Otlllt tflhm. mto 
4CC~11iatkr para(lr5ph (/.).(4) /01' t!U preceding~ 
p~Nd Mill t"M ag~gate ~ t-n info (ICC(Nt1.t ~ ~­
graph (J)(B) •hall b.,_ thttef-~thl of the amount~ W.ic.\ (but 
/01' thil ..Pi'!:ag1".Q,Pll.) toov/4'H taMA-into a.ccount. 

[(6)] (7) .Rmn:rC'l'Io:N m DTlTI.mDDiT.-If the Sec~ bu 
reason to believe that paragraph (1) requires a reduction m the 

4& 
~titlement of any State lt!~t for any entitlemm;tt period, 
be shtdl ~·~ reasonable notioe lf!1d opportunity for. hearing to ,the 
State. ff, thereafter, he det.erminel that paragn.ph (1) · ~mres 
the reduction of such entitlement, he sliall ILlso ·determine the 
amount of sneh reduction and ahall not~ the Gcwemor of such 
State of such determinations and shall withhold from ebsequant 
pa.)'l!lents to such State ~ent under this subtitle an amount 
equal to such reduction. 

[('T)] (8) T!wfBPER TO GENERAL ~An amount ~.to 
the reduction in the entitlement of any Sta~~ w~: 
results from the a~plieation of this suDaection after an;r JUdi 
tem\\1 under ~on 148) shall be tranefe [from the~ 
Fund] to the general fund of the Treasury on tlie day on which 
sach reduction lleeonlee tlnal. 

SEC. 108. ENTI'11.EMENTS OF LOCAL GOVERNMENTS. 
(J.) .!uooATl'O¥ AllQNG Col1ll'TI' AnAfl.-The amount to be allo­

cated to the units of local government within a State for any entitle· 
ment period shall be allocated ILJ!lq ~e county areas l~ted. in that 
State so that eacli COUJlty area will J"eQ81V'e an amount which bears the 
same ratio w the total amount to be ....Uocated to the units of local 
pnmmentmthm~Stateu- •• 

(1) the population of that C9unty area, multipli~ by the 
general tax eJfort fac.tor of that county area, multiplied l)y the 
relative ineolile faetor of that county a.rea, bears to 

(2) the sum of the &r;:!uct& detimriined under paragraph (1) 
for all county areas wi · that State. . 

(b) AtJOOATlON TO Co1:Jw.rr ~ll~Oil"~ ToWN· 
DII'B, ETa. 

(1) 0ol1N'n' .~The co~ g_overnment shall be 
allocated that pgJ;tion of the amount alloc&ted to the county area 
for the entithUi:lent period ~r .W.Ction (,11.) which beArs the 
same ratio to such amount 88 the adjusf;ed taxes o~ ·tht county 
gonmment bear to the adj~ tuee of the ~ gover.qment 
and all other units o:f Iocalaovwnment located in the county area. 

(2) Ormm UNl'l'8 oF I.DOAL OOVDQTKJ~NT.-The amount remain­
iq lor allocation -within •· coUnty area after the applica;tion of 
pa~ph (1) shall be allocatANliiU'pong the unite of local gov­
ernment (other t.bu. the ~.govern.blant and other than town­
amp governments) locatAMI in that. eeunty area 80 that eacll unit 
of local gov~rnment will rweive an ~mount which bears the same 
ratio w the tot&! &JIU>unt to be allocat.ci to all such units as-

(A) tQe p0pulat.ion of that local ~nrnment, multiplied 
Jly the· ~raJ. tu:..e«ort factor of that looal government, 
multiplied by the relative income faotor of that lOcal govern­
ment, beat'l to 

(B) the sum of tlie prbductt deterbrlried under sabpara­
~ph (A) for aU such unit& 

(3) TowNsHIP ~If the co11nty area include~~ one 
or more townamp ~then before appljing patagtaph 
(i)-

(A) there shall be set aside for allocation und&r sabpa:ra­
graph (B) to 111ch toWDIIrip pvernments that portion of the 
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amount allocated to the county area for tbe entitlement 
period which bears the same ratio to such amount as the sum 
of the adjuated tu:es of all such to\VD&hip gonrnments bears 
to the ~ acljustA!Id taxes of the county government, 
such townShip govermnents, and all other unit. of local gov­
ernment located in the county area, and 

(B) that portion of each amount set aside under aubpara­
grap.h (A) shal~ be allocated to each iownship ~venunent 
01t tGe same baal8 as amounts are allocated to 11n1ta of local 
conrnment under _parapph (2). 

If ~hls pa.ragra~h apphes With respect to any county area for any 
entitlement penod, the remai.J:Ung portion allocated under para­
graph (I)· to the units of local government located in the county 
area (other than the county govel'Dn:tent and the township go.vel'D­
m~ts) shall ~ appropri~ly reduced to re11ect the amounts set 
&Slde under subparagraph (.A). 

(4) IND~ TRIBI':S AND ~SXAN.NATIVE V.JLLAau.-If within a 
co¥'ty area there !5 an Indian tnbe or Alaskan native village 
"!lrlcli has a recogm~ JOver¢Dg body which performs substan­
tial governmental functions, then before applying po.rapaph {1) 
there shall be allocated to such tribe or village a portion of the 
~~j!lt aJ.located to the ~unty area for the entitl8Jilent {>eriod 

thaw ~ t~e same }'&~O to such amount as the population of 
. t tnbe or v.illage wzthtn that county area bean to the popula­

tion of that eounty area. If this paragraph applies with ~t 
to any COtmty area for any entitlement period.l.he amount to be 
allocated unaer pa~ph (1) shall be app~~ately reduced 
to reftec:t the runoant alloeated ,1Dlder t~e p~ &enten~. If 
the entitlement of any such tribe or village is watved for &Jl~ 
entitlement ~l?od by th~ govel'!ling body of that tn"be or .Ulaget 
then the pro'flSlons of this ~ph shall :n.ot apply with res t 
~the ~mount of such entitlement for such period: · · pee 

(5) Bti'LE POR ~HALL UN1'1'8 OP GO~ln'.-lf the !eeretary 
de~rmines tha~ In any eotmt_y ana the data available for an 
entitlement penod. are not a.~uab!l for the applieation of th~ 
for:mulas set forth m paragraphs (2) and (3) (B} 1rith t to 
umts of I~ government (other than a county gon~Twith 
a population below a number (not more than 500) preecribecf for 
that eounty- area by ~e 8ecreti.Ty, he may apply paragra h (2) 
or .(8) (B) b.y allocating for mch entitlement period to eac'b 11ueh 
nnt~ located m that eoaaty area an amount which bears the 88me 
ratlo to the tota.l amount to be allocated under paragraph· (2) 
er ,(3) (B) for such entitlement period as the population of such . :n bears to the popn!ation of ~D units of local government in 

at coan~ area to w~1ch allocations are made under such para­
grap}: If the preceding sentence applies with ~ect to any 
eoanv., ~the total amount to be &llocated under paragraph 
(2) o~ (8) (B) ~ other units. of local government in that county 
area J.Or tl1e entitlement penod shall be appropriately reduced 
to reflect the amounts a.Uocated under the preceding 11mtenee 

(6) ENTl'l'LBJONT.- • 
(A) h GlldU.L.--E:tcept as otherwise provided in this 

paragraph, the entitlement of any unit of 10c&l pyernment 

for any entitlement perioci shall be the amount allocated to 
sueh unit under this subsection (after ta.kingo into account any 
~plicable modification under subsectioa (e)~. 

{ lJ) J4A.xnrox AND HINDroH PER CAPITA ENTITLEJONT.­
Subject to the proviaiODB of 81lbpa.ragnphs ( 0) and (D) t the 
per capita amount allocated to auy caunty area or any umt of 
local ~Yemment (other than a county government) within a 
State under this section for any entitleinent period shall not 
be less than 20 percent, nor more than 145 t>erctm.t, of two­
thirds of the amount. allocated to the State under section 106, 
divided by the populatioa of that State. 

(C) lomwrtoN.-The amount allocated to any unit of 
loo&l goftnllllent under this saction for any entitlemeat ptriod 
shall not exceed 60 pemm.t of the BWD. of (i) ~vern­
menfs adjuleled taus, and ( ii) tha intwgoveram trans­
fel'B of revenue to lllCh government (other than transfel'B to 
such goYel1l.ID8Dt under this subtitle). 

(D) EN'l"l'!!IAMMENT LDl8 THAN uoo, OR OOVERNIMG BODY 
WAIVE8 J!lN'l'I'l'LD(J,....,..If (but for: this subp~) the 
entitlement of any unit of lOcal government below th.8level of 
the eount:y,overa.m.ent-

(i) would be less than $200 for any eiltitlemeDib period 
($100 for an entitAement period of 6 manfba. $160 for tJA 
tmtitlemMt pdiod of 9 monthl), or 

{ii) is .waived Jor .my IUlt.Wement peri<B, b;r· the gov-
~ body of auch wdt, · 

then the amount of sucll ent~lemeat for such pemod shall (in 
lieu of bein« ~ to euch unit) De added ~ and Mall &e­
come a part of, the entitlement tor such peri;{ of the county 
govenuneut of the CQWlt)" area in yhich such unit is located. 

('l) ADn18nD:NT 01' I!NTl'l'LEJONT.-
(A) Ix GENERAL.-ID adjUJting the allocation of any croonty 

area or unit of local gover.nn;e1t, the Seere~ shall make 
any adj~ requil\!ld under p8l'&IJI't.pa (6)(B) fimti any 
ad]ustment required under par&graP.h {6} (0) rtm, ana any 
adjustment requ.irtd under P'hPPh (6) (D-) laat. 

(B) .A.n.Ju8'I'JOJNT POll A.Pl'LICATION 01' KA.XIHUK Oll JDlf.l· 
Hl.1X PER CAPITA KN'1"1TL"&&DNT.-The SecJretvj sJW1 adjust 
the alloeatioos made under this section to C6U~ areas or to 
units of local govemmente in any State in order to briJw those 
allocations into compliance with the pl'OvisiODB of pa.rBgraph 
(6) (B). In maki.Dg such adjdltment.be shall make any neces-

sacy adjustments with JWJpeet to OfJWlty areas before mak:in2 
any necessary adjustmellta with ~ to mliat cd local 
govem:meht. 

(C) Arnru~ FOR APPLICATION OP LDnTATION,-Jn any 
case in which the amount allocated to a unit of local goyern­
mcnt is reduced under paragraph (6) (C) by the SeCretary, 
tho nmonht of that reduction-

(i) in the case of a Ullit of local g.r>Yernmeat (other 
than a couucy .~nt), shall b6 added to and in­
crease the al1ocatioP of the CQml~ -30~t of the 
county area in which it is located, unless (on account of 
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the application of p~ph (6)) that~ govern­
ment may not receive it, in which case the amount of the 
reduction aball be added to and increase the eQtitlement 
of the State government of the State in which that unit 
of local government is located; and 

( ii) in the case of a co!Jllty government, shall be added 
to and increase the entitlement of the State government 
of the State in which it is located. 

(c) Snow. AuooATION RtJU&-
(1) On!ox.A.L ~-A State may bylaw pmride for the 

allocation of funds among county areas, or among units of local 
goV8l'IUnellt (other than co~ governments), on the basis of the 
population multiplied by the gener&l tax efort facton of such 
a~ o~ units of local cove!DJDent, on the basis of the population 
multiplied by the relative mcome factors of such areas or units 
of local government, or on the basis of a combination of those 
two factors. Any State which provides by law for such a variation 
in the allocation formula provided bysubaect:ion (a) or by para.­
gra.pha (2) and (3) of subeeetion (bJ, shall notify th; Secretary 
of such l&w not l&t8r than 30 days before the~ of the first 
entitlement period to which such law is to apply. A.Dy such law ahal1-

(A) provide for allocatJng 100 percent of the aggrepte 
a.mo~t to be allocated under subeeCtion (a), or un«fer pira­
grapbi (9) and (8) of subeeotion (b); 

(b) apply uniforml.Y throughout th8 State; and 
(C) appl:y ~the period~ on the fiicst ::; 

the first entitlement period to whieb. it applies and · 
on [December 81, 1976.] a.~,. 80, 11JlJO. 

{9). Cmrrzno&TioN.-Pa~ph (1) shall apply 'Within a State 
~If ~e ~retary certifies that the State law complies with 
the . ~rementa of such paragraph. The 86etet&ry shall not 
eertify any such law with respect to which he receives noti.fica­
tiGD J.t.t.et ~ 30 da}l prior to the first entitlement period dur-ma wbioh it 1s t.O apf>IJ· . . 

(d) ~ · WllbHOft AND RJ:u'l"ZD Jtm.&-For p,___ poeea of this title- U.L-

[(1) UlOTB OP 100lL CJOYJIIDnoNT.-The term "unit of local 
government" means the go'V8l'lllllent of a countr, municipality 
~ship, or other unit of government below the State which is ~ 
un~t ~f general government (determined on the basis of the same 
p~c1ples as are used by the Bureau of the Census :for genen.I 
statistical purposes). Such term also m~ except for purposes of 
t!aragr&(b)ph8 (1), (2), (3), (6), (8) (C), and (6) (D) of subsec­
ti~ , an~ except for pu~ of subsection (c), the recog­
nized gove~ body of an Iridian tribe or Aluka native vil.lajie 
which performs subStantial governmental fmictiona.] 

(1) "'UNII' 0, LOOAL (}()YIRNI/1/ff',-

(.A) IN OINIIUL.-1'/ui tmn "vftit ofl,.z f.~ 
~ tluJ g~ of tJ ~' ~1HJI!ty or~ 
rlt.ip vlicl& il tJ Vllit of gMM'Gl g011~., tk~ by 
t/U B~ t~f t.W a...,. for gMM'fil8tati8tioaZ Pfii"PPOu, fllfd 
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{f) Ulfl'l'8 Ol" LOCAL oonaNKBNT LOCATIID m L'RQEII U'rlTr.-A. 
um~ o~ local governm~t sball be treated as located in a larger 
~ty lf part or all of 1ts geographic area is located in the larger 
•titJ· 

( 6) qm.T PART OF UNIT LOCA~ IN LABGER BNTITY.-If only part 
of a umt of local government 1!J located in a larger entity, such 
part shall be treated for allocation purposes aa a separate unit of 
Iocal_gove~t, ~d all computations sh&ll, exoept u otherwise 
proVIaed m regulatums, be made on the basis of the ratio which 
the estimated population of such part bears to t.De population of 
the entirety of such unit. 

(6) BoUNDAJtY aBANG:a, GOVZllNJO:NTAL DORGANIZATION, BTC.­
If, by reason.of ~~line obaDgeB, by reason of State statu­
tory or constitutiODal changes, by reason of anne.utions or other 
governmental n;or~ti~ or • ts, reason of other circum­
staB~ the applioatum of any pnmmon of this aection to units of 
local government does not ~rry out the purposes of this subtitle 
the application of such provimOil shall be made, under regulatio~ 
prescribed by the Secret&l'J, in a manner which is consistent with 
such purposes. 

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

{a) IN <h:lfiiRAL.-For purposes of this subtitle-
. · (1) PoPULA'l'loN.-J>opulation shall be determined on the same 
basiS as resident population is determined by the Bu"re*u of the 
Census for general statistical purposes. 

(2) lJRBANizm POPULATION.-ITrbanized population means the 
popUlat~on of ~I a~ co~ of a ceritr&l ci~y or cities of 
M,OOO Gr more inhabitants (and of the surroundiiig dlesely set­
tled ~nitory for such city or cities) which is treated as an 
urbanized area by the Bureau of the Census for general statistical 

P(1)7:;ooJD..-Income means total money income received from 
all ~u_rces, as determ.ined by the Bureau of the Censua for general 
statistical purpolle!J. 

{'). ~NAL nroo~-Pe1'80ual income means the mcomr, 
of !p-WVl~uals, as determmed by the J>epa.rtment of Commerce for 
nat1onal mcome accounts purposes. 

( 5) DADS FOR DlD'I'EBKINDtG ALLOCA.'l'tONII AND l!lNTITLE-
10NTB.:-E~pt as _Rrovided in regulations, the detennination of 
allocations and entitlements for any entitlement period shall be 
made as of the .tim day of the third month ~iately p~ 
the ~of such periOd. 

(6) l~AL TJWrSI'J:B&.-The b\telgovertu!lental 
tran8fe~ of revenue to any government are the amounts of reve­
n~e ~1ved by that government from Gthar pernmenta as a 
share m financi!tg (or as reimb1l1'18Dient for) the performance 
~~ functions, as determined by the Bu.-a of the 
~~ for general statistical purpoees. 

(7) DATA USED; UlOJ'OHKl'IT 01" DATA.-
(A) GENllRAL RULE.-Except as provided in eub~ph 

(B), the data used shall be the most recently available data 
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~rovided by the Bureau of the Census or the Dep&rtment of 
Comn1erce as the case may be. . dete 

(B) u~ OF ESTIXA'l'U, J:TC.-Where the Seeietat'y r­
. that the data referfed to in subparagraph (A) are ~ot mmes reb · eno'U!th to proVIde 

current enough or are not comp ellS1ve ch ad(iif 1 data 
for equitable allocations, he. may use su be IO~ded for 
(inclu~ data based on estlma.tes) as may proVl 
in regl!labons. ..,. f th · sub-

(b) I'NooJO TAX AMoUNT or STJ.TZS.-.t'Or purposes o 18 

&it.1tt- (1) IN cu:NEJtAL.-The income f.ax amount of any State for an' 
entltlement period is the income tax amount of such State as 
determined under paragraphs (2) ~d (S)ta. x amount of any State 

(2) lNCOHlll TAX AKOUNT.-1'he mcome 1 
f, ntitiement ~riod is 15 percent of the net amount ~ -
::redl~m the State individual income tax of 9Uch S~te dufg 
1972 or (ir later) dttrin.g the last ~lendar year ending be ore 
the oog!n.ning of such entitlement penod. S 

(3) CEIL'INo AND :!'L()()R.-The income tu amount of any tate 
tor a.ny entitlement period-

( A~ shall DDt exceed 8 pereent, and 
(B \ shall not be less t1ian 1 percen~. . . 

of the Federal individual income ta~ liabilities a~nbuted to 91!-ch 
State for taxable yeara ending dunng 197~ ot: (1f later) du!Ug 
the last calendar year ending llefore the be~ of such ent1, e­
vidual income tax liabilities &ttributed ~ any State fordany ~od 
such State and described as a State mcome tax un er section 
164( a)( 3) n1 the Intemal Revenue Code of 1954. Fed ral . di-

( 5) :F'Ei>EBAL INDIVIDUAL INOOJO TAX LIABILI'ftE8.,--:-. e m 
lhi.U be determined on the same basis as such liabll~ties are deter­
mined for such period by the Internal Revenue Service for general 
statistical pu~ 

(c) GnmtAL TAx EF:roRT OF 8TA'lt'.8.- . . 
(1) IN (DNJ!RAL.-For purpoees of thlB subtitle-

(A:) GENERAL TAX EJTO"RT l"ACTOR.-The ~tax effort 
faCtor: of any State for ani entitlement penod is (i) the net 
amo~t collected from the State and loeal ~es of su~. State 
during the most recent re~tting ~r, dinded by (n) the 
aggregate ~ income (as defined in pa~ph ( 4:). of 
su'Dsection {a)) attributed to such State for the same per1od. 

(B) GENERAL TAX mTORT AKOtnft.-The F.eral tax effort 
amount of any State for any entitlement penod is the amount 
determined by multiplying-

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

by (ii) the general tax ettort factor of that State. 
(2) 8-uTZ AND LOCAL T.A:.QI.-

(A.) TAXES TADN m-ro AccoUNT.-The State and local 
taxes taken into aecount under paragraph (1} are ~e ~m­
pulsory contributions exacted~ the State (or by any umt of 
local government or other political subdivision of the State) 



52 

for public p~ (other than emplGyee and employer ' 
~essments and contriliu~ions ·to finance retirement and social 
~ce v~ and other than special assessments for capi-

Btal outlayh 8,11 such contributions are determined by the 
IU'eaU of the Census for general statistical purposes. 
(~) Mosr ~T BEl'OllTING Dd.-The most recent re­

po~ year Wl.th ~ to any entitlement period consists 
~~ ~e y~rs taken mto account by the Bureau of the Census 
JJl 1ts most recent general deter.o:Unation of State and local 
taxes made before tlie close of such period. 

(d). G~ TAX EJ70JlT F.&oroa OF CoB.WTr ~~-For purpose11 
of thist~tulbtitle, ~ ~ral tax eJfort facl.or of any county area for any en 1 ement penoo Is--

• (1) the adjusted tues of the county government plus the ad­
J~ taxes o! ~ other unit of loc&l government lrithin that 
county ~ di"V!ded !J1 

(ti2)·the( )~) te lDCOme {as defined in paragraph (8) of sub­
sec on a attributed to that coun_!y area 

'TlO (e) ~ T.u EPPOBT F.&croa OP UNr.r o;. LocAr, ~ 
~or pUl'pOSes of this subtitle- .-

]ocal(l) IN CDNERA.L.-.-The. ~era! tax eJfort factor of any unit of 
government f~::!f entitlement period..._ 
4i~~~ ~; adJ tues of that unit of local government, 

(B) ~e ~te inomne (as defined in paragraph (3) of 
(2)u~:~~~attributed to that unit of local government. 

(A) Ilr GIIM.aAL.-The &(ljusted taxes of any unit of local 
government are-

(i) the compulsory contributions euctm by such gov­
emme:r:tt for public purposes (other than employee and 
employer ~ents and contributions to .finance retire­
ment and SOCial~ systems. and other than ~M~al 
~ents £or oap1ta1 outlay), a8 such cOntributions a.re 
~~~.•rned ry the Bureau of the Census for general sta.-

(ii) ~:( up.der rtgulatiOD$ prescribed by the See­
~) by excluding ~ ~ount ~1,1al. to.that ,P-Ortion of 
bsu1 compulaory contrib~bons which IS properly alloca­

e to ex~ lor education 
~B~~Df BALB8 TAUS CO~ BY OOVlf'miB.-In any 

(i) • ~unty govel'llD!ent exacts sales taxes within the 
geogra~hic area of a. umt of local government and trans­
!-ers part or all of such taxes to such unit without specif_y­
mg the purposes for which such unit may spend the 
rev811.UeS, and · 

(ii) the Governor of the State noti.&es the Secretary 
~atthtbe requirements of this subparagraph have been met 
WI respect to sueh ~ 

then ~ taxes so tr&DSferred shall be treated as the taxes of 
the unit of local government (and not the taxes of the eonW>hr 
government). -J 
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(f) RI:LA.'l'IVJl !Nco~ FACl'?L-l"or purposes of this ambtitle, the 
relative income factor JS a :fraetifRl- . . 

(1) in the case of a State). the numerator of w;hich is the ~r 
ca~ita income of the United :::;tates and the denommator of which 
is tlie P.er capita income of that Sta~ i . . 

(2) in the case of a county ar;ea; ~ n~!'rator of which J8 the 
per capita income of the State m which 1t J8 located and ~ de­
nominator of which ia the.~r capita income of that .county area; 

ants) in the case of a unit of local gowrJUDellt, the ,nume~ato~ ~f 
whlch is the per capita income of !Jle .county area ~ w;hich It JS 
located and the denominator of whieh IS the per eap1t& mcome of 
the geogra.phic area of that mrlt of 1~~ government. • 

For purposes o! this subeeeticm, ~r a.p1ta mcome shall bed~ 
c:m. the basis of moome· as deftned in paragra~h ( 8) of sulaction (a). 

(g) A.r..looA'l"llN RtJLM FOB Fin F.A.O'l'Olt FOJllltJU.-Fer purposes 
oheation106(b)(3J- . 

(1) .Al.u)c.A'I'lON OK BA8U OP l'OPULATION.-An! allocatiOn 
among the States on the basis of ~ation shall be made by 
alloca6ng to each State an amount wliieh bears the same ratio to 
the total amount to be all~ as th& pop~on of such State 
bears to the populatio~ of all the Stata . 

(9)" A.I.LoOATION ON BASIS 01' UliBANIZm J'OPULA'I'lON-hy allo­
.-tlGn an1ong the States on the basis of urban:tzed poP,ulation shall 
be made by allooatina: to each State an amount which bears. the 
same ratio to the tot&l amonnt to be allocated as the urbanu'«< 
~ation of such State bears to the urbanized populatiOD of all 
the States. 

(3) ALt.oc&'I'lON ON BA8t1 OP POPULA'l'ION IN9EB8&LT WEIOB"l'ZD 
POR PER CAPITA l'lro01D:.-An1 allocation among the States on the 
basis of })C?pulation inwl'lely weighted for per capita income 
shall be m&de by allt>cating to each State an amount which bears 
the same ratio to the total amount to be allocated as-

(A) the population of such State, multiplied by a fraction 
the numerator of whieh ia the per capita income of all the 
States and the denominator of which is the per capita income 
of such State, bears to 

(B) •he smn of t}M, produd.a determined under subpara­
graph· (A) for all the Statee. 

(4) .Au.oo.ATimt ON BABIB OP INCOKE TAX OQu..JIICftmWL-Any 
alloca.tion am~ the Sta~ on the basis of inoome tax collections 
shall be made Dj allocating to each State an amount which bears 
the same ratio to the total amount to be allocated as the income 
taz amonut of such State bears to the sum of the income tax 
amounts of all the States. 

'(6) .Al.t.ocATIO:fr ON BASIS OP GENI!:BAL TAX 1D'J'Olrr.-Any allo­
cation among the States on the basis of general tax etfort shall be 
made by allocating to eaeh State an amount which bears the same 
ratio to the tota.l amount to be &llocated as the general tax effort 
amount of 8uch State bears to the sum of the general tax e1tort 
amounta of all the States. 





56 

. ( V /) cruing ntrictitm.s on the bOf"J''Wi.ng o;nd ta~­
~ng powers of loco}, governments. 

( ii) other chalnges designed to strengthe-n local gov­
ernment in mettoopolitan areas, as by--

(/) liberalizing 17IAIIflicipal fJ/11/ne~ation of unin­
c:f2ated areas,. 

//) aetti"!'fl mini~ standards of poptilation 
a . po'[J'Iilatii>n dens~ty for proposed new incorpo­
rat~,. 

(///) o:uthorieing city-tm.IJ1&ty conaolUJatio;n.,· or 
transfers of specijiid fwiw~ 'between '111A.IJfliciplll­
itiea and countiu ,· · 

(IV) o:uthorizi"? i'IIJe?-gtWernmental contracts 
for the provisihn of services,. .en lfuthorizing '111/U11'licipaliti& to e~erai8e wtra­
te'rrl.toritfl platntning, zoning, and 81iJJdivision control 
over un~ncorporated areas not IJ'UiJject to effective 
cOf.IIIIJy regtdation ,· 

( y /) restrictVng_ zomng autlwrity in metro­
pot~tan areas to met'l'opolU~ bfJdliu larger munici-
Pal:ities, countiq, or t~ Stats; ' 
~ (Vfl) autllh'riziJnd the f~ion of regional 

f'TIAilt~jwnctional bodies for lwusi'Jf! 'Miltn care 
social, 8e1"1Jices, parla and 1'8~, and wate; 
sewer facilities · iund 

(VIII) eat;Jli-sMng State standards of account­
olJill!y in. t~ planning process f.1lnd tJpetoationa of 
ape~ dMt~cts,. boards, cfYTI'III'nli8aions o;nd official 
ag~ not d~reat'/;y subordinate to a general 
gove'NIITMnt. 

(/) REPORTS AND REOOMMENDATION8.-Tll,e 8e(}l'etm-y sll,all report to 
Oong1YfBB at the ~nd of eacll, fiacal year on tne progress made by each 
:tate tn devef,_oping and carryilng out a master p'lahi and timetab'te and 

ased on lf!.Wn prof!ress, shall 'fi'II(J}ce recommendations concerning tne 
goal Bet fortll, in this section. 
[SEC. 121. REPORTS ON USE OF FUNDS; PUBLICATION 
~(a) REPoRTS ON UsE OF :r:UNDs.-~ach State government and 

un1t of local government whiCh receives funds under subtitle A 
shall, after th~ close of each entitlement period, submit a report to the 
S~cretary ~ettmg forth.the amounts and purposes for which funds re­
ceived d~nng such period have been spent or ol>ligated. Such reports 
shall be m such form and detail and shall be submitted at such time 
as the Sec1·etary may prescribe. 

[(b) _REPORTS ON PLANNED UsE oF 'FuNos.-Eachstategovernment 
and. .umt of local government which ex~ects to receive funds under 
subhtJe A for any entitlement period begmning on or after January 1 
_1973, shall submit a ~port to the Secretlj.ry setting forth the amounU: 
~nd purposes for. which _it plans to spend or obligate the funds which 
It expects to ~eive durmg such penod. Such reports shall' be in such 

·fo~m an~ detail as the Sec~eta~y may _presc~ibe and shall be submitted 
at such time befot:e the begmnmg of the entitlement period as the Sec­
retary may prescnbe. 

(~e) PuBLICATION AND ~BLICITY OF REPOOT.s.-Each State govern­
ment and unit of local government shall have a copy of each report 
submitted by it under subsection (a) or (b) publlshe~ in a l!-ewsp.ap~r 
whic). is published within the State and has general circulatiOn w1thm 
the geographic area of tha.t govern!llent. Each Stat~ government ~nd 
unit of local government .shall adv1se the news med1a. of the publica­
tion of its reports pursuant to this subsection.] 

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

( q,) REPORTS Olf PROPOSED USE OF FUNDS.;_E acll, State f!006NIII1U3'11.t 
an1l untt of local government which e~pects to receive fUnd& 'Willer 
subtitle A or D for any entitlement period beginning on or after J anu­
ary 1, 1977, shall submit a report to the Secretary 86tting_ fOf'tlt the 
amounts and purpose8 for wMch it ~roposes ttJ spend or o1>i-J?ate the 
furuk whicn it e~pects to 'recei~e d;u:rfll'4 f!U(Jn perlod aJ1 compa;red 1J!ith 
the u.!e of similar fwnds du'l'ing the two i11'!4'Mdiattly preced~ng ent~tle­
menl periods. Eacll, such repurt snall include a comparison or the 
prop'Oaed, ciurrent, ~~ past use of sueh f.unds to the relevan~ fwnc­
tioMlltems in its otficiat bt«lg-et and apec~fy wnetner tne proposed use 
ill fM a completelty new actilvity, for the ertJpansion or continuation of 
an e~iating activity, or fort~ stabilization or reduction. Sucn 1"6.port 
shall De in sucn form and detail as the s~cretaJry may prese'ribe and 
shall be submitted at such time bef-ore tne beg~'>nning of the entitkment. 
pe-rloq as the Secr~taf'Y may prese'ribe. 

(b) REPOllTS ON UsE oF FUNDs . ..._Each State g(}fl)emment and unit 
vf local gove'I"MMm which reteitues f.Jmill 'llhl4tr sUbtitle A or D &nall, 
after the close of each entitlement. period, submit a report to tne Be(}l'e­
tary (1bMt11t 'f'eport sMll 'be a1Jailable to the public for itu!pection and 
?'eproduction) setting for~ II, tne amounts anf! pu:rP.oses of wMch fund_s 
recewetl dturtlfl{/ such perwd Mve been appropnated, spent, or obl~­
gated t.z't/1,(], shoteing t'lie relatiMuJhip of tMse · f'lli1Uis to the relevant 
fu'J'UjiJWnal items in the f!01Je1"f1111'1:Mt's official budf!~t. Sucn reP.ort all,all 
furthff pr()Vide an ellJplaMJWft, of 'all differences between the actual 
use of fivnds 7'eceived a'flil iAe proposed use of B'UCk fuffils as reported 
to tl1e 8ecreta1'Jj under BUbsection (a). Such nports shall be in such 
foH'!t and detail and anall be submitted at such time as tne Secretary 
'frlli1 p1!e8cn'be. 

~&) PtJB£.!0 Hi!ARI'NGS fho~tREtJ,--
(1) PRE-REPORT HEARINo.-Not less than 7 calendar days be­

f<»-e the submission of tne re?.orl 'f'equired under BUb section (a), 
each State g0'1J61VV/1tent or unit of local qove1'71h'Mnt widen e~pects 
to -teoeilve fwruJs under subtitle A or D for tm1!f entitlement period 
~ginning on or afteto January; 1, 1977, sll,all, after a4equate 'J)'I.iblic 
Mtice, luuve at least one P.tf:blic hearing at wldch citizem slw1l nave 
tll,e opport'IJ!IIi,ty to provide written and oral cO'TTIIIMnt on the pos­
sible mea of such funds. 

(f) PRE-BUDGET HEA~tNo.-Not less tll,a;n 1 ()(J],e,ular daya be­
fore the adoptiO'II. of its budget as provided for wnder State and 
~ocal law, each State f!OVern7ntmt or unit of local government 
whicll, e~pect8 to recei1Je fwnda tlhl4,er subtitle A or D for any en­
titlement pe'l'iod beginning on or aft61' January 1' 1977, snallluive 
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at least one public hea,.l,ng on the proposed use of f'l1lnd8 made 
available under subtitles .A and D in relation to its entire budget. 
.At 8UCh hea,.l,ng, citizens shall have the oppurtwnity to provide 
written and oral com;rnent to the body responsible for enaoting the 
budget, and to have answered Etiona conce'T"'''ing the entire 
budget and the relation to it o Wn.ds 'ffUl.(],e available under 8Ub­
titles .A and D. Such hearing slz l be at a place and time that per­
mits and encourages public attendance and participation. 

(3) lVAIVER.-The provisiona of paragmpli (1) may be 
W~ttWetj in 1Dhole or in part in accordance with regulations of the 
Secretary if the cost of such a reqll,irement 'would be unreaaoiuihly 
'burdensome in relation to the entitlement of 8UCh State govern­
ment or unit ()flocat government to fwnds made avauable under 
subtitles A and D. The provisions of paragraph (~) may be 
waived m whole or in part in acaM"danae with regulatioN of the 
Secretry if the budget processes required under applicable Stale 
or local laws or charter provisions assure the opportunity for pub­
lic attendance and participation cort.templated by the provi8iQns of 
this subsection and a portion of such process includes a hearing on 
the proposed use of funds made available under subtitles A and D 
in relation to its entire budget. 

(d) NoTIFIC.dTION AND PuBLICITY OF Pr;nuc HEARINGs,· AacEss TO 
BuDGET SuMMARY AND PRoPoSED AND AcTUAL V SE REPORTS.-

(1) IN GENERAL.-Each State government and unit of local 
government which eaJpeats to receive funds under subtitle A or D 
fur any entitle'T11£nt period begirming on or after January 1,1977, 
shaJl-:... 

(A) 30 days prior to the public ~ring requb'ed by sub­
B6otir.m (a) (~)-

( i) publiJJh amwpim.~JQWJ~, in at least one newspaper of 
general circulatifm, the prop()8ed use report req1,tired by 
subsection (a), a narrative summary setting forth in 
simple l<mguage an e~pla114tion of its poposed official, 
budget, fJII1.d a notice of the time and place of such public 
hearing! and 

( ii) make available for inspection and t'eprodu(Jtion by 
the public (at the p1"i;rwipal office of such State govern­
ment or unit of local g{)1)erntment, at public libr~, if 
any, within. the boundaries of 8UCh a unit o flocal govern­
ment, and, z.n the case of a State government at the main 
libraries o.f the principal munid1J4litiett of 'such State) 
the proposed use rep01't, the narrative summary, its of­
fical budget which shall 8pecify with partic7tlarity 
each item in i ts official lnuiget which will be funded in 
whole or in part, with /Wn.ds made available under ~b­
title A or D, and for, each such budget item, shall specify 
amount of such fwnds budgeted for that item and the 
percentage of total e:vpenditures for that item attributa­
ble to 8UCh funds,. and 

(B) wit!Wn 30 days after tuloptdon of its budget as provided 
for under State or local law--
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(i) publish conspiauoualy, in at least one ney;spaper ~~ 
general circulation, a narrative sum;nary s~ttvng 'forth }n 
simple lang'IUJ,ge an ewplanation of its official bUdget (m­
cluding an eaJplanation of changes from the proposed 
budget) and the relationship of the use of funds made 
available under subtitles A and D to the re'tevcmt func­
tional items in such budget; and 

( ii) make such swm;rno:ry avauabl~ fo,r w pectW'n and 
reproduction by the publw at the r n;runpal office of 8UC~ 
State v{)1)ernment o; Wf~-it of local gov!lrnment, at pu!Jlw 
libra:rws, if any, wz.thzn the bounda7'W8 of BUCh unit of 
local govern'Tll£nt, a_nd, in the ciU!e of a State (l~~nt, 
at the main librarws ef the p1'111UJ1-pat mu71Ul'tpal~tws of 
such State. 

(S) 'W A.IVER.-The provisions of paragraph (1) ma'!!. be 
waived in whole or in part, 'with respect to publication of the 
propos;d use reports and the narrative summaries, in accorda'I}Ce 
with regulations of the Secretary, wMre the cost of such publtca­
tion would be unreasonably burde'Mome in relation to the enti tle­
ment of such State govemmeftt or unit of local gO'Vernment to 
funds made available wnder subtitles A and D, or where BUCh pub­
lication M otherwise imprac~icaJ, or infeasible. In addition, the 90 
day provi:siotn of paragraph (1) (A) may be 7Mdified to the ~ini­
mJUm extent necessary to compl;y with State and local law if the 
S ecretary i8 satisfied with the citizens of the State or local f/{)1)• 
eminent willreeeive adequate notifiaation of the propo$d use of 
funds, consistent with the intent of tM-8 seation. 

(e ) REPORTS PRoVID~D TO THE GovERNOR.-.A_ copy of each report 
required under subsections (a) mtd (b) filed 'llnth the Secretary 'by a 
1m it of local govern'n'tent which receives fwnds under subti tle A or p 
shall be provided by the Seeretarv to the Governor of the State m 
1.ohiiJh the uwit of 'weal government i:s loaated, in BUCh manner and 
foWn as the Secretary may prescribe by regulation. 

(f) PLANNED USE REPORT TO AREAWIDE 0RGANIZATION.-At the same 
time that the proposed use rep&rt is ptiblished and publicized ~n ~­
cordanpe with 'thu section, each ttni t of local got•e1'1VInent whwh u 
'within a metroptXitrm area shall submit a copy of the proposed use 
repr'Jt't to the areawide organization in the metropolitan area which 
u formally ehttrued with oarrying out the pro1}i.<Jions ofseation f04-
of the Demonstmti.on Cities and 111 etropolitan Developm-ent Act of 
1968 0~ V.S.ff. 333.4); section .1/)1 of the Intergovernmental f!~oper­
atidtt A ct of1968 (4!8 U.S.C. 4~31); or section 30f of the Housmg and 
Community Development Act of 197,J. (4~ V.S.C. 4S1). 
(SEC. 122. NONDISCRIMINATION PROVISION •. 

[(a) IN GENERA.L.-N? perso1,1 ~n the Umted States shall on ~~e 
ground of race, color, national or1gm, or sex ~ excluded .fro~ .part~Cl­
pation in be denied the benefits of, or be subJected: to discn!lunat10n 
under any program or activity funded in whole or m part With funds 
made available under subtitle A. 

[(b) AuTHORITY OF SECRETARY.-Whenever the Secretary .deter­
mines that a State government or unit of local government has fa1led to 
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comply with subsection (a) or an applicable r~latipn he shall notify 
the Governor of the State (or, in tlie case of a unit of lo~al government 
the G?vernor of the State in which such unit is located) of the non~ 
c~mP.hance and shall ~uest the Governor to secure compliancl'\. If 
Within a reasonable period of time the Governor fails or refuses to 
secure compl~ance, the Sec~eta.ry is authorized (1) to refer the matter 
f1 ~he A~torney. Ge!leral With a recommendation that an appropriate 
Civ:il.actiOn be mstltuted; (2) to exercise the powers and functions 
provided by title VI of the Civil Rights Act of 1964 ( 42 U.S.C. 
2000d); or (3) to take such other action as may be provided by law. 

[ (c) AtrrHoRITY OF ATTORNEY G~L.-When a matter is referred 
to the Atto~ey General_pursuant to subsection {'b) , or whenever he has 
reason to.beheve that a State g_?ve:nm.ent ~r unit o£ local g:oyernment is 
eng~ged m a pattern or practice m viOlatiOn of the Rrov1s1ons of this 
se~t1on!.!h~ Attorney G:ene:al may bring a civil action in any appro­
Pt:-ate !--Jmte4 St!lt~s d1~tnct ?Ourt for such relief as may be appro­
priate, mcludmg ihJUnC.tlve rehef.] 
SEC. 122. NONDISCRIMINATION PROVISION. 

(a) PBOHIB~t:I,ON.-(1) In_ (h:.NBR~L;-No pe'l'sonskall, on accO'Uint of 
rq,oe,, cf>ktr, 'l'el~ ~e~ na:twnal Orlfl?-~ age, or hatul4capped statWJ, be 
~a:clwlcd f:om, JX!"t~pation in,· be denied tM O(!(Mfi~ of, <Yr be sub­
~P~e¢ to ~mJI/1¥ztwn u~r any program; or "aatitvity of a S tate gov­
e'rJ'I/melnt or unit of .local government which governrrumt or unit 'l'eceiveg 
I~' made (1/f),aualJl-e u'Tider su'/)title A or D. The fl"'''J'i,8ions of this 
P'frrn,r~sl;-aU be ~e~~ 
· · j4} "'"}.accordanee with titleall,.lll, IV, VI, and VII of the 

O~viZ R~g !tts Act a./, 1,!)(14.~ as ameruled, title VI II of the Oivil 
..P~ghts il.ct <'f 1968, as fJ/rr~..ended, atn.d title IX of the Edlucation 
47M~nta of !97~, with 'l'~ect to dia:c:rimin.ati0l, on the baa~ 
of raoe, r~.<~lor, reltgion, sex, or national origin· 

(13) i'll. ~{)or.da'!We .with the Reh.abilitat~ Act of 1979 with 
r.e•l?ff!~.!o dUJortm"t'J'I£liu;n on the ba$is Q../ 'ha!Mioapped status·~ 

( U) ~n accOTdance, wit4 the .dg.e Discrimination Act o/ 1975 
~ 'l'espeat to diacrirmi1U).tion on the bam of age, 'IWtwitluJtand­
m~~__the dt~/e1'7'ed Cf!6cti'1J~~Bl)f such. Act. 

{2) Exo&PTIONS.-
(4) FuNDINQ.-TlJ,e p~ of paragraph (1) of thi8 aub­

sectton shall 'IWt appl;y w'Aere any State gove'f"nm..ent or unit of 
local govern'l'fl..ent proves by a prepondertmee of the evidence that 
~ nof!ra"'!' or Cf(Jt'ltmty with respect to wldck the allegation of 
dl8crtm~natwn has been made is 'IWt j'IJQL(],ed in whole or in part 
direpthJ or ifUiirectly, with /u'Tids made available 't.II1'Uler subtitl; 
A or JJ. 

(B) 00NSTRtJOTION PROJECTS IN PROQRE88.-The provisions of 
paraf!raph (1), relf!,ting to diaarimination on the bam of ha:ndi~ 
capped statWJ, sh.ali not appl;y with respect to const'l'UCtion p7V>j­
ects commenced prior to J a'fi/Uary 1, 1977. 

(b) AUTHORITY OF THE SE()RETARY.-
(1) NoTICE.-WMnever there has been-

(A) publication or receipt of notice of a finding afte1" 
f&Otic#J and opportunity for a heari-ng, by a Federal oJ. State 
ouurt, or by a Federal or State adminiatrrativt age'M'!J (other 
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than the Secretary under subparaqra;ph (B)), fo .the .effect 
that there has been a pattem or pTMtwe of dUJcn;rmnatwn on 
the basis of race, color, religion, sex, national origin, age, or 
ha!ndicapped status in any program or activity of a State 
govern~t or unit of local gO'?ernment, which .gove1"ffllnent or 
unit recewes fund8 riw.de (JA)azlable under .fi'Ubtztle A or D j or 

(B) a determination that a S tate g()1)e7"ff,ment or unit of 
local governme-nt is not in compliance with subsection (a) 
(1) after a.n investigation by t'fe Sem:etary, prior to~ hear­
ing wnder pfJ:ragraph (4), but ~ncluibng an oppQ'rlwruty for 
t'M State government or unit of local government to make 
a docwmentmy .~ttbmiasion regardi'llg the alkvation of dia­
arimination or the funding of such program oj activity with 
fwnd8 made availalJle under subtitle A or D j 

the S ecreta:ry shall, within 10 days of such occurrence, notify the 
Gove1"1W7' of the ([,fleeted Stat(J, or of the State in which an affected 
unit ofloc(J)l govemme'll;t ia locate</, and the chief ea:ecutive officer 
of BUCh affected wn,it of local govemment, that li'UCh State govern­
m,ent or unit of local government iB presumed, Mt to be in com­
plia~ with subsection (a) (1), and sluillre~st li'UCh Gove1"1W7' 
and 8'1UJh chief ea:etJUtive office'l' to seaure complimwe. FQ1' pu1'­
p0868 of subparagraph (A), a:finding by a Fuieral or Stifle ad­
miniatrative agency ,Juill 'be aum,ed rendered OJjter notwe and 
opportwnity for a hearing if it is rendered pw'suant to procedy,res 
consistent with the tn'~ of BUbchap~'l' II of chapter 5, 
title 5, United States 0 0/U. 

(S) VoLUNTARY ooMPLIANOE.-ln the event the Gove1"1itJr or the 
chief ea:ecutive officer seaures complia4We aftef' 'IWtice pwrsuant to 
paragraph (1), the terms and conditions with which the affected 
State govemment or ti!Tii,t or local, gove'f'f'II11Umt agrees to oompl;y 
sluill be set fMth. in 'IJYritliA1,g and signed by t'M GoverM'T', by the 
c'Mef exetJUtive officer ( iln th6 event of a violatiotn by a wnit of local 
gQVe~) OJnd by the SeoretlM"!f and t'M .Attorflsy General. At 
leaiJt 15 days ;mo,. tO the ef!Mtitve date of the a.g_1'6e'ITitMLt, the Sec­
lf'etltry shailsend a copy of the agreement to eaiJh crJfJ'TII!Jlaitnant, if 
any, with twpeot. to suck violation. r_:he t(ovef'IM'I', m: the. chief 
executive qfficer ~n the MPMt of a vwlatwn by a oo~t of local 
qovernment shall file semian111Ual repfJrts with, the Sebretary and 
the Att~ deneral detailing the 8teptJ taken to comply with 
the agreement. Within 15 daytJ af re~pt of suck reporpa the Sea-
1't'tarjf shall send a copy thereof to each such complaiMnt. 

(~) SuSPENSION AND RESUMPTION OF P.iYMENT 01' FUNDS.-
( A) SusPENSION AFTER No'I'roir._.:._lf, at the conclusion of90 

days after_ '1Wt1-ytcation 'l.llll.der parr;r,graph ( 1)-
· ( i) a compliante agreetrient "haJJ 2i.ot been entered into 

u:ruur paragraph (~), . 
( ii) compliance has Mt been secured by the (}QVernor 

af that S tate or the ch~f ~a:etJUtive officer of that unit of 
local gov~'l"11J1'Mnt. and 

(iii) an administrative laM judge has not made a deter­
mination 'UhUler paragraph (.$.) (...4.) that it ia likely the 
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State gove'NI!lne1tt 01' unit of local government will prevail 
on the merits, 

the Secretary sluill notify the Atturney Getteral that com­
pliance has not been secured and shall suspend fttrther pay-
7Mnt of any !wnds under subtitles A and D to that State gov­
ernment or that 'I.Wiit of local government. Such 8U8pension 
shall be effective f01' a period of not m01'e th:an 120 days or if 
there is a hearing 'IJITI.der paragraph (4-)(B) not mor~ than 
30 days alter the aoncl!usio1tof such hearing. ' 

(B) RESUMPTiON OP PAYMENTS SUSPENDED UNDER SUBPARA­
GRAPH .<A>" ·-:Payment of the suspended funds shall resume 
only tf,.._ · 

· ( i) tnlflh State government or unit of local govern7Mnt 
e~tets ~nto a co'UIIplicmce agree7Mnt approved by the 
~e.cr;~tlf,ry and the Att()1'1'1,ey General in acc01'dtmce with 
para:~raph {9J); · 

(n) ,8UC'h 8tlit:e.g01Jerywnent or wnit of ltJcal govemment 
comphe8 fUlly mth the ji'lial order or jlu!g'/TI,ent of a Fed­
eral or State c~t if that Mder or ftll!g'tMnt covers all 
the 'l'nattei'fJ rat.ed tJ'!f t'feSe&t'8ta11J in the notice purlitubnt 

.to pafufJraph (1), or m /i:ntnd to be in comp'l!tmwe with 
1f1tbs,e?tum ( ~) (1) 'hysuiJ'h court; or 

.. n ()~i~} t7te ·:Se¢:e"!J:'i-y 'fif/(l$~ pursuant to parag~aph. (4) 
1..¥1' , that ~pli(b~e Jla8 'Mt b~ de~trated. 

(~! :\ 8USPI!NSTON 't!JiON 'AOZ'i~N BY A~?RNE:: GEN'I:N'AL.­
W IW'I'IeVer the A ttorn.ey GMM1"tit 'fiks a mml actwn lil~ging a 
pattern or prtu;tice of discrimi'IUdory eo9ui;uct· on t~ 'lil~M8 of 
1YJC.e, cO_lor, rehgiv1t, B8f1J, nat~ origin, age; ~ lw,ndicapped 
s~. tn OJny f>1'09'1:011'(!, or <?Ct!v~ty of a State fl~Nt~nt or 
"f'iit of locali]o~~, ~h State rJo'Vei"ltment or wnit of 
~~~aal · g.QIVe1"nn!R.6nt P'e'~ewee fv;nlh made fiiiXIi.la.ble 'IJ!Nie'f' -ll'Ub­
tit.le A · V1' D, arkl neiith'6r ) party witlt.m: ~ days after .such 
f/i:ing has been gran.Md s'IJ.<Jib Pf:elimi'M'J.'tl 'l'e/tief with .Jf~'(N{d to 
the ~~N:m 01' pay.mw of /'wule (J,I may be oth6f"'1Jd8e ®ail­
able 'hy l<J;w, Me&~~ shall ftt6pJJ'Ni ~Iter pa~t of 
a'lty !Wnda ry,nder subt~tles A: a'JUi ./) to that State g~e'I'Wnent 
or}Mt 1Mit ~Jf !«~ 6-~'lii$ wd.il ~k 'Jif1U3 as the (J()Urt 
~I»W8'rft/Jtt~'fil ~~~ • . 

(.I.) Hli:Al/]NOSj OTBER fiaTlQ.NB.-

. (-f1~, P_~lMIN,dRF IJKI4IUNO;-..Withi.n th6 fb's.t 30 daya t~,fter 
'1Wtiji~qt11J:1.1, 'lblll/,er paragraph- (1) (B), the Bt(lte Q{)WN!rrnent 
l!'l' wnit of ~ gove~ m;ay '1'~(j'IWt: an.e(lpedited ~lim-
1111,(1/f'?f n;eaNng by ~ f!Ai't'f~nuJtrat~ve law J'U(tge in tnYkr to 
·detflZW!/<-ne whether' it UJ l~keZy that the Stait government or 
un~t of local gove'l'7t~t ~O'UU, at a full hearing under sub­
P~'!_aflrapk .!B) of t/1,1,8 pa'l'agraph, prevail fm the merits on 
tn~ uaue of (he allege(/ nt>'M<tmpliance. Such judge shall 
ren<f,er a. find~ng. M'f'euruler witlwn the /}():daJ! period after 
rwtificatum ~,. paragr¢'(''4 · ( 1) ( Q). A Ji#1ttir:w under thi,g 
subparagraph by the ~nist;qo.a#ve law jtr,dge in fav01' of 
b¥ State fl~mme.nt '()')' ,ur~,it of local goveNtment shall defer 
w 8U8pe~ aff'&fii'IJis 'IJ/ll/ier par¢graph ( 9) until the 9J10th 
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day aftet> tlw issuance oj a n.otic.e of 'IWfWO'TfbPlia,rwe '!'fU/,.e'!' 
paraf!roph (1) (B), 01' until 30 days after the cO'IUJ.lu.swn uf 
hea'l"';ng on the meritB under subparagraph (B) of thu para-

graplh . f t'fiA~o~.:~-(B) OoMP'LIANCE BE&RING.-.At any t~ a ter no 't ~~· 
wruJm parogrwph (1) but bef01'e the conclilaion of the 120-day 
period referred to itn. paragraph .(3)A, a SL"ate ~overnrr:ent or 
umt of 7,.o<Xil g,o·ve'N'IITbent may request a heanng, whzch the 
SecrtJ~411/ ahaU i'llitWe within 30 d.ays qf BWJh reques~. Th;e 
SeC'T'tt.(Jry may also irdtiate a hearifg itn case of a findzng zn 
fooor of a State government o~ un~t of local g<YI!e'f'!l'ment un­
der JJU'bparograph. (A.) of t~u paragrapf~· 'JV~thin 30 dtrys 
after the conclmion of a heaNng Under tlf,zs subpa:agra:ph, 07', 

in the <ibsenc~J of a lua.ring, within~10 qaifs q,fter zssuance of a 
wtice of n9nCmnJJliance urwkr pq:ragraph .(1), the Secretary 
sluiU 'lrW.ke a fi'fl.(/ltng ()j .compliance or rw;w~P~ianc~. If the 
Secrretary makes a ftndmg 01 rwr;.complwrwe, tJw SeC1'~tary 
shall (i) 'll.()tify the .Attorney General otth.e Un~te~ ~tates. ~n 
order that the A~to.rnev. General may ~nst~tute a et1Jil actwn 
~ BUbaectiun (j:;), ~{ii) terminate the payment Qj /wnds 
muter sUbtitles A. a?Ul E: and, (iii) if aPP!opiate, ~elk repay­
ment of. 81/Ch funda. If tlbe Secretary ~es a find~ng of com­
p'UaiJwe, payment of the BUSpended fivtuts shall t;eswme as 
pr.tWUkdin:paragraph (9) (B). . 

(5.) Jmnru.a ,ll$Y.fll!W.-Anu S!ate gov~r'fli17lf3nt or un~t of local 
gov~~t agg,ril3ve-d by a fjlrla.t determ~nat~ of. the ~eC1'et:Lry 
'Wn.Jer. f(J(I'<I{Jrip'h ( J.) 'fJWi!l appeaf such determ~Mtum as provided 
ina~twn 143~c). · 

(c) AuTHoRITX oP ATTOR!f'EY GENERAL.-Whenever the Attorney 
General has reason to believe that a State f!OVe~nt or unit of.locql 
gov~ luu engage(/, or iB ~ngagitng m a pattern 01' 'practwe tn 
violation of th£, prrvu~ of this se,ction, t'he AttO'T"'''JeU qeneral may 
brirltg a c/;vil acti«n in an approprwte United Stat~ .iltstrict court. 
Such cowrt rntry gra:nt as 11eZieJ any temporary r~tr~'.bni'llg rfder, pre­
lim~cy or pe'T"llUl'Mnt injunctlon, or . other order., as neaess_ary ~ 
appropriate tp wwr.e the full.e.nj~ymerJ,t of. the; m,gh,ts deacnbed m 
this s6ction., ~ncl!uding the susp~?""' terrnilrl.at~, pr repaument of 
fu'Tii/,s made available under th~ t~tle, or p'ta.Oi'MJ ap,y . furt.~r Pfl'Y­
ments .wnder this title in escrow pendi11{! the, outcome of. t':e ltt~gatwn. 

Cl.l) AGREEMENTS BETWEEN A.o~NcrEs.-'f!he SecretUJT'y shall e~er 
infO agreements with State agerwus <md mth other·Fede'IYil, age'fW'I.eB 
autkiri,zing: IJU(J}L fl:fl6ncies to ilrwestigate 'fi,OnC{)mpUance with subsec­
tion '(.a)~ The (lgi'eeiMnts shall descr{be the cooperative ejfO'l't, to be 
ulfldertaken (iruiltt-<f,ing the sharing of cimil rights Mjarcern.ent per­
so1vneZ and resources) to secure coml!liance with this section, atnd Bhall 
provw for tlw immediate no'tificatzon of the S ecretary by the lltt01'­
'M'!J 'tJ.eneral o,f any actioruJ i11.8tituted under 8'Ubsection (b) ( 9) ( 0), 
svlJ8ection (c), q'r under. any other Federal civil rig'htt $tatute or r,egu­
latitms is8'1,iea there'I.I/IUJer.. 
SE~. 123. MISCELLANEOUS PROVISIONS. 

(a) :A,.ssURAl<OEs TO THE SECRETART.~In order to qua.lify .for any 
p~t under ~btitle .4: for :any entitlement period beginnil).g on or 



64 

after January 1, 1978, a State government or unit of local government 
must establish (in accordance with regulations preseribed by the Sec­
retary, and, with respect to a unit of local government, after an 
op_eortunity for review and comment by the Governor of the State in 
which such unit is located) to the satisfaction of the Secretary that-

(I) it will ~stablish a trust fund in which it will deposit all pay­
ments it receives under subtitle A or D; 
. (2) it will use amounts in such trust fund (including any 
mterest earned thereon while in such trust fund) during such rea­
sonable period or periods as may be provided in such regulations; 
. [ ( 3) in the case o~ a unit. of local.government, it will use amounts 
m such trust fund {mcludmg any mterest earned thereon while in 
sue~ trust fund) only .for priority expenditures (as defined in 
~t10n 103 (a) ) , and w11l pay over to the Secretary (for deposit 
m the general fund of the Treasury) an amount equal to 110 per­
ce-!lt of any amount expended out of such trust fund in violation of 
this paragraph, unless such amount is promptly repaid to such 
trust fund (or the violation is otherwise corrected) after notice 
and opportunity for corrective action;] 

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

(5) itwill-
(A) use fis~al, .accountin~, and audit procedures which 

conform to ~dehnes established [therefor], in wnfO"r!nity 
with aub~ectUYI'I.: (c) of this section, by the Secretary (after 
consultation with the Comptrol!er General of the United 
States) 1 and conduct independent financial; audits iln ac~­
ance 1mth generally accepted auditing standards as reg:uired 
bygaragraP,h (~) of such subsectUm, 

B) provide to the Secretary (and to the Comptroller Geil­
er of the United States), on reasonable notice, access to, and 
the right to examine, such books, documents, papers, or rec­
ords as the Secretary may reasonably require for purposes of 
reviewing compliance With this title (or in the case of the 
Comptroller General, as the Comptroller General may reason­
ably require for purposes of reVIewing compliance and oper­
ations under subsection { c }( 2) ) , and 

'(C) make such annual and interim reports (other than 
reports require~ by SeGtion 121) to the Secretary as he may 
reaSQnably requ1re; 

(6) all labore!'s and mechanics employed (by contractors or 
sulx?ontractorsJ m the performapce of work on an;r construction 
pr?Ject, ~25 percent o~ more of the costs of which project are 
pa1d] wliich u funded m whole or part out of its trust fund estab­
lished under par~~raph (1}, ~ill be paid ~age~ at rates not less 
than ~ose preva1lmg on Similar constructiOn m the locality as 
dete~med by the Secretary of Labor in accordance with the 
D!l-vis-Bacon Act, as amended (40 U.S.C. 276a-276a-lS) and that 
w1th :respect to the laho_r standards specified in this para~ph the 
Secretary of Labor shall act in accordance with Reorganization 
Plan Numbered 14 of 1950 {15 F.R; 3176; 64 Stat. 1267) and goo; 
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tion 2 of the Act of June 13, 1934[t as amended] (40 U.S.C. 276c) 
, ea:cept tlud nothing in this subsection shall ~e con8trtJ..ed to 
cover work perfO'l"''nea by a state or looal juriadiction with it& oum 
reg'Utlar, pe'1'1'l'ltanent laborers or mechanic8 ,· 

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

'(S), in the case of a urtit of local government as defihed irt the 
second sentence of section 108 (d) ( 1) (relating to governments of 
Indian tribes and Alaskan native villages), it will expend funds 
received b:y: it under subtitle A for the benefit of members of the 
tribe or village residing in the county area from the allocation of 
which :funds are allocated to it under section IPS(b) (4). 

Para~raph (7') shall apply with respect to emptoyees i:rt an.y clttegory 
only 1.'f '25 percent or more of the m~.ges of all employees o·f the St ate 
goverpment or unit of local government in such ca:teg<:~rf are paid from 
the trust fund established l>y it unclel' pal'agraph ·(1). . 

(b) WITHHOLDING OF pAYMENTS.-If the Secretary detenmnes that 
a State government or unit of local gov~rnment has failed to CGqlply 
substaP.tially with any pro~ision of s4bsection (a) dr any :regtilations 
pr~nhe~ t,hereunder, after giving reasonable :noti~ and o-pportunity 
for a hea:rrng to the Governor of the State or the chlef executive' officer 
of the unit of local goverwnertt, he shall n<rl:i:fy the State ~'Vflrtitpent 
or unit of local government· that if it fails to take corrective action 

· within 60 days from the date of receipt of s\}ch notification further' 
payments to it will be withheld for the remainder Of. the enti'tl'eme:nt 
period and for any subsequent entitlemertt period until such time as 
the Secteta:ry is satisfied that a:}Jptdptilite correct ive action has been 
taken. and that there will Jl.O longer be any failure to corn:r;?ly. Until he 
is satisfied, the Secretary Ml.all 'tbake no further paymMts Of such 
amoun~. 

{c) ACOOJJ:N'J'IN~, AvnfriNO,AND EvALUATION.- • 
(1) I~ GENERAL.~The' Sec'Pet&rr shall pro'\l'ld81 f(')r ~udh [ac­

Mm\ting and auditing proced1!lres)-audi~s; eval'U&tlion~l und re­
views as may be necessary to insure that the expenditures of flinds 
received under subtitle A .or. D by ~tate goverrun~n~~ and units <?f 
local government comply fttlly wtth ~the] reqUirements of this 
title. SWJh audits; ev filit,atiorta,· rl!n:d remew& shall &tcl'llde 8iUth1Jrule­
pen<lent audits as may be ~1"~ pwrsuant ·to paf111JrapR;· •( ~). 
The Secretary is authorized to acdept·an nu~it·by 11: rState Of such 
e~d1tttl'$ of a] State·g0vernment or mi't of locai gove'rt'l·Ynent 
of its ea:penditures if he determines that 'SUch audit was o~ted 
in dr»nplia-nce 11Jith paraqraph- ('e) ,, and, that IJUOh audit and the 
audit procedures of that State g()'!Jef>nment 01' u1tit of.wtJfil !J()'I>ern­
ment are sufficiently reliable to enable him to carry out his duties 
under this title. · 

[ ( 2) CoHPTROLL'i:R GBN:aRAL SHALL REVIEW oo:HPI.u.NCB....,.-'o The 
~trelle1r General of the United States -sha.ll make sueh ~ie.w:s 
of the work as done by the SNMalj, the State g&vernmen~ aiid 
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Subtitle C-General Provisions 

SEC. UL DEFINITIONS AND SPECW.. RULES. , 
(a.) SECUTARY-For PU!'J>091!8 of this title, the tenn "Sec~ 

means the Secre~ of the Treasury or his delep.te. Tha term "Seel 
tary of the Treasury" means the SeCretary of the Treasury penonal Y' 
not inCluding any d&leg8U. F f this •:tle the term (b) EN'lTI'LEKENT Pmuoo.- or purposes o w r 
"entitlement period" means--

{1) The period begianingJanuary ~ 1972, and mdiJli'June ~ 

~~~·) The period beginning July l, 1972, and ending Decem­
ber 31 197~ ~ J on 

(8) 'The period beginning January 1,1978, and engmg. UDe uv,. 
19~t) The one-year periods beginning on July 1 of 19'73; 1974, and 
1~:) ,The period beginning Julyl, 1976, and ending Deeem-
ber 81, 1976. - ~ ~.r.· ~ 

(6) TM pM'i«l begittt&ifag on JtiiMI4f"Y 1, J.,,,,- -~ng ,.,e,_ 
~~!~~ ~ &1~ on 0~ 1 fll/ 1977,. 
1W~,i mul19'19. 
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(c) 'DISTRICT OF OoLIJJimlA.-For purposes of this title the District 
of Columbia shall be treated both- ' 

( 1) . as a State · (and any ~ference to the Govemor of a State 
'Sh&ll, m the case of the Distnct of Columbia, be treated as a ref­
erence to the Mayor of the District of Columbia), and 

{2) as a country area whioh has no units of local government 
(other than itseif) within its geographic area. 

SEC. 142. REGULATIONS. 
{a) GENERAL Ruu:.-The Sec.retary shall prescribe sue~ regulations 

a:s may be necessary or appropriate to carry out the proVIsions of this 
title. 

(b} .ADMINISTRATIVE PROCEDURE Acr To APPLY.-The rulemaking 
provJStons of subchapter II of chapter 5 of title 5 of t'he United States 
qode shall a:pply to !he regulations prescribed under this title for en­
titlement penods beg'lnning on or after January 1, 1973. 
SEC. 143. JUDICIAL REVIEW. 

(a) .PET:r.roN~ FOR REvmw.-Any State which receives a notice of 
reductlon 1n entitlement_ under ~ction 107.(b), anq any State or unit 
()f local govern~ent which receives a notice of withholding of pay­
m~~ts under sect~on (104(b) or] 123(b), may, within 60 days after-re­
~eiVII_ll s~cp. not!ce, file with the United States court of appeals for 
tne c1rcmt m whmh such State or unit of local government is located 
:a petition for review of the action of the Secretary. A -copy of the peti­
tion shall forthwith be transmitted to the Secretary· a copy shall also 
forthwith be transmitted to the Attorne1 General. ' 

(b) ~oRD.-T?e Secretary shall .file m the court the record of the 
pro~eedihg on .which he based his action, as provided in section 2112 
of title 28, Umted ~tates Code. No objection to the action of the Sec­
retary shall be considered by the court unless such objection has been 
urged before the Secretagt. 1 m . 

(~J Ju:w:sn~CTl~.,. ,OF p-om.rr .. -~e cou~ . shall have j~risdiction to 
affi!m or modi(r th~ !}.QtlOil of the Secretary or to set it aside in whole 
~r m ,Part. :t'he findin~ of fl!-ct by the Secr~tary, i~ supported by su'b­
stanh.al e'Vldenc~ co_ntamed m ale record, shall be conclusive. · Ro'W­
~v~r, J.f any findmg lS not supported b:y substantial evidel'lce contlJ,ined 
m the record, the court may remand the case to the SectetfLry to 
~ke_ further ~videnc~,-AJJ.d the SeCl'etary: may. ~herel1pon make new or 
modified findmgs of fact and may modify his' preYious actions. He 
shall ce:r.tif;r.. to the co.urt the record of any further proceedings. Such 
new or mo(hfied findrn~s t>f fact· shall likewise be conclusive if sup­
ported by substantial.ev1dence contained in the record. 

(d) ~viEw s-!' SuPREME Co'IJ1t'i..-The judgment of the court shall 
hEI spl:U~c~ to r.eVle.w hr.. the Sup~me .CoHrt ,of the United States upon 
cert1orar1 or certification, as proviaed' 'iii, ~tion 1254 of title 28 
U;njted States Code. ' 
SEC. 144. AUTHORITY TO REQUIRE INFORMATION ON INCOME TAX 

RETURNS. 
(a) GENERAL RULE.-

(1) lNFOQUTION WITH REBPEC':f TO PL4.CE OF Ri:SIDENQ:.-Sub­
part B of part II of subchapter A of chapte.r 61 of the Internal 
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Revenue Code of 1954 (relating to in.cQme tax returns) is amended 
by adding at the end thereof ilie following new section : 

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

return with respect to the taxes imposed by chapter l for an_:y period 
shall include information as to the State, county, municipality, and 
any other unit of local government in which the taxpayer (and any 
other individual with respe~t to whom an exem.Ptio:ft iS elaimed on such 
return) resided on one or more dates (determined in the manner pro­
vided b:f regul~tions preeccibed 9y the SecPeta.ry or his delegate) 
during such peno<}." 

(2) CLERICAL AMENDMENT.-The table of sections for such 
subpart B is a.mended by adding at the end thereof the following: 

"Sec. 6017.A.. Place of residence." 

(b) CIVIL PENALTY.-
(!) IN o:m:NJ:RAx..-SQ)>chaptu- B of chapter 68 of the Internal 

Revenue Code of 1954 is a.mend.ed by adding at the end thereof 
the following new section : 

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

"(a) CinL PENALTY • ......,Jf an_y person fa.ils to include on his return 
any information required under seetion 6017A with respect to his 
place of residence he shall pay a. pe11.alty of $5 f~ each such failure, 
unless it is shown that such failure is due to reasonable cause. 

"(b) DEFICIElliCY PROCEDUBES NoT To AP:PLY.-Subch~pter B of 
chapter 63 (relating to deficiency procedures for income, estate, gift , 
add ~tha.pter 42 taxei) ehall not aPPly in respect of the assessment or 
collection of any penalty impOsed oy subsection (a)." 

(2.-) C:r&RICAL AMENDMENT.-The table of sect~ons for such sub­
chaptar B is amended by adding at the end thereof the following: 

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

Subtitle D-Supplemental Fiscal Assistance 

SEC. 161. SHORT TITLE. 
This subtitle may be cited a~ the "Supplemental Fi8cal A.wtanatJ 

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

E~C6pt. OK ot'M'I"'Wi8e [»'_()'l)ided. in this title., the S eQ!I'etary s/t<ill, fM' 
each ent.itk'IM'"'t p81'iod begw.N.ng on or after J<~,noory l't 1977, pay 
out of the (lQ'fW'Ut(6t/t aut'/wri.aed wnder section 106 (a) (1) which are not 
7eae'r~Jet/, f0'1' distributiotn 'W11Aier sUbtitle A, a4'ltli ~ am.y additional 
amownt& a.prpro~ ulM-er sevtwn 163 (b ) , to 80..Ch eligible State gov­
e'l'riHnent and to each eligib.k unit of local gove'!'nment, (1QI, azn,f)un;t de­
~ll1'mitaed tmde'P section 164 fp,. auek per-Wd. S 1Wk pay'I'M'Ilt1 slwll be 
~(t i'l\ iN~~~' but 'IWt kss often tha:n once for each <j'IVI.,rter, 
~tlld sh.allll~ wid twt latet tlum 6 days afte1.' the ela¥e of each ~rter. 
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/Such pa~ for aey -6ntuZement period. ma:y be imtially made on 
the basis of estimates. Proper adjustmelfl.t sluill be made in the amownt 
of any payment to a State govetrriii'Mnt or a unit of local g()'l)e1'11Jrrt£nt 
to the erntetnt that the payments previously made to such goveN~JTMnt 
wnder this s'libtit"le were in erncess of or less than the arrnounts required 
to 'be paid . 
.. SEC. 163. FUNDING. 

"(a) ENTITLEIIENT,-There shall be 0/VaUaOle for distribution un­
def' thia 8'Ubtitk, as an ~ntitZMnent, any BUIT1UI authorized under sec­
tion 105 (c) ( 1) which ernceed-

"(1) $.4,875/)00./)00 ft»' the entitUmumt p6riod begi111ning Janu­
arv 1, 1977, and en,d;ing SeptemlJe1' 30,1977; w 

'' (S~ $6,POO./)OO,OOO for any entitlement period of 1~ rrwntha 
duratwn thereafte-r. 

"(b) AuTHORIZATION.r-/n addition to the sums available unile1' 
8tJ,bsection (a) there are oothorized to be appropriated 8UCh sums 
tUJ 001tgress rnf%!1 deem necessary to adequately fund the program 
established by this subtitle. 
SEC. 161. ELIGIBILITY; DETERMINATION OF AMOUNT OF PAYMENTS. 

(a) ELIGIBILI'I'Yr-No State gQ1Jernment shall be eligible to receive 
payments '11/Juler this subtitle urtless, with respect to an entitlement 
period, its entitlement under section 167 exceeds ita entitlement under 
section 107. No unit of local government shall be eligible to receive 
payments under this subtitle unless, with respect to an entitlement 
period, its entitlement under section 168 exceeds its entitlement under 
section 108. 

(b) PAYMENT oF E:XCE~s.-Except as provided in subsection (c) the 
Secreta'!':V_ shall pay-
: ' (.l) to each State gove'l"nment eligible under subsection (a), an 

.amount eq'IJ/il to the amount by which its entitlement wnder sec­
tion 167 exceeds its entitlem.tmt under section 1.07 ,' and 

(S) to each unit of local government eligible under subsection 
(a), an a1'M'lVfl,t eq'U(J,l to the amount by which its. entitlement under 
section 168 exceds its entitlement 'llliuier section 108. 

(c) LIIIITATION8.-
'(.l) RATABLE REDUOf'IONS.-fj the sums available 'IJJ1Uler section 

103 (a) and (b) for any entitlement period for making pa~nttJ 
under this subtitle to State governments and units of local govern­
ment are not sufficient to pa'!/.. in full the total amount of pa~ts 
.authori~ed by subsection (b) of this section /f»" tluit entitle­
ment peiiot$, therJ, each 8UCh payment f{)lr ff'Ueh period shall be 
1'atabfy red1.ftJed, In case additiOnal funds become availal;k f.or 
making such payments for any entitlement period during whick 
the preceding sentence is applloablet 8UCh reduced paymema shall 
be ine't'eased on the same basis as tMy were reduced . 

(~) PAYMENT LESS THAN $~,500, OR GOVERNING BODY WAIVES 
PAYMEziiT.- lf (but for this subpfJ/I'agraph) the payments to any 
unit of local gove'rltment below the level of the county 
government-

( i) would be less than $~,500 for any entitlement period 
($1,875 for an entitlement period of 9 rrwnths), or · 
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( ii) is waived for any entitlement period by the governing 
~o<ly of 8UCh unit1 . • . . 

then the amount of such payment for such perwd shall ( tn ltsu of 
being paid to such unit) be added to, and shall become a part of, 
the payment for such p_eriod to the county gove'r'Mnent of the 
county area in which such unit is located. 

SEC. 165. MANAGEMENT OF FUNDS. 
, (a) MANAGEMENT.-

(1) IN GENERAL.-Funds appropriated pursuant to section 163(b) 
8hall re'I1Uiim, available without "Meal yea?' limitation and, eaJCept atJ 

provided in this title, may be U8ed only for the payments to State and 
local governments as provided by this subtitle. 

(~) REPORT.-The Secretary of the Treasury shall report to the 
0 ongress not later than January 15 of, each year on the ope-ratif>m and 
pa~nta under this subtitle during the precedim,g fiscal yea:r. 

(b) TR..tNSFER TO GENERAL FuND.-The Secretary shall from time '&o 
time flransfe1' to the general fund of the Treasury a.tny 'lrlhll£f!IS available 
for this subtitle which he determines will not be needed to malce pa:y­
ments to State governments and units of local government under tliis 
subtitle. 
SEC. 166. COMPUTATION OF ALLOCATION AMONG STATES. 

An <UJnOUnt equal to the amount .authorized utnder section 105(c) 
( 1) for each entitlement period which is not reserved f0'1' di&tribution 

'IJIJUier this subtitle sluill be allocated among the States as follows: 
(a ) ALLOCATION ON B Asis OF lNom.tE FAOTOR.-Forty percent of an 

amount equal to the amount authorized 'IJII1der section 105 (c) ( 1) 
for any entitlement period which is not re&erved for ditJtributiotn 
under thi8 subtitle shall be allocated among the States in the same 
proportion tl8-

(1) the populatiun of each State, 'TI'IIIiltipZied by the inc0'1'1116 fac­
tor of;/ that State, bears to 

(B) the sum of the products determim.ed unde-r B'libparagraph 
(1) fw all States. 

(b) ALLOOA'l'ION on B Asis oF TAx EFFORT F AOTOR.-Sir/Jty percent 
of an a:mownt e([UOl to the <UJnOUnt oothorized under .aectioft 105(c) (1) 
fM' any entitlhment period which is not reserved for disf/ribution 'IIITIAkr 
this sub-title shall be allocated 04r1H1UJ the States in the satme p:oportion 
a8 the amount allocable to each State wnder sub8ectWn (c) of this 
section befJ/1'8 to the sum of the amounts allocable to all States wnder 
subsection (c) of this section. 

(c) DETERMINATION oF ALLOCABLE AIIOUN'.r.-
(1) IN GENERAL.-For pwrposes of subsection (b) of this sec­

tion, the O/ITW'1J/I'I,t allocable to a State under this subsection for any 
entitlement period shall be determined wnder paragraph (e), 
emtJept that such a'ITlXII.IInt shall be determined wnde1' pfJ/I'agraph (~) 
if the amownt allocable to i t under pm'agraph (3) is greate-r tlw;n, 
the amount allocable to it under paragraph ( S). 

(~) GENERAL TAX EFFORT AMOUNT.-For purposes of pa1'agraph 
(1). the amount allooable to a State wn.der this paragraph for otny 
entitle'I'Tihnt period is the amownt which bears the same ratio to the 
total armownt allocable 'IJII1der aubsectiun (b) (liJ-
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(~) the population of that S.tf!ie, multiplid by the general 
tcw effort factor of that State, bears to 

(B) the sum ot the products detef"'nined u;1uler subpara­
graph (A) for al States. 

, (9) /QC.,OME TAX EFFORT A.MOUN'l'.-For purposes of pa:ragraph 
{1}l the amoun~ allqoable to a State 'I.IIIU},er this paragraph for any 
entttle'!'M'nt pe7Wd u the amount which bears the same ratio to the 
total amount allocable 'I.IIIU],er subaerJticn (b) as-

( A) the population of that State~ 'ITI/UltipUed by the income 
tcw effort factor of tfuttState1 bears to 

(B) the 8'l1ll7b of the products determdned wnder 8UbpMa~ 
graph (A)~ alt States. 

SEC. 167. ENTITLEMENTS OF STATE GOVERNMENTS. 
(a) lhviSION BETWEEN_ S:rATE AND Loc&L (}ovEJ~NJIENTB.-The State 

govern1M11,t shall be ent~tled to receive one-third of the amount allo­
cated to that ftate for each entitlement peri(Jd. The remaining portion 
of each State a allOcation shall be allocated (1IT11;()'n!J the 'IJIIIJits of local 
gove'1"11111l..ent of that State as ptl'ovided in se{)tion 168 

(b) STATE MusT MAINTAIN TRA~SFEBs To Loc~r. GovERNMENTS.­
(1) GENEflAL RULE.-'.['he en~~tlement of anp State government 

for any ent~tlement pe1Wd begmning on or after January 1 1977 
shalluereducedbythea'ITWU!nt (if any) bywiiiclv- ' ,. 

(A) the avemge of the aggre_gate amounts t-rr~tnsferred b 
the .State government .<out of ~ts own sources) during sue~ 
period Mill the preced~ng entitlement period to all units of 
local uovernment in such State is less t'Mn 

(f!) ~he similar aggregate dmownt f01' the one-year periot! 
beg~nntng July 1,1975, or wntil data on such period are avail­
able, the most recent such one-year perWd for which data on 
such amounts are available. 

~01' purpos_u of ·8'U1J1'rim~ph (A), tllie amo'Unt of amy rrelluction 
~n the ent~~lement of a State govMNnf1tJ8'1t6 tmder this ""~ection 
/tW a1'ty ~titlement '}HYI'iod shall, f01' ll'ldneqrse1tt ~titlement peri­
ods, be t~eated as an am.<Yitnt transferred by the State gove1"nn'''ltent 
(out of ~~s own sources) during sueh period to units of local gov-
emnne'ltt ~n such State. · · 

(B) ADJUS'l'MilN'l' WHERE STATE ASSUMES RESPONSIBILITY FOR CATE­
GOBY o.z; EXP~NorruRE8.~l f the State gove'l"1l!1'Mm establiahes to 
the 8atufactum of the 8eO'I'etfhy that since Decembe't' 31 1978 it 
has a&£JUmed respomibility f91' a oate~01"!1 of ~mp~itur~s which 
(before Janua"Y I, 1977) was the responsibility of local govern­
ments located ·m such State, then, under reg1tlations prescribed by 
t'ke 8~eta1'!f, the aggregate amount taken into account under 
~aragt'atpk {l)(B) '81uill be red?Med to t'he err.tent that iMcreased 

Uc/Je ~~t s~ndi'n!} (•out of its own sourc~) for such 
~.luu ~kwed (}()11'1letJ~r amounts whiah fot' the one­
~" pwvd 'ldalned for ptWposes · o pll#t11mph ( 1) ( iJ) it tram­
ferred to units o.f local f!OVe1"111ment 

(B) ADJr.JBTMENT WHERE NEW TAX;NG POWERS ARE CONFERRED UPON 
L'J;& '(JQY8~t:lf'1's.r;-ff a Stdte e&td:bUshes to the satisfatJ'tzbn of 
t C'J'dtdrg ~ha.~ ~nnae .Jan~ 1, 1977, one 01' mo1'e tmita 6/ loctrl 
governmem Wtthm ll'bl>Ck State ha'Ve hail (JOfq;.fwred upon them new 
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ttt~· a~tkority, thelllt ~r r~~ prMCJ'j/Jed by tke SfiCf'e­
tary, the aggregate amount taken into account under parag1Y14JA 
(1) (B) shiiU~ ~to t'M e~t~nt of theWJ,rgerof-

(..4.) an amownt eqw;l, to the a'llW1.llnt of the tcwes collected 
by reason ().f the eax3r<:ise of ,.v,®, new ~ t&UthtYriW by such 
local go'V.~rJ.t&, or 

(B) an~ 6gual to t'M amount of t4e lo8J of revenue 
to the S tate by reason oj mch new t~ aut/I..Qrity (J.eing 
con..fe'!"''ed on suck local g()'V.e'I"'''AJU'.nt8, 

No a:Jn(YI.IQ1,t shall be taker~- imo coWJidw.at.ion wl.de.r •'liQpaJJ?g.g.traph 
(A) if. such new ~in.g authority u an i~ease itn the authorized 
'fate o.f taro under a pre~ authuri.zed kind of I®J, umlesa the 
State u determined b.y the &cJ"et(l.r.y to halve decreued a related 
State ta:v. 

(#.) SPECIAL RULE FOB PERIOD BEGINNING JANUARY 1, 1977,-.-/n 
tJhe ca..~e of the enfitwmem p4riod hegin.'(Ung Jatlfl.4'rY 1, 1977, 
and endiw Eepte.mlJf.r 9.0; 1079', the aggregate a~ flaken into 
aacou.nt under paragraph. (1) .(A.~ f (Yl' the preceding e.ntitlement 
p.eritJd. and the ar;grf,gate 0/1/'W'Unt taken into acco'IJIIJ under para­
graph (1) (B) shall be three-jQ!U1'thi of the amounts which (but 
j(>r #l.i8 paragraph) wouU be ta/wn into Q.GCI)'I.VIlt. 
~ (5) flEJ;JUCTtON IN KNTITLEMENT,.....-]j thff_ $C(JT'~ Aas reason to 
Mlie~4t that p.(IQ'Q{IT"lJh. ( 1) .~gwiru a 'l'.educmm i11. tke en/Jitkment 
of any State g.o11~ Jrw cmy entitl6ment periofh he aluill give 
reasonable, notice and ()fJ~'I'fMII.ity j(;r ~ to t4e State. If 
thereq,#er, he detM"'TTimes that pa'llagrwpk (I) requires tk f'educ­
tion of !J-'UOh entit~9'¢, M 11hall 4/,8o determine the amount of 
BUCh reduction and Mhall M/lify the Gove'l'fliYI' ttf 8'UCh State of BUCk 
determinati()'M and shall withhold f7"0'111- &~f/ltt payments to 
such State go'I,Jemm.ent under this title an a1'11J()Unt ~qu.U.l to such 
reduction. 

(6.) l'IMNSFEBS TO LOCAL QO.J'£RN¥ENTB.-.An amount eq'/PJJ to the 
red'eWtitm. m the e.ntitleme;n.t of a1V!J State~OVC'l'rlmertt ·which, results 
f~om the applicati<m of this subsection after '(Lny j udicial revie'w 
under aeation 1.4$) shall be made availab for distribution to local 
gove~'l,LIJ6 withm the State in ac.cordfl!Me with section 168. I n 
the e'Ve.'llt th.at, because of limits itr.n.pa8ed by86ction 168, any por­
tion 9/auch aflU)'I.(.1tt is not p:roperly allocable to local g<Jvernments, 
such, p(Jf'tio-n shill be transferred to the gen.eral fund of the 
Tr~ 

SEC. 168. ENTITLEMENTS OF LOCAL GOVERNMENTS. 
(a) ALLfXJA.TION AMONG OouNTY ABi.u .......... T'M amount to be aUocated 

to Me -unas of l.ocal gov~ wit him a State for- af1A,J N~-titlem,ent 
period shall be a.Uocateil tllm01l{f the (J(J'ffl1t.ty areas located ·in thrtt S tate 
80 that efiiM Cmuttiy area .will '1'etlewe atn (]1/IW.'UlR.t 'W/Uch lJ.d'otrtl the 8 ame 

f'atio to tlw total «m..ownt to be allooaUd to the 'litniM f)..f local yovern­
~nt witMn that State atJ~ 

( 1 ~ the poptUatioft. of tM,t ~y area, 'IWI!dti'fi~M4 by the t<W 
~If~ facto-r 6f tlud C01i.My ore-a, muUipltied ·by t.M iMome factor 
9/ IY.t COtlmty area, bears to 

(£) the 8'l1ll7b of t~ prodN.ctw tkeermintJd wnd&l' fHJ#a(frar/4 (1) 
~rill~ areas witltm tkat St«te. 
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(bj Ar:r.'oo&t·loN To CouNTY GurERNI/J'N'n, NtJNllJIPA.r.rTtEs, TowN­
BHIPs, E-ro.-

(1) OouNTY '(J()YERNMENTs.-The cownty gO'IJerTIIITihnt shall be 
alT.ocated t~f portion of the a'I1W'IJ.tnt allocated to the cownty area 
/01' the enttt"lemhl/,t perwd wnder IJ'Ubseation, (a) which bears the 
same ratio to IJ'U<Jh amount as the adjuated tames of the county gov­
e'l"llllnent bea_r to the adjuafed tames of the county government and 
all other untts of local government located in the county area. 
. (9) OTHER U,NITS OF LOOA.L OOVERNMENT.-The amount remain-

1/AU /f»' allocatwn within a cownty area after the application of 
paragraph (1) shall be allocated among the wnita ofloauJ, govern­
ment (othe,. than tluf county gove7"11!TTUmt) lopated in that cownty 
area so that each wntt of local g01Je'1'1'/11'Mnt will reaeitve 01n amoun t 
'l()hich bea~s the same ratio to the total amount to be ul,located to 
all8'UCh units as-

(A) the population of that local gove'l"llllnent, 'flllliltiplied 
by tiLe tam effort fact01' of that local !Jovernment 'mltl},ttplied 
by the income fact01' of that locuJ, government be~rs to 

(B) the sum of the poducts determined ~der l'lihpara­
Qraph (A) f01' ul,lsuch wnits. 

(3) TOWNBH,IP OQYERNMENTB.-/f the county area i'!Ui!Judes one or 
mMe t0'1.01't8hip governments, then such township governments 
sha!l be trea~ed as wnits of local government in ma!Cing the ul,lo­
catwn presC'f'?,bed by paragraph (9) of this subsectiOn. 

(_j) fNDIA.N_ TRIBES A.;"D A.L1BKA.N NA.TIVE VILLA.(}ES.-/f within a 
Statd there 't8 an lnd'tllln t'l'ibe 01' Ala81can native village which 
has a recognized governing body which perf07'7TUJ substantial 
gO'I?em;m~ntal functions then bef01'e applying subsection (a) of 
thu ae~twn thetre shall be allocated to each 81u:h tribe 01' village 
a portwn. of the. amownt allocated to that State fo1" the entitle­
ment period whwh bears the same ratio to such amount as the 
pfJp'l.ilation of such tribe 01' village within that State bears to the 
population of that State. If this parar,aph applies With respect 
to any State /01' 01ny entitlement perwd, the total amount to be 
allocated to aownty areas under 8'Ubsection (a) shall be appropri­
ately reduced to reflect the amount allOcated under the preceding 
sente~, and the population of any tribe 01' village receiving such 
allocatwn shall not be counted in determining the allocation under 
s1tbsection (a) of the county area in whiah such tribe or 'llillage 
is located. If the entitlement of any such tribe 01' v-z'llage is waitved 
f<?r any entitlement period by the governing body of that tribe 
or 'IJ{llage, then the provi8iona of this paragraph sha1l Mt apply 
with re8pect to the amount of such entitlement f01' IJ'U(Jh period. · 

(5) RuLE FOR SMA.LL UNITS OF OOVERNMENT.-/f the 8eoreta1"ff 
det~ that. in any CO'tllnty area the data available f01' any 
entttlement per'lOd are not adequate f01' the application of the 
formulas set /Mth in paragraph (~) with respect to 'IJITiits of local 
government (other tnan a county government) with a population 
below a number (not m01'e than 500) presC'T'?,Oed for that oounty 
area by the Secretary, he may apply paragraph (9) by ailocating 
/01' such entitlement period to each such 'I1ITiit located in that county 
area an amownt which bears the same ratio to the total amownt to 

75 

he allocated under paravrf!Ph (~) f01' 81u:h entit_lement perif!d as 
the popUlation of 81u:h wn~t bears to the poJY!llatwn of all wnzts of 
local gove1'1l/l'nent in that cownty area to which allocatUYrtS are made 
under suah paragraph. If the preceding sentence applies with re­
spect to any county area, the total amount to be allocated under 
paragraph (~) to other wnits of local gfJ'IJernment in that county 
area f01' the entitlement period shall be appror,riately reduced to 
reflect the amounts allocated under the preceding sentence • 

{6) ENTITLEMENT.- , . 
(A) IN GENERA.L.-Except as otherwise provided vn th'/,8 

paragraph, the entitlement of any wnit of local government 
f01' any e'lli;itlement period shall be the amownt allocated to 
such unit wnder this subsection. 

(B) MA.XIMUM PER OA.PITA. ENTITLEMENT.-The 'P..er capita 
amount allocated to any county area or any wnit of local gov­
ernment (other than a count'lf_ governme71:t ) within a State un­
der this section fl>1' any entttlement perwd shall not be more 
than 300 percent of two-thir:d,s of the amwunt uJ,lo~ated to the 
State '!.IInder Bection 166, dvmded by the pop'lilatwn of that 
State. · l 

( 0) LIMITA.TION.-The amount allocated to any '~.~~nit oflo~a 
gove1"11!Tnent under this section for any entitkment petrtod 
shall not ea:ceed 50 percent of t'he sum of ( i) B'I/JOh, govern­
ment's ai/,fusted tao:ea, and ( ii) the ilntergovernme-ntui trans­
fers of revenue to 8'UCh gove'T"Mnent (other than 'r(J)IUJfers to 
81u:h government under this sub ti tle). 

(JJ) EN!J'ITLEMENT LESS THA.N $9.,1f00, OR OOVERNIN(} BODY 
WA.IVES ENTITLEMENT. Jf (but f()'l' thu 8fibpu!l'agraph) the en­
titlement of any unit of local govern'IMnt below the level of 
the aounty g<YVelf:Mn,enfr- . 

( i) woUld be leas thll!n $~,500 f01' any enti tleme;n.t penod 
($/875 forr an entitlement pe'Piod of 9 months), or 

( ii) is waived f01' tmy entitlement period by tlte gov-
e:rning body of81u:h 'I.VfLit, . . 

then the amount of81u:h emitlerrwnt for such penod shall ( m. 
lieu of being paid to 81u:h wnit) be added to1 and shall be­
.come a a part af, the entitlement.f01' ~h period af t.M county 
-g()IIJ6r'n.:m~ of the county area •n whwh such -umt u l:ocated. 

(7) Al)JUM'MENT OF ENTITLEMENT.-
( A.) IN o&NERxtL,..._ln adjusting the allocation of any county 

area 01' unit of local governrnR~nt, the Secretaf"J shall make 
any adjustment requbed wnd.er paragraph (6) (B~ forst~ 01ny 
ad§ustment required under paragraph ( 6) ( O) newt, and any 
adj168tment retJuitred urukr paragraph (6) (D) last. 

(B) A.DJUSTMEN'l' FOR A.PPLIOA.TION OF MA.XIMUM PER OA.PITA. 
ENTITLEMENT,...,... The 8ecr8tU!I"JJ shall adjust the allocation made 
wruler this section to cO'UfTdy areas or to units of loeal gove'J"TT,­
ments in any State in order to bring those uJ,locatif>ns in co;n­
pliance with the pr01JiBiotna of JXfll'agraph {6) (B).lt; malctng 
8t1Ch adjUKt'TMrlh ~ shall make rmy necessary MJustmen ta 
with respect to C(YUITI,ty areas before making any necessary 
adjustments with respect to wnita of local gove'T'1'1111Wnt. 
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(.d) iNCOME TAx CoLLECTIONs OF ST4Tes.~The income ta:rJ oollec­
tions attribUted to 01111!f State for OJny entitlement pe-riod s.luill be equal 
to the net amwwnt collected from the State indilvidual inc~ taa; of 
1uch State ~ring the la8t oalenda:r year e~ before the beginning· 
of tJUCh entit'le1nent period. The indilvidual income ta0 of OJnY State is­
the ta:rJ imposed upon the income 'Gf indilviduals by that State and de­
scribed as a State income tare wruier. sectiOn 164(a) (8) of title e6, 
United State& (!ode. 

(e)' INQOME TAx EFFORT FACTOR.-Th.e income tare. effort factor of 
any State j()1' any entitlement period is-

. t(1) tlie inwome tare collections of that State as defined in sub­
~ection (d) , divided by 

-(~) the aggregate t~, as defined in paragraph (4) ofsub­
ttectz..on (a) attributed to such State for the same period, minus­
the a~gregate ercempt income attributable to tJUCh State for the 
sa~ .per?{>d. 

(f) TAx ./tFFORT FAcToR OF OouNTY 4.REA.--For purposes of this­
title,. the ta:rJ effort factor of any county o:rea for any entitlement 
period (8..;_ 

(J} the tWjuste¢ tames of the county government pl!u.a the ad­
justb.l tames of each other ·wrdt of local government within that 
county area, dilvided by 

(f) the greater of 
(.A.) the aggre(late inc()me (as defined in paragraph (4) of 

BVl>section. (a) ) attributed to that county area, minus the 
aggregate ercempt .income attributable to that county area, or 

(B) one-half the aggregate ercempt income attributable to 
such county area for the same period. 

(g) TAX EFFORT FACTOR oF UNIT oF LocAL GovERNIIENT.-For pur­
posea of this tit~ 

(1) IN OENERAL.-The tare effort factor of OJny unit of local gov­
ernment for any entitlement period is-

(A) the. adjWJted tames of that unit of local gove'I"Mff,ent,. 
dilvideaby • 

(B) the greater of-
(1:) the aggregate income (as defined in J!llragraph (4) 

of subsection (a)) attributed to that Uinit of local gov­
ernment, minus the aggregate ercempt income attrlbuta­
ble to that utnit of local goverrvment, or 

( ii) one-half the aggregate ercempt income attributable 
to such unit of local government for the same period. 

(e) ADJusTED TAxEs.-
(A) IN OENERAI;..-The adjusted ta:rJeB of a'fl,y unit of local 

government are--
( i) the compulsory contributions ea;acted by such gov­

ernment for public purposes (other than employee and 
employer iiasessments and contributions _ta "finance re­
tirement and social insuraMe syste'T[UJ, and other than 
special assessments for capital outlay), as tJUCh contribu­
tions are determined by the Bureau of the (J.ensus for 
general statistical purrpose8, 

( ~i) ad}mted ( 'I.III'Ukr · regulations prt8crjbi(l by the 
Secretary.) ·by · e~cludirig an a'lM'Illnt equal to 'that por-

79 

tion of such compulsory contri~utions which is properly 
allocable to ercpemesfor edJucatUYn. 

1 (B) 0ERTAIN SALES TAXES COLLECTED BY COUNTIES.- n any 

case wher(}-- -1-- "th" the 
( ") a count'1 government ercacts a~ ta:~Jes tm tn 
~ " · f z al ~· and trans-geographic area of a unzt o oc gov . . hout .

1 /61'S part or all of Mi,ch tames to suah wnit u.nt T:m y­
ing the purposea for which tJUCh unit may spend t reve-

,~~!t:e Governor of the State notifies the Secretary 
t,;;~ the re~irements of this wlJparagraph lwtve been 
rnet with resput to such tarces, he t 1 

then the tarces so tramferred shall be treated as t a.rces o 
the unit of local go'lle~nt (Oind not t"M tarce• of the county 
gO'V«"Rm6'4t) • 



DISSENTING VIEWS OF HON. JACK BROOKS 
CONCURRED IN BY HON. JOHN MOSS 

In ex~is,i.ng ita new jurisdiction over this imp()rtant legislation for 
the first time, the Committee 011 Government Operations has, I believe, 
fulfilled its obligation to the House in a. highly responsible manner. 
The co~mittee has had the benefit of a wide Yariety of info:rmation, 
practical ex~rience, expert opinion and scholarly research in making 
its recommendation for the continuation of the State and Local Fiscal 
Assistance Act. In some respects H.R. 13367 ie an im{'N)'Ve!llent over 
the current program. But my disagreement with the fundamental con· 
cept of revenue sharing is so basic, I am unable to support it. 

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

ADVERSE EFFECT ON SYSTEM: 

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

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

Revenue sharing also marks a. fundamental departure from Con· 
gress' constitutionally assigned role of providing for "the general wei· 
fare of the United States" through its taxing power. That used to mean 
that money apyropriated from the national Treasury was used in pur­
suit of nationa goals and policies. But Congress is now using its power 
of the purse to.provide for the collection of garbage in one city, the 
payment of policemen in another, and the construction of a swimming 
pool in a third. If this were being done as part of a national attack on 
problems connected with waste management, law enforcement, or the 
development of recreational facilities it would be in keeping with Con· 
gress' responsibilities. But to be paying for them simply because offi-
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cials in those cities have been given drawing rights on the U.S. Treas· 
ury through revenue sharing is a drastic distortion of our federal 
system. 

But the gravest danger to our federal system I see in revenue sharing 
lies in the growing dependence of the cities on this aid. In the few short 
years the funds have been flowing7 and at a time when they amount to 
only a small percentage of most cit ies' budgets, they have already 00. 
come indispensable, if we can believe the local government officials who 
Mve been besieging the committee during its consideration of H.R. 
13367. Even the slightest reduction in the funds, we were told, would 
dtlpple their ability to render :vitally needed services. 

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

As one who believes strongly in the need for local government to be 
as strong and independent as possible, I can only watch in sorrow and 
wonderment as officials of these communit ies struggle and strain to 
tug this Trojan Horse inside their city gates. 

FISCAL IMPACT 

Revenue sharing is one of those programs that has benefited im­
mensely from its name. The idea of the federal government sharing 
its riches with the states and cities is very appealing. It might even be 
logical in prosperous times. But when the federal government is run­
ning a $7 4 billion deficit in one year and there is no prospect of it 
turning a surplus 1n the foreseeable future, it is proper to ask, what 
revenue is there to share ~ 

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

It is true that other government programs in these times are also 
financed in part by borrowed funds. But it is also true that Congress 
has a chance to examine these programs, weigh them against each other 
and agairist the limited resources available, and decide how much to 
allot to each one. But this basic exercise of its authority is denied to 
Congress when it comes to revenue sharing. The 1972 act committed 
Congress to an outlay of $30 billion over five years and H.R. 13367 
would continue that open door policy at the Treasury until October, 
1980. For Congress to lock up its largest domestic spending program at 
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a time' 1V~en the cost o~ goycrnment .is causinO' serious and widespread 
concern IS not only. unJustified, but ?lcomprehensible. An amendp:lent 
to H.R. 1?367 to bring: revenue sharmg into the regular appropriation 
process will have. WY vigorous suppo~t. 
~1. M~asured agamst the promises and expectations of 1972, revenue 
p.uat:mg has com~ up short in many -respects. It has not increased citi­
jen Involvement m local a~airs. It has not stren,2thened or revitalized 
~~1 goyernme~t.or made It more responsive. It lias not improved con­

ditiOns I~ the Citles. To a great extent, the money has simply disap­
peared Without a trace. 
~nitead _of .Pdo~i:ng out $6.65 billio~ indiscriminately to every state 

an ocal JUr~s Jction we should be -~ing our severely limited funds 
to attack spec1fic urban problems. T.hfii; is the proper role for Congress. 

JACK BROOKS. 
JoHN E. Moss. 

SUPPLEMENTAL VIEWS OF HON. DANTE B. FASCELL 

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

The bill includes several important reform provisions intended to 
help redress a number of defects found during the first years of oper­
ation of the general revenue sharing :{>rogram. The inclusion of th~ 
reforms-in such areas as grea~ eqmty m the distribution of funds, 
increased opportunities for citizen participation in the budgeting of 
funds at the State and local levels, and stren~hened protection of civil 
rights in the use of funds-is welcomed by tnose who have been work• 
ing to correct the program's flaws. 

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

I am concerned about the committee's decisions on the duration of 
the program and the type of funding. The bill provides for an entitle­
ment over the next 384 years at an annual rate of $6.65 billion. This 
is considerably less than the 5%, -year extension sought by the Adminis­
tration, but it still does not satisfy those who feel that the program 
should be subject to the annual ·appropriation review of Congress. 

A better approach would be to combirie both concepts. The bill 
should provide for 334_ yejtrs of authorization and appropriation, with 
annual reviews thereafter. The reviews should be conducted on a three­
year forward basis, however, so that each jurisdiction would know 
what it would be getting each year, long enough in advance to plan 
intelligently for the wisest use of funds. Under such a systetn $6.65 
billion could be authorized and appropriated by the bill for each year 
through Fiscal Year 1979, and startmg in January, 1977, Congress 
would begin the consideration of authonzation and appropriation for 
Fiscal Year 1980. 

Such a system would bring the program back under the normallegis­
~ative pro~ and enable th~ aut~orization, appropriation, and b~dget­
mg committees to work the1r w1ll. The next Congr~ could decide to 
abandon the program after September 30, 1979, expand it, or main­
tain it at the same level. 

This approach is embodied in H.R. 10319, a bill which I introduced 
on October 22, 1n5, to implement reforms sought by a number of pun­
lie interest organizations based on extensive studies of the program. 
Although this provision is not included in the committee bill, it does 
contain major elements of other reforms sought by my legislation . 
. The committee bill's strong and specific v.rovisions for citizen par­

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

An important change is the formula revision which is a com~mise 
between the existing mechanism and the principles set forth m H.R. 
10319. The committee bill provides for the distribution of $6.5 ·pillion 
under the existing formula, which useS'"per capita income data as a 
measure of need. The rem~ining $150 million would be distributed 
under a revised formula using the percentage of the population below 
the poverty level in each jurisdiction as the measure of need. 

The effect of the formula revision is to assure that each jurisdiction 
will be "held harmless" to the amount it would receive by cont~ued 
use of the existrng formula at an annual rate of $6.5 billion (the 
actual :fllll,ding level during calendar 1976). Thus, no city or State 
will lose funds because of the formula change. 

Dv.ring the committee's discussion thos~ who favored a simple exten­
sion of the existing formula pojnted out that under the rev~ion some 
jurisdict~ons would "lose" funds they would oth~rwise ;receiv.e under 
the old formula at a $6.65 billion spending level. It is impo~al\t to 
ll,Qt~, 1\ow~er, that such a "loss" is only theoretical, sip.ce the revenue 
sharmg pro~am has never been funded at $6.65 billion for a full year. 
The $6.65 billion figure represents an annualiza.tion of the funding 
level of the last six. months of calendar 1976. Since iwisd~ctions have 
never "aCtually received such a sum, they could not 'Hose:! it under the 
formula change. A more accurate comparison would be between the 
$6.5 billion actually received in 1976 and the $6.65 billion to be r~cewed 
during 1977 and future y~rs under the committee bill. This WQlJld 
sh?~ alljurisdictions unharmed by the change, and many jarisdicti9ns 

~aTh~~·lM million to be distributed under the revised formula would 
be shar~d.J;>y ~urisdictions which gain through use of the poverty 
;>tandard. Studies have shown that povert,r data is a more accurate re­
flection of need than per capita income, smce many jurisdi~tions with 
relatively high per capita income levels actually have hi~h needs for 
serVices as well. The formula change would help city ana. poor rural 
areas with high proportions of poverty. 
Whil~ the :proVisions of H.R. 13367 as revised by the committee make 

imJ.>ortant improvements in the program, I ~eel that Congress should 
marntain close oversight in the future so that any further reforms can 
be adopted as needed. Hopefully, the committee bill will lay the 
groundwork for continuation of the general revenue sharing program 
Jn a matmer that will meet the best interests of all Americans. 

DANTE B. FASCELL. 

SUPPLEMENTAL VIEWS OF HON. BENJAMIN S. 
ROSENTHAL 

One common refrain heard throughout the committee's consid~ra~ 
tion of this bill was the need to reenac~ t~e general revenue sharmg 
bill with virtually no changes. I feel th1s IS a sad co~ment;ary on t~e 
le islative prOCf.SS. Surely, .after five years of experience ill the dis.­
trfbution of over $30 billion to state and local ~overnments, there 
are numerous refinements and improvements which could be made 
in this program. 

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

But various other thoughtful and beneficial proposals f~ll victim 
to the "hands-off" pressures. I intend to offer one of the most rmportant 
of these on the floor. It addresses a major probl~m posed by ~he 
furures used in the allocation iormula-the sy~telJl~tic unde;countillg 
of certain state residents. The amendment failed m committee on a 
17-21 vote. 
Population Undercount and Illegal Aliens 

The Bureau of the Census estimates that 2.5% of the nation's 
citizens ( appro:rimately 5 million Ameri~al_lS) and virtually a~l of 
the country's illegal alieils (as. ~any as ~ milhon pe;sons ). were missed 
in the last census. The Bureau IS m the midst of studies whiCh ~opefull.Y 
will permit a state-hy-state breakdown. of this .popu~at10n. ThiS 
amendment simply says that if t?ese studies ;esult ill r~hable figures, 
the number should be included ill each states population. 

Citizens missed by the census tend to be those who make g~at 
use of government services-the needy and uneducated .. lll~gal aliens 
also cause a great drain on government finances-estimated at ~18 
billion a year in added payments and lost tax~s. Local c?mmunitl~s 
shoulder these burdens through no :fault of their own. It IS only fair 
that all local residents be counted. . 

This amendment would not condone the presence of Illegal aliens. 
Nor would it ·alter the revenue sharing :formula. It merely seeks to 
improve the accuracy of the pop_ulation figures used .in. the formula. 
I hope the full House will recogmze the urgency of th1s Improvement. 
State and Local Government Modernization 

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

Revenue sharing is the single largest domestic program of our 
federal government. It pours substantial sums of money into state 
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and local governments. But it does so without regard to their effective .. 
ness or efficiency. In too many instances, we are pouring money intq 
rusted or misshappen vehicles, and we know that there is considerablf4 
leaka~. 

This section of the bill is a modest step towards correcting this situ .. 
~}on. It sets ~ a ~al the preparation by states of a J)l&n for modern­
lZIDg and reVItaliZmg state and local _government. It requires each 
state to submit to the Secretary of the T~ a report annually on 
~ state'~ p~ in achieving governmental reform and moderniz~to­
tion, and It establiSh~ a procedure for each state's modernization pl84 
to be developed and rmplemented. It also sets a broad series of non· 
~n~roversial ~d nonexclusive crite.ria as to what is meant by modern• 
JZat10n. There l8 no penalty connected with a state's failure to develop 
and pursue a modernization policy other than a reporting of that fact 
by the Treasury Secretary to the Congress in an annual report on all 
states' revitalization efl'orts. 

Hopes were strong in 1972 that revenue sharing, as unrestricted aid, 
might induce states to restructure and modernize their governments. 
There was little disagreement then or now over the need for such mod­
ernization.. Unfortunately, these hopes have not been realized. The 
evidence shows virtually no e:ffort on the part of states, as a consequence 
of revenue sharing, to overhaul obsolete government structures, 
~en ~agement capacity or alter time-encrusted ways of de­
hvenng sel'Vlces. 

Indeed ge:neral revenue sharing, according to a comprehensive 
League of Women Voters report, has had the opposite efl'ect. By en­
couraging each local jurisdiction to "go it alone', giving each govern­
ment Its own allocation of fnn~ revenue sharing has encouragoo. the 
fragmentation of political responsibilities and can be viewed as a 
throwback to earlier days of exclusionary home rule. 

Studies by the GAO,- Brookings Institute and League of Women 
Voters could uncover no significant examples of revenue sharing funds 
inspiring improved delivery of services or collection of revenues across 
loc&l government lines. Irideed the evidence is to the contrary. In 
Rochester, New York, for example, senera.I revenue sharing payments 
reportedly halted a movement to dJ.SJncorporaoo several villages which 
were burden~ by ex~ve ta~es; revenue sha~ fun~ also fur. 
~hered delays m carrymg out a c~ty-county plan to unify pobce services 
m the same metropolitan area. · · 
T~ ~ion of the bill is the C?PPO!Wnity to correct ~>ne of the~ 

est fa1lmgs of the revenue sha.rmg program. In enactmg grant-m-aid 
progra~ in the 1960's and 60's, the Congress reco~ that the frag­
men~tion of governments posed a~ to th~ efl'~ive delivery o-f 
sel'Vl~. Several laws then passed re~r: reglOn-Wlde sharing and 
plaumn~ and encouraJl6() the estab ent ·of regional planning 
bodies. his section of the bill continues the momentum started then 
and so urgently needed now in a time of increasing local budget stresS. 
While it requires states only to report upon their modernization eBoiU, 
and imposes no sanctions against any recalcitrant staWs, it is an essen­
tial ingredient of the revenue sharing program. 

BENJAXIN s. RoSZNTHAL. 

SuPPLEMENTAL VIEWS OF HON. JOHN CONYERS, JR. 

One of the pw:poses-indeed, the principal j~tion-of Gen­
eral Revenue Sllaring was to bring government closer to the ~ple. 
This program was heralded in 1972 before Co~ and the Amencan 
peo~le as t~e be~g of "a .new America.n :rev()].ution-a ~ceful 
revolution m which ~wer [is] turned back to the J?OOPle." ~e 
reeord una.mb~ously ~o.ws, "however, that far from be~ a vehicle 
for the redistribution of powe1·, General Revenue Sha~ .has a~­
plified even further the entrenched· power of local maJorlt~es. Five 
years and more than $30 billion later, the J.>Olitical q~estlC?n, that 
~ to the heart of this program-namely, which people 1s this mam­
moth Federal t:rnnsfer bringing gc?verrunent closer to-has been an-
swered in a way that is totally unsatisfactory to me. . . . 

Every ~litlcal jurisdiction evidences divisions betw~~- ~J~ritl.es 
and minorities, and the smaller, more homogeneous~ Jurisdiction~ 
the more likely will the m~jo!ity tro.mple .on the ngh~ of the DU· 
noJ.ity. Member of the maJority group en)OY the readiest access to 
decision-make~ ~"the first crack at pubhc funds, and are the first 
called to fill newly-created jobs. A significant portion; of the 39,000 
loe&l jurisdictions that receive revenue sharing ~ds are small,. and 
their past use of these funds has not contridicted the experience 
which drove the Founders of this country to institute a Bill of Rights 
to be enforced by the Federal Government to check the tyranny of 
loe&l ma.jorities. 

The United States Civil Rights CommissiQil, the National Urban 
lague and other organizations which have investigated the opera­
tion of' the General Revenue Sharing have documented thousands 
u_pon thousands of cases in which local governments have used revenue 
sharing funds in ways that discriminate against politically vulnerable 
groups. Employment discrimination has been the most .P~v&!ent 
form. There has been-little or no enforcement of the non~x-pnma­
tion provision~ in the original Act in the areas of fue hinng of 
workers the payment of wages, and in the management of appren-
ti~ip 'pro~tns. 

Local maJorities have been rewarded with the lion's share of re:ve­
nue sharing in yet another way. Only two percent of revenue sharmg 
funds in 1976 went directly to programs for the poor and the a~d. 
With the help of revenue Sharing many local governments were able 
to prevent tax increases or even to reduce tax burde~. (Ten ~~tes 
do not even have income taxes.) Ruther than expan<~:~ m~ctpal 
Bervices to the poor, these funds too often have subsidized middle­
class taxpayers. Because fuere is virtually no way to trace how funds 
are spent local governments labor under few constraints that might 
prevent them from catering only to dominant local interests. 
~lly, General Rev~nue_ Sharing's formul~ f?r allocating funds 

Dation-wide, by not taking mto account fully m Its measurement of 
(8'1) 



public need citizens who have incomes below the :poverty level and 
by :P,lacing a ceiling on the amount of funds which big cities are 
eligible for, has discriminated against jurisdictions which are most 
in need of Federal assistance. The interests of big cities continue 
to be sacrificed while far less responsive governmental units are 
rewarded. 

At some point in the not too distant future the Congress will have to 
examine much more seriously than it has up to now the lon~-range 
implications of programs such as General Revenue Sharing, whiCh give 
local governments such considerable discretion and which require so 
little Federal oversight. Federal spending for social programs 1s being 
terribly squeezed; the current Budget Resolution provides no real 
growth in most existing social programs and, given the incredible in­
crease in the Pentagon's budget authority, and the unchecked growth 
in tax subsidies, we will be locked into an ever-diminishing amount of 
Federal Revenue available to address the urgent social needs in the 
country. The very authority of the Federal Government to safeguard 
the national welfare and to perform the leading role in promoting con­
structive social and economic change is under severe attack. Given this 
situation, it is of paramount importance that the Federal Govern­
ment not shirk its very considerable responsibility not only in seeing 
that social spending is adequate to meet the needs of people, but that 
the process whereby funds are distributed and used is an equitable one. 

I propose as a way to examine the long-term implications of General 
Revenue Sharing, and the overall context of trends in social spending, 
that a national commission be established to investigate the distribu­
tion of functions and responsibilities of all levels of government, to 
examine alternative grant-in-aid programs as well as ways to overhaul 
Federal, State, and local systems of taxation, and to recommend much­
needed reforn~s. 

I voted to continue General Revenue Sharing with great reserva­
tions. To turn the Federal spigot off without having a workable alter­
native would do incalculaole damage to our cities. As cities totter 
dangerously on the brink of insolvency, Federal support must be con­
tinued until a way is :found to improve upon revenue sharing. The 
strong civil rights and citizen participation sections in the new revenue 
sharing bill reported by the Government Operations Committee, hope­
fully, will restore the necessary Federal role in overseeing the program. 

JOHN CoNYERS. 

SUPPLEMENTAL VIEWS OF HON. JOHN L. BURTON 

I do not believe that gifts of federal funds to local governments in 
the :form of General Revenue Sharing is the best means of helping 
loca.l governm~nts with t1teir .fiscal problems. 

The separat~on of ta.xmg responsibility from spending authority is 
~r fiscal policy. 

I believe that local governments would be best served if the federal 
government would assume the total costs of the Yarious federal state 
and local welfare programs. Increased federal assista.nce to local ~hool 
districts would also be helpful. Such steps by the federal governm.ent 
would free up local revenues to fina.nce other duties of local govern­
ment, ;without the need for the general revenue sharing funds. 

While I have some questions and concerns about the present revenue 
sharing program, I can sup}>Ort the bill as passed by the Committee 
~!1-u~ of the expand~ and strengthene?- citizen participation and 
cml nghts guarantees mcluded. I am not m love with the entitlement 
approach to funding this program. As part of the overall bill reported 
by the Committee, however, I ca.n support it. 

JoHN L. BURTON. 
(89) 
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SUPPLEME:tii:T.AL VIEWS OF HON. ROBERT F. DRINAN 

When the lntetgoverD.IMntal Relations and Human :Relations Sub­
committee ~ he$rings on legisla.ti~ to extend the State and Fiscal 
Assistance Act of 1972 l8.st Septsmbet• I asserted the need for substan., 
tial impro~nw in t¥ areas of aocoun,ability, eqttit4\lility, citizen 
participation, and civil rights enforcement if the reve.nu& ~a.ri:ug pr~ 
gram were to be ~~. 'l'he enormous volume of t.esti1mony and 
da.ta recei~d by the Subeo:rnmittee (9ufinned the existence of Slgnifi.­
ca.nt flaws ~#)e operation of the. program and ~blished. the neces­
si;ty fQI' a legW.e,tJ,ye ~IM<ly. Throughout its delibe~tions on this 
i~ae, the Committee has been subje<rt.ed to inte,nse pressure py lol>b:y~ 
ists rep~nting 8tjate and local officials to ign9"& these obvious d~fi­
ciencies and eXtend the geneva! revenue slia.rmg program without 
ch~ ' - < !Lt. 

I am p~sed that the Committee has succ.ully wiutstood that 
challeiJge and. reported out a gop" bill whic!l extends revenue ~ripg. 
at i~ curnmt fundi,ng level for 3 and% ye~ ~)»~~~or elimi-. 
nating some of. the most ~enous SQoJ;tco:tn.iDRS?P~ rt~ s~W.ing Act. 
H . .J;t. 13391., which. was approvOO. 11y an overwhelmmg vote of 39 to 3', 
does not tamper 'with the fundamental premises of revenue sharing. 
Indeed, by eliminating mandatory expenditure categories and other 
cosmetic restrictions on the use of funds, the bill recognizes the fact 
that revenue sharing is, in reality, a direct operating subsidy for state 
and local governments, rather than a distinctive fuiid eannarked and 
utilized for specific purposes. 

The Committee retained. the complex fonnula through which more 
than 39,000 jurisdictions receive funds four times each year and pre­
served the freedom exercised by those recipients in spending revenue 
sharing dollars. At the same time, the Committee took steps to ensure 
that all citizens would benefit from the revenue sharing program and 
that local officials would be held accountable to their constituents and 
to Congress for the expenditure of revenue sharing funds. 

(00) 

91 

EQUTTABILrrY OF ALLOCATION 

The Committee struggled repeatedly with the queistioh of whether 
the allocation fonnula arri~ at .so~ what a.rbitrarily4 yefl.m &g(J w.as 
the roost equitable means of d1stnbutmg revenue shartng•funds. While 
all eed that the fonnula is im~rfect, no one could suggest an altet"­
nati~ which was clearly mo~ eqmtable. Moreovet) a;ny fonnula alter-
tion which increased the entitlements of some remptents. 'Would neces­

:.rily reduce the entitlements of others. For tha.t reason, the Ct>m-
mittee was reluctant to adoptmaj?r fortn~a eha.nges. · .. . 

It is s~ificant and rather d1seoncertmg that once an allocatlo:n 
formula m · a program of this magnitude is adopted there is tremen­
dous resistance to alter it, even in the face of ovenvheltnin~ evidence. 
For example, the General Accounting Office issued a reJ?ort on 
A ril 22 1976 which shuply critic~d the 20 percent per capita allo­
calion fl~r which automatically increases the entitlements of some 
10 000 jlirisdictioJ\S at the e~pense of more desen-jng r~ipi~nts. The. 
u~fairness and counterproduct!vity of the 20 percent R~r·was cm·rob­
orated by StudieS conducted by the Brookings Institute. and the N a­
tiona! Science Foundation. No rationale or justification for t}p.s 
formula provision was ever offered, yet the Committee voted to retain 
the floor without change. . 

The Corinnittee also failed to address the problem. of population 
unde'rCounting as it applies to the computatioh of re'Venut> sharirig 
entiiltmtents. Millions of American citizens and flleggt · aliens, not 
included in the 1970 census, are re~iving public services,provided by 
state 'and local governments but are not taken into ~~~t when 
revenue ~il.:ring entitlements are computed. As a res~lt, coll)Iriunitie$ 
ccmt.aiirlng a !arge proportion of unde,rcoun¥ indi;vidu~l$ i-ecs!v~less 
~nlie shanng funds on a per capita basiS tha~ they.~. ent~tl~ 
Ut. The Comri:iittee narrowly Ciefeat00. an amendment tQ teVise popu­
lation ft~res to the extent possi~le. ~ o~et; to incOf;PQi:'~te. those n~~ 
counted m the last census in the d1stnbut10n of re'Venue shatmg funds. 
I hope that both of these formula issues will -be oonsidered on t11e 
floor. 

The Co~ttee did ma~e se'Veral formula eha~. ~liieh sho.uld 
ultimately mcrease the fan~ness of the program. Fi~ It adopted a 
new ~ligibility requireMent ~~gned to eliminate· from the p~gram 
thoae ]urisdictions which refer to themselves as ~genera.} purpose gov­
ernments" ·while aCtually performing only one· public s~fvice. These 
nonfunctional or single pu~ tUrits have been re¢eiving a windfall 
under the current Act at the exparuie of the legitimate general purpOse 
govenUnents in the same area. The Committee bill will ensure that 
t~e actUa.l functions of a govemment, rather than its ~-gna.tion, 
will detennine ~ligibility for revenue !fuaring fun4 
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A second change appwved by tbe Cormnittee ,fStablishes an alter­
n&tive allooetion formUla to be used to distribute funds authorized 
by Gonw:ess for inolU&ion in a supplemental pot of revenue .m.ring 
fundi. This substitute formula em_phasizes tax e1fort to a great.et, 
extent than.the present form~l& and replaces per capita income with 
percent of population below the poverty line as 8J1 indicator of fiscaJ. 
capacity. It is not elear whether this seCond formula will prove more 
equitable or even as workable as the first. Indeed, the Committee& did 
not specifically -uthorize any funQing for this separate title of the 
bill. Yet, by establishiQg an alternative formula, the Committee served 
notice tb.at it is not willing to accept the present distribuion of funds 
as unalterable and that it Will continue to seek a solution w.hich best 
responds to the needs of all state and local government& 

CITIZEN PARTICIPATION 

E1fective citizen involvement in the decision-making process is 
fwulamental to the revenue sharing concept. While eleCted officials 
must ultimately decide how revenue shariiig funds are to be spent, 
all citizens should be able to oifer their suggestions and to advise 
their governments concenrlng the pro~ they think should be 
funded in whole or in part out of revenue sharmg. Faced With a 
record indicating that citizen p¢i~pation in the ex~t~ of 
revenue sha.rin,g -fonds has been virtually nil to dfote, the COmm.ittee 
adopted a etnes of important provisions to ensure more e1feCtive 
public input. 

First, the Committee added a ~ent that J'OOipient go.vern­
ments hold a public hearing on the pro'PO&ed ~diture of revenue 
sharing funds prior to submitting a Proposec1 U• :Report to the 
Oflice of Revenue Sharing. Under the current Act, local officials need 
not consult with or even infonn citizens about the av..ua.hility of 
revenue sharing funds b6fore rep<>rting how they intend to use the 
money. The addition of this new ~ provllion 'Will have the 
effect of ena.bling citizens to aet involved m the issues about the ex­
penditure of revenue sharing lunds at a sufficiently early stage in the 
~on-Jnlllring process to exert a meaningful impact. 

The Committee also added a requirement that recipients hold pub­
lic hearings prior to the adopti(m. of their budget to OODBider the pliO­
posed use of revenue shariDfl ~ within the context of their over· 
8Jl spendiDg l>l~ This J:equirement would be waived in the case of 
~te which •heady hold sucili t. h~. The most significant 
aspect of this pre-budget llearing is that citi~ for the firlt time, 
will be told hOw revenue sh-nng funds fit into ihe overall ~ 
awl, oo~n.ijy, what the actU&l fiscal iDput of the revenueahar:iDg 
dollars will be. · · 

While these new hea.ri.nl provisions are important, it is clear that 
the convening of a public nearing does not necessarily mean that e«ec­
tive citizen participation has been achieved. Particularly in the case 
of la.rge municipal and state governments, which OJ>erate on ooml!.lex 
multi-million dollar budgets, the ordinary citizen laCks the knowledge, 
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rtise to otter substantial input. In ~ese j~ 
the tinle, t.ndbl~eb~~nn· gs a.re insufficient to ensure e:fl~ve pComublie 
di~OI18, nu u.c .,... C'tizens Advtsory -

uw •• atton A specia.l vehicle, such asOtlis. 1 d tin the 
~cnp . ·ted b the Chief Executive cer an represen g 1iJ 

mi~ ac of t?e community, is needed. Such citizens' gr«?UPlB ~ 
vanous dated '- la.w in a number of federal ~ropms, mtc Act ~ 
been man d..,Jth Comm 'ties and Housins; Developmen o 
Model Cities an 6 • ttees um most necessary m a. program such a.s 
1975. AdvisorY Co~ local &.discretion in the expenditure of Federal 
reven~e 81?-an~ w ..b:i te I hope tha.t a provision requiring the esta.b­
funds IS VIrtU!!- .Y u. · Committees in the !SO states and tlle 540 
lishlne;nt ?s!u~!:,Z: !!fv:i $l million or more each year in revenue 
othe! JUffl d can '1...- added to H.R 13367 on the 1loor. 
sha.nng un s ""' · 

ACCO"CTNTABILITY 

. 'ty IPIYD81lditure cs.tegories and other 
Having eliminated the pnon --~ -- funds, the Committee a.cted 

restrictions on the u~ of re;i::..::J auditing standa.rds in ord~r 
to ~rengthethn report~billty of recipient ~vemments ~ t~e expendi­
to mcrease e accoun: Th GAO testified that e:nstmg reports 
ture of the federal dollarB: funds were meaningless. The problem 
on the use of rev~nu~ shanng sM.ring dolla.rs for other loCal reve­
was that~~=;~= local governments could e:flectively 
nues in ce m i fiSCal inpact of the revenue sharing funds. . 
co~ J!e a~t:, followed the recommenda.tions of the GAO= 
in this p:hlem by increasing ~he specificity: of re~.on ~~ reports 
an~ actual use of rev:enue sh:anng fun :a ~d blm,~m~e entire local 
to relate the expendtture of ~venu~ ul ':::I that Actual Use Reports 
budRet. Moreover, the Committee stiJi a betw th actual use 
sha.U provide an expla.nation of all ftere;ces h fu d.: as ~ported to 
of :ftuids received and tlhe ~~.!~ ilie:~eed be no relationship 
the Secretary. Underh e e _u~g t sa sit tends to use revenue sha.f­
whatsoever between ow a rec1p1en 1 
ing funds and how it. d:oes in fd!:df~h ~=:e e~ded upon the 

In the area. of a.uditmg ~ . ~ co~duct annual audits in aecord­
current requirement dra.t l"eclplen . . ractices. The Qommittee 
a.nce with their local laws and audit~g l: nducted ind61>8Ildent­
added the key requirement that such a.~te f ll ublic funds be made 
ly u.nd that a.udit reports Thth~xpeptn!t\:e Ge:e~ was authorized to 
availa.ble to th~ pribliC:th h m diting provision. If the regula­
evaluate compliance WI t e new au v of the Treasu:cy to carry out 
ti~ns to !»e promul~ted re'f{~:bS~t.J fue Committee, local govern­
this sect~on sccur~~;tely _ _.. e ~da.rd of responsibility and ae­
ments w11l be reqmred tom~ a new 
eountability for their expen~d·edtur_: of funds~al comprehensive report by 

The Committee a.lso provtt ~or a.n ann I pects of the pro-
the ~ret&:ry of the Treasut '3 ~.c~~~cl~: oomplian~ with 
gra.m mcluding the exten o C1 lZ8 r_- f dit'' standards, and 
civil rights provisions, the implementa~ion £,;&. Thfs report should 
the net ~1 impact .of .tsrevenue. ~:~~e program and serve as an 
greatly '&ld Congress m 11 ovemg 
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in~ntive to the Office of Revenue Sharing to enforce the provisions 
of the Act in a timely 8Jld forthright manner. 

NONDISCRIMINATION 

The provisipn adopted by the Committee in the area of Civil Rights 
~nforcement is among the most important components of H.R. 13367. 
The Committee's hearing record was replete with evidence that the 
Act's nondi!?crimination requirement had gone virt1,1ally unenforced 
since the enactment of the State and Local Fiscal Assistance Act of 
1972. Oversight hearin~s on the civil ri~hts aspects of revenue sharing 
held by the House Judiciary Subcommittee on Civil and Constitution­
al Ri~hts confirmed the need for immediate and decisive action to halt 
the discriminatory use of revenue sharing funds. The recommenda­
tions of the Subcommittee were contained in a report issued in Novem­
ber, 1975. The Committee relied heavily upon the expertise of its sister 
subcommittee in Ju,diciary in addressing the civil rights issue and 
fOl"mulating the remedy contained in the Committee bill. 

. The nondiscrimination provision, explained in detail elsewhere in 
.this report, is designed to provide for the effective enforcement of the 
prohibition on the discriminatocy use of revenue sharing funds con­
tained in the ~xist~g Act. By establishing a. set of compli8Jlce pro­
c~dures resultmg m the mandatory suspenswn of revenue sharing 
payments should proven discrimination persist, the Committee has 
~nsured t)1at.th.e la~ty of t~e Office of Reven~e Sh•ring in en.:forcing 
the no~diScrumnabon reqmremen~ of the Act shall not be permitted 
to contmue. Local governments will no longer be able to evade civil 
rights enforcement through slick accounting devices in reporting tJhe 
use ?f re~e!lue. sharing- f~ds. ~dividuals submitting complaints 
allegmg mvil nghts vwlatlons will no longer have to wait many 
months or even years before receiving a response from the Office of 
Reven~e Sha~ing. ~evenue shar~ng rC?ipients will. no longer be able 
to con~mue discnmm~tory practices without suffermg the suspension 
of their revenue shanng funds. Instead1 the federal government will 
take steps to enforce the law and protect the civil rights of all 
Americans. 

I would :h.ave prefened a st rongeJi non4J.scrimination provision 
than that ultJ.mately approved by the Committee. Specifically, I fear 
that the clause permitting recipients to avoid civil rights compliance 
p,t"'Oeedings by proving that revenue sha.ring dollars were not ex­
pended in the program in which the alleged discrimination occurred 
may prov~ to~ ·~ m~jor looJ?hole. ~s the ~AO. and other analysts 
have reported, It IS VIrtually ImpOSSible to Identify revenue ~baring 
funds as such once they are commingled with other local revenues 
.within an overall budget. If that fact is recognized by the Office of 
~venue Sharing in. administering this section, the ·~xception claus~ 
Wlll. not ha;ve much 1mpact. But, on the other ha.nd, if the Adminis­
trati.on r.ehes upon ~he ass~1rances of local governments and easilyr 
man~pulated 8.<i<JOQJ,ltmg dwg11ations as adequate evidence that revenue 
s~anng funds were not spent . in . ~~t parti.c~r program, cil!'il righi:$ 
enforcement will oontinue to be in•fl'~tual. · 

95 

9eeo d th~ requirement that a recipient must be eng~ in a 
, n ~r ~i"Ce -of discrimination" in order to '?e. SU~Ject ~ en-

' pat~rtt edings sets a different standard for Clyll nghts viols­
~~ in thiT.t than that which appears els~where m Fe~er~ll.aw. 
i~!l ot clear for example, how many acts or mstances .of discttmlt'la.-

. 
18 ~gainst ~ne or more individuals must be committed before a 

~~o~tern or practice'' is said to exist. Should thi~ language be re­
t!fned on the floor, I am thopeful that co~rts will sw~ftly m~tp~ the 
~ision tq provide the broadest poss1ble protoo~t4>n to Vlct1ms of 
aiserimination. 

Third the Committee bill requires the Secretary of t~e Treasury to 
hold a. prelim·inary hearing on o,~le.ged noncompliance m the :area of 
civil rights at the request of a rectpient goverm.nent before taking ~nY. 
action to defer the payment of revenue sharmg funds .. Qther civil 
rights provisions of federal law inva~f.l.bly. allow an a~rmstrator to 
convene such a hearing !Qt his discretion, without requirmg that he do 
80 This provision will tend to delay effective enforcement of the ·pro­
hibition against discrimination by al!owing recipient governme11ts to 
engage in time-consumin~ bureau~ratlcprocedure~?· . 

Despite these deficienCies, the mvil nghts provision ~dopted ?Y tJ:te 
Committee is an excellent one which remedies the maJor denctenc1es 
which have paralyzeq oivil rights enforce~ent under the ~c~ to date. 
Raving participated in the oversi_ght h~mgs of the J udtctary ·~llb-

. committee on Civil and Constitutwnal Rights as.well as the hea.rmgs 
of the Subcommitteq on Irttergovernmental ~e~at~on~ and H;ll!ll~ Re­
sources I feel that the adoption of li. strong CIVIl rights proVIs~~n 1s an 
essenti~l prerequisite to tlie complaints of the revenue sha~ng pro­
gram. I am pleased that the Committee r~ponded '!X> ~e pressmg need 
for change in this area by adopting a workable legislativ~ plan for the 
effective protection of civil rights under the revenue sharmg program. 

FUNDING l\UlCHANISM 

The Committee spent !1 cOnsiderable amo~t of time debating, alter­
native methods of fundmg the revenue sharmg program. There ';.Is 
considerable opposition to the continuation of t]:te present funding 
mechanism which both authorized and appropriated funds for the 
program for a five year period. Thus, unlike virtually all other ~ed~ral 
programs, revenue sharmg is exempt from the annual approprtahons 
process and from periodic r.eview by the Budget Committee, U ~d~r 
this appro~h, which v·iolates the ordina.ry rules _of the House, revenue 
sharing is, in effect, uncontrolled ~pending. While the Depa,~ment of 
Defense the Office of Education, the National Cancer Institute a_nd 
other e~ntial aO'encies have to stand in line each year to compete With 
other priorities to secure appropriations, revenue sharin.g fund~ have 
continued to flow on a guara~teed, uncontrolled basiS. Chauman 
George Mahon of the Appropriations Committee. and Budget Co!ll­
mittee Chairman Brock Adams urged annufl:l review. and ~ppropria.­
tion ; this would provi?~ local g~:v:erl'!ments With spffictent tni~;e to plan 
their expendi,tv.res without sattifictn~ congreSSJo"lrl overstght and 
fiscal responsibility. 
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Regrettably, the Committee .a 1 · 
IIIJl!lual foryvard ~<led a.~prop:fati~; ~~ec.ted the suggestion for 
third funding devoJ.ce-entitlements---.as mstead settled upon a 
tween the two alternatives desc 'bed a.n aile~ co~promise be-
gram~ are explicitly authorized .{.! the Bbodgve. t~le entltlem~nt pro­
combmed authorization-ap ro " · u .e ct, tb.ey are, m effect, 
lable spending. If entitleme~t fri~~lOn~ wluc~ CO?stitute uncontrol­
those programs such as Social sn mg lS ever JUstifiable, it is only in 
the recipient has a vested right ~~hity afud ':eterans' benefits where 
th~ ~ase with revenue sharing I hopee th~t ilinJt funds_. Such is not 
this ISSue ·and settle upon a medh . ~ ouse Will reconsider 
program which does not violate 'bZ:::!ll for ~Fg the revenue sharing 
fiscal responsibility. IC prmcip es of accountability and 

GOVERNMENT REVITALIZATION 

·I was pleased that the Committee d . . 
states to develop comprehensive plan: ~pte~ aJ'rovision to en~ourage 
and l?Cal government. The strengthe . refllooala ze and modernize st·ate 
effective planning and re · 1 rung- 0 government through 
tives of a pioneering reve~~~~.~~pebJj0!l'twd one of the key objec­
Henry Reuss and Senator Huber~ m ro uced by Congressman 
men~ of the State and Local Fiscal ~~ey well before the enact­
sha~mg can provide an im tus for 1 s ce Act of 1972. If revenu& 
effiCie~t providers of publk se . ful government.s to become more 
endurmgcontribution toourd=ces't· 8 program Will have made an 
by the Committee which em h: ocra Icsyste~. The provision adopted 
ra~he~ than actual structural db;:lZes. planmng and. ~mmunication 
this di::ection. yet it is an impo~~s md.J~t?vernment, ~s JUS~ a start in 
be retamed. a ul wn to the h1ll which should 

CONCLUSION 

In the wake of the Comm'tt , 
£osed extension of the reve;uee:h/;otracted deliberati?ns on the pro-
oubt~ a_:bout whether this is reall~ ~~gram. I contmue to harbor 

$6.·5 bllhon each year to meet the Y / f th ~Way to ~pend more than 
~ps the funds would be better s nee ~ 0 • ~ ~ 4roencan people. Per­
tw~a~ health insurance or in fedeJ::it m lllldiatmg a program of na­
or m mcreased aid to local e'd . assump on of state welfare oosts 
receive these dollars 'back dire~tlti?D· t1efhapg Americans WOuld rather 
mstead of turning them over to~~: and tri 0~ ~.du1 ced federal taxes, 
see fit. oca o Cia s to spend as they 

But it is apparent thS~t st t d 1 1 
United States have become ad: a~de:a governments. th,ro'!lghout the 
so'!lrce of revenue beyond thee~ of 1~.frThth\colltmuati?n ~f this 
tJ;Us program could lead some of our co · . :- 81 r.upt te~matwn of 
dijaster. The program has numerous fla~h::rt ~h to the ~rink of :fiscal 

flgh~1o;i~;:: :h=~ ~hgi~i]iive ~me~is~n:Jf~n~:~: 
revenue sharing program is to be a~ e8Cri· d ~bov~. But, if the 
forward substantially in the form pcont~dnudedl I :believe lt should go 

· roV! e tor m H.R. 13367. 
ROBERT F. DRINAN. 

ADDITIONAL VIEWS OF HON. ROBERT F. DRINAN (CON­
CURRED IN BY HON. JOHN E. MOSS, HON. DANTE B. 
FASCELL, HON. WILLIAMS. MOORHEAD, HON. BENJA­
MIN S. ROSENTHAL, HON. JOHN CONYERS, JR., HON. 
BELLA S. ABZUG, HON. CARDISS COLLINS, AND HON. 
MICHAEL HARRINGTON) 

At the mark-up session on H.R. 13367, the Committee adopted an 
amendment in the nature of a substitute to Section 10 of the bill. That 
amendment revised the non-discrimination provision (Section 122) of 
the State and Local Fiscal Assistance Act of 1972, and added new 
Sections 124 and 125 which expand the opportunities for citizens to 
protect their rights under the .Act. During the debate over this amend­
ment, a number of questions arose regarding the scope and meaning 
of the revisions. To msure an interpretation consistent with that dis­
cussion and the intent of the proponents, we wish to add a few words 
to the Committee report regarding these important provisions. 
Section 1£2 : Nondiscrimination Provision 

A. BaclcgrO'Uiflil 
Section 122 of the current law forbids discrimination on account of 

race, color, sex, or national origin in any pr()gram or activity funded 
by shared revenues which is conducted by a State government or unit 
of local government. Under the Act, the Secretary is authorized to 
take appropriate administrative action to secure compliance (suspen­
sion, termination, or repayment of funds for violatmg the section) 
•and to refer cases to the Attorney General for suit. In addition to such 
referrals the Act also provides mdependent authority for the Attor­
ney General to initiate "pattern or practice" suits. The current statute 
gives private citizens a right of action against the United States or 
a l'ecipient government for violating Section 122.1 

The Comlhittee received extensive testil'nony regarding Section 122, 
including an oversight report from the Rouse Committee on the Ju­
diciary's Subcommittee on Civil and Constitutional Rights.2 The evi­
dence disclosed a number o.f deficiencies in the effectiveness of that 
section: ( 1) the "fungibility~' of shared revenues has permitted recipi­
ents to escap~ coverage by designating the funds as having been used 
in programs or activities where discrimination does not exist while 
designating the use of their own "freed-up" funds in programs or 
activities which are discriminatory; (2) the Office of Revenue Shar­
ing 'and the Secretary of the Treasury have inadequately enforced the 
anti-discrimination provision by failing to process citizen complaints 
efficiently, to conduct adequate compliance reviews, to monitor com-

~
1 See, e.g., U.S. 11. 01t11 o! Ohfca.go, 005 F. Supp. 329 (N.D. Ill.) , a!J'd 525 F. 2d 695 (7tb 
• '1975). 
Tile Olvn Right• Aapeote o! General Revenue 8harlng, Nov. 1975, the ftndlngs of which 

are adopted and Incorporated by reference. 

{97) 
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plia~ce agreements, and to take any administrative action to suspend, 
~rmmate, .or seek repayment of ~~~~;s (3) the Department of Jus­
tiCe has failed to meet Its responsibilities under the Act includi~ its 
general autho~ity to monitor the co!Dpliance program of the Office of 
~ven~e Sharm~; and (4) the fr1vate remedies under the A.ct are 
m.sufficient, espeCially. t~e 1ac~ o a. ~rovision allowing the award of 
atto:ney fees to :prevailing pr1vate litigants and the lack of complain­
ant m~olvement l;ll co~plaiht processing. 

In hght of tlus eVIdence, the Committee determined that Section 
1¥2 should be amended to strengthf¥1 the non-djscrimination provi­
Sions.~ The purposes of the revision are to improve enforcement at the 
Feder~l ~ev~l, to provi~e bettE;r coordination among federal, state, and 
local CIYil. nghts agenmes, to msu;re that recipients will not be subject 
to C?~:thctmg en.f?rce.me~t standa.Jids, a.nd to increase t.he participation 
?f CI~Izen-complam~;tnts m the enforcement process. With these goals 
m ml.Jld, the Commitee adopted the following ohanges in Section 122. 

B. ArMndmen'ta 
1. SO!Jpe ofseation.~The present law prohibits discrimination on 

t_!l~ basis of rase, color, nati~nal origin, or sex in any program or ac­
t:~.vt~y funded m whole or m part by shared revenue$. The revised 
sectiOn would add a15e,4 a handicapped statl1!!',5 and religion as proscribed· 
grounds for e:x:clus10n.6 Because of the fungible nature of shared reV'-

1 
Since the passage of the Act, the Secretary has never SUIQI!Jlded sha.red revenues for a 

civil rights violation. Even when the Secretary had evidence Of\liUCb .a Ttolatlon In Chicago 3it stllfl [/fused to suspend funds until ordered to do so bf the fede~l court See u s 
11

' 
Yh o hioago, B'ftJra. The Secretary has suspended fundlf~ 0011!1'1 v'!Oiatlons of the .Act' 

sue as a recipient s failure to file a Planned Use Report ' 
• Ind revising Section 122 and adding Sections 124 and 125, the Committee adopted an 

~men ment olrered by Mr. Drlnan (as amended by Ms. Jordan) to Section 9 of B R 13367 
he final language tracks the Drlnan amendment In relevant part. · · · 

A •t This ftrovl~!on Is similar ~o the provisions of the Age Discrimination Act of 1975. That 
, c proh bits unreasonable age discrimination In programs and activities recelvln 

ftederal lldnanclal assistance, Including revenue sharing funds. The Committee Intends tha1 
s amen ment to the Revenue Sharing Act be considered a separate and lnde endent 

~~~~~~ogr~u~g:t1Wt 1age dtlscrtlmthlnattlohn Cnot be practiced by governments receiving ~evenue 
· s mpor an a t e ommlttee amendment be Interpreted In this man-

jer, ~{her1 th1 an be viewed strictly as an endorsement of the Congress' actions tn the 1975 
ge scr m nation Act. Unlike the 1975 Act the Committee bill would r hlblt 

~:i~lyml~at:g~ In all activities or programs of revenue sharing recipients, ~a~her r:f: 
b se ftrograms and activities receiving revenue sharing funds As 1 dl t d 

fh~vi.;nt~11fl~~~f t~ee ~do~\ed thls11~pproach In Its but because of the serious prgble~ ~f 
more detailed and a~~o:'natl~0• un 1 the ~975 Act, the Committee measure establlsb~s 
effectiveness of the provision ~~sJlrllJa~~a~ 1 te:f:-/Ca~~~aE;:~~~:se a~d n1ges not delay 
~~~~st~:t tg:~~~!,hlettberobaldllnesst obf thebJ,>rohlbltlon and the remedies provl~ed, 1f~~ ~~~~~i~ 
th e no e sn Ject to a Umlted or narrow In terpretatlo b d 
to eb~~~~w~liea~~~~f~mpel~datlotn Atct. Rat1her, the Committee bill and the 1975 legl~la~~~ a~! 
tl f ne ye comp ementary measures. Both seek to Insure the ell 1 
es~~bYis~nJfG!~:natb1iP~~~a~:~~~lf~nf~~0':,v'!~~ff J:ot~~T~~!Y a~n~e~ra~~~ tf~: nererth!l~:; 
mechanism. The Committee Intends that through cooperation agreements ( dis~~ .orcement 
~~~~~~~at~h~o t~elousaDt eptarttments responsible for enforcement under the two ~~~s h!?lii 

• T • gre es ex ent possible, those enforcement efforts. 
he Architectural Barriers Act of 1968 requires that all Federal b lldln 

:~~~:J81~~: 8~~~1~~e bee 1btearrlder-ftrheet f
1
otr purposes of achieving accesslbYllty f: ff:ed l~~~~ 

t · t n n s a s broadenln! of the nondlecrlnllnatlon pr hlbltl 
~g{~!~~t::!~~~,~~:':fne: :t1:~~~~nf1i:~~~~~t~o ~of0~~~~ ~~~~ln~c~~~tg!~1~s~rfo; 
ce;t~~i ::;;X~tg; :E£1:~~:~Jh~t tt~e g7neral prohibitions be Interpreted In accordance with 

~tcr:.~~:d:1~t ire~st5~~e (~~~1d~~:ra~i~ ~~ 1~~~ ~~~~~~.,~()~c'tJ~s.e~2:(~9tiW. ct~~e~t 
Hawki,:/1 "· Tow·n of Shaw ~61 F/1 ~(J 1~~r_e(a5-th' 4C41 u.1s9.L72.w): ~4_80 (U.s. ALprn 20.' 1976); 
Inc., 472 F 2d 631 (9th cif 19 . . r. • <Ttegory V . itton Syst ems 
197a). cert: denied 419 U g' 8812ii9~4j'!ngSv. J. M. Jl'ield11, Inc., 488 F . 2d 44,3 (5th Clr: 

LCir. 1974) , cert. denied, 422 U.S. 1042 '(1975v .. ~~dgo!o!l~cTtJt~~:,F5e()d8eF.z211il79 (8th 
oan ABIIOc(ation of Browa d a t 4 ') • . · ra ..,av ngB and 

ardson, 480 F. 2d u 59 (D.C. Clr~~9l~·) . 1111 F . 2d 818 (5th Clr. 1972) ; and Adams v. Rich-
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enues, the amendme!-1~ also removes the rest~~t~on limitinu ~he non­
discrimination proVision to pro~ams or actlv1ties fu~d~d m whole 
or in part" br, shared revenues. under the amendment, It lS presumed 
that all actiVIties of a recipient are funded with ghared re~e~ues. 

There may be circumstances, however rare, when a reCipient may 
be able to demonstrate, contrary to the pre~~~pt!(>n, t~at shared rev­
enues were not used in the program or actiVIty m whiCh the a~le.ged 
discrimination occurred. The revised Section 122 giv!:ls such a rec.q~t~nt 
the opportunity to make that showing. In view of the fungibility 
problem and the "~ecial danger of deception." 7 inh~rent in account­
inu for the e~pent,liture of shared revenues m specific programs or 
activities, the exception roquires a "clear and convincing" standard 
ofproof. . 

2. Enf01'aement meahanism.-T.he current law commits Federal en­
foreement to the total discretion of the Sec~tnry of the Trea:sury a:nd 
the Attorney General. In light of the h~arrmg record de~onstratmg 
the unwillingness to exercise that discretion to secure the nghts under 
Section 122 the revised section provides a more certain enforcement 
scheme. It ~lso seeks to improve coordination among Federal, state, 
and local civil rights agencies. . . 

(a) Secretary of t~e Trea~ury: The ~entral feature of the reviSic_>n 
is a trigger mechamsm 'YhiCh. dete~mes when ~he Sec~tl.ry will 
begin compliance proceedmgs by sendmg appropnate .notices to the 
non-co~plying recipients. Suoh notifieation will be tnggere4 ~nder 
two circumstances: (1) when a fede1'8;1 or state court or admimst.ra­
tive agency, after notice and o_pportumty to be h~_, makes a fi~dmg 
of discrimination (on the ba.s1s of race, color, rehg10n, sex, national 
origin, age,. or handic~pped status); 8 an~ (2) when the Secretary, 
after affordmg the recipi.ent an opportumty to make a. documentary 
submission, makes an initial determination of noncompliance based on 
his own investigation. . . . . . 

After notiification, the recipient has 90 days to end tJhe ~Iscnm~a~ 
tion and take whatever affinnative steps are necessary to confonn Its 
~ramices ~o the law. If the rec~pient believes ~t has ?ot violated Sec­
tion 122, It may request a heanng on t:h.e ments which ~·he. Secretary 
is required to initiate (but not necessanly complete) withm 30 days 
of the ~uest. At that hearinj! the recipient may raise any defense 
available under law, including the contention that tM shared revenues 
were not used in tJhe program or activity in which the alleged dis­
crimination occurred. 

In a.dvane of the hearing on the merits, the recipient may also re­
quest a preliminary hearing before an administrative law j~d~ when 
the notification to the rec~pient is based on t~e. Secretary'~ mitia.l de­
tennination of non-complJAnce. 9 Such a prelimmary hearmg must be 

t McCormick, On EvUence (1972) at 798. 
• Ordinarily the complainant or the other agency will bring such findings to t/Ae atirn· 

tlon of the Secretary. Under the revision, however, the Secretary also has an a rma ve 
obl!gntlon to uncover discrimination findings that are published In law reporters. le~rl 
journals. newspapers. and other publications, nnd to begin the compliance process on s 
own Initiative. If recipients have not. by the effective date of these amendments. corrPcted 
prnctlces already found to be discriminatory, the Secretary Is expected to begin compliance 
proePed!ngR bY notifying SUCh jurisdictiOnS Of their non-compliance StatUS. 

• when notification Is triggered by a finding of a Federal or state court or admlnl~tratlve 
ngency. there Is no need for such a preliminary hearing because the recipient has already 
bPen afforded an opportunity on the merits. 
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requeeted within 30 days of the notification of non-compliance and 
must be oompleted.~t~ the 90 day ~'grace" period. If the recipient 
demo~tea that 1t ~ .likel~ to _preva.?J on t.h8 merits at a. subsequent 
full h~, the adm.iniBt.ra.tive )Udge • authorized to order a deferral 
of a. fund ~uspension which: would !>~.iae aut«Mpatically occur at 
the conclusion of the 90 d.a:ys if ~lianceJB not acbieved,1o 

At the end of the 90 days, the payment of sbared revenues is auto­
m~oally ~pen4ed if a compJ..i8.Uc8 ~ent has nQt been signed, 
or 1f oomphance 1taelf has not been acliieved1 or if an administrative 
iucfP. ~ not entered an. appropriate order.n The SOSpel!Sion then 
rema.ms m e1fect for a penoid of 120 days, or 30 ~.18 after the conclu­
sion <?fa ~~on the merit& Within~ period. of time, the Secre-­
tary 1~ ob~ to ~e a ~al detennination of oom{llia.nce or non­
compbance. u iuuffiClent &Vldenoe of non-comcce 18 presented to 
the ~t then the suspension is lifted and~ pa~ents resume. 
U non~~ee is f~ the ftmds are te~ the Attorney 
~eralJB nobified, and the Secretary has the additional option of aeek:­
mg repa~t. of Federal monies previoual:r paid uncfer the Act. u 
Aft&r termiuatlOJl, the funds due that government would be returned 
to the gen~ra.l treasury. Su<:b _gove~ent could, of course, seek rein­
statement mto the program If It achieved full compliance w1th the Act. 

(b) AfltorneJ ~eral: Under present law, the.A$torney General il 
aut~ to 11lltiate lep.l action aga.inst any recipient which is en· 
2a2'ed m a "pattem or practioo" of discrimination m violation of the 
.A.et,u That authority is continued under the revision. The Attorney 
General is given exp~ authority to seek s~ flennination or 
repe.ym!nt of shaied reveuues, allow~ the Attorney General' to 
achieve m court what the~ may do administratively.~• 

The amended section gives the Attorney General added ~bility 
to monitor the civil riahtscompliance activities of the Office of Revenue 
S~ at Treasucy. "Under Executive Order 11764, theA.tcnmeyGen· 
eral ~readY. exe~ises that authority with ~to all other Federal 
a.gencnes,which dispense ·Federal funds, inclu~ the prescription of 
app~pnate "standBnis e.nd procedures re~ the implementation 
of ~tie YL" ~use ~ h~ t~ the pc&tion that revenue 
sharing J8 not a title VI program, 1t 18 neoesaa.ry to codify the prin-

»ll'he prellm~ admlnt.tratlve bearing Ia aldn to a jutUelal hfiiU'blg tor a pretlalll~ 
Injunction and tbe Mme etandarda for obtalnln~ neb Jlrillm!DarJ' retelet ant to ap&d7 Bee 
Oltmoce Y. BooN 0/B .. t~Mtten, 45811'. 2d 1167 (lid Clr. !1172). • 

11 The euspenalon of tunda applletl only to a loeal pvernment wbleh Ia Ute nbject or 
the notlllcatlon from the SecretarJ. The pa7ment of tande to otller ,onnuaentlln the 
State or the State ttaelf remaine unall'eeted 

u Whether repa:rment would be aour:ht b7 the Sec!ret&IT would depend on the fute of 
eaeh cue. Undoubtedl.J' repa7ment would be appropriate wheN tbe riolatloa le partJc:ularl 
~f:' ofr t0h1etrectP~!nt recalcitrant. In addition, wbere tbe -ney has alread7 been use~ 
o u a u '7 wh ... h, for uample, ~ens onl'7 one radal aroaP or falls to pro-ride ade· 

ql uate1 arranrementll tor the handleaplled, a demand for repaJ'ment would be Juet:Uled tt the 
ocat on or deet~ ot the atructure could not be approprlate)7 altered. 

u The worde 'pattern or practice" ant Intended to baYe the eame meaning each ot the 
!~~ t}~ea tbe7 a~peap.~!~ the revised section and are "not lnteDded to be eaoterlc worlta of · · "· w... .._..tree 2'emh Oorp. 487 !'. 2d 221 227 (5th Ctr 1871) While 
r.::~~:'~,SO(:l:lrtq moturealt1hantuandtaola{e4j or accidental tDetance of dlecrlmtnatiou, the 
1&f4 me) ae '7 me awa'7 or dlacrlmlll&tecl ap!Det Is not determinative " 
a ctuf:.~~!Jdc!T;: :::tlt~ would alwa71 M a "pattern or praettce," eomethlnrleae than 

A:..~~': J::-~::r: !:'.:~~~:; 
1 
ahar,:~ fUD41 OD tlle filth dQ' after the 

eueh Utlpt1on u bowner ftcl~t 0 w.'J..IU D O~ wtllnot be neecled In 
elon within thO..' 45 da71 '~e A&rn t 0 Ge a PH1balnaf'7 llljailetton qatut_ ~~~· 
eeek euepenllon b7 IDOYinr io dlleolft tht~D1vDU:U"o'n. mtrht later eoil.llder It appropriate to 
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eiples of Executive Order 11764: for revenue sharing purpoe& Thua, 
the emended Section 122 would require the Attorney Oen.=~~~m. 
other things, to a.,.rove compliance agreements for the 
insurblg uiliformi~y qf ,.ederal st&ildards. This is intend to 
both com.plaina.nts and recipients. 

The amended Section 122 makes additional provision for ooordi· 
nating the enforQement eftorts of the Secretary and the Attorn&)! Gen­
eral. In the revised section, the Secreta.ey is required to suspena pay­
ment of shared reven\les 45 days after the filing of a. "pattern or prac­
tice, suit ·by the .A.ttomey Gerieral apinst a recipient. The automatic 
s~on operaUs whether or not the complaint specifically alleges 
a VlOiat.ion of Section 122. The recipient, howeverl a.llVayB hu the 
~ht, within the first 45 da~ after filing, to dbta.m a preliminaty 
inJunction~ the suspension of funds py proving1 'Dy clear and 
con~ evidence, that the program or activity alleged to be dis­
criminafmoy 1ioes not utilim shared revenues.. The CommittJee intends 
that t"hie preliminary dl!terttlinaticm, if aought by a recipi• is to be 
mad& Ucfuslvely by the:~ The &c~a role under this section 
is pur&ly ministerial. 

3. (JitfMm N~ • ........Under the revenue sb&ring statute a.nd other 
antidiaortmina.tion la.ws, private citizen& or organizations repreaent~ 
their interests, may sue the :United States or a.nv recipient for Ulibi 
shared revenues in a. di8eriminat.ory fashion.u Th01e rights are con­
tinued under the revised Section 122. A new Section 125 of the Act 
authori,_ courts to award .ttorDey fees in citizea law suits and au­
thori.rJes the Attoi:D81 General to intervene when it is a case of general 
publi importa.nee. 

As 
0
noted. e&rlier, the bearing record also discloees serious abort­

eominga at the Office of Revenue Sha~ inlroceeB.iog complainte of 
di&crimination and monito~ oomplianee. new eeetion 1~ would 
correct some of that maladministration by requiring the promulga­
tion of ~ions req~ strict time tables for complaint in~ 
tion and compliance !Bviews. In additioni_the Secretar:y, at least 15 
days before the eifective date of any comp lance sgmement, would be 
~uired to forward a. copy to the compla.ina.nt for examination. The 
SeCMtary would also be lequiried to forward eopies of comp~ 
~within 15 days after receipt. 

4. /ftiter-ag~ cooperation ~.-To achieve greater efti­
Cie~ieJ In enforcement, the bill requires the Secretasenter into 
cooperation agreements with, appropriate Federal, and local 
~- Such agreements mliA detail the cooperative Orta to be 
unciertalmn, inclUding the sharing of ~urces and pereoonel. ~y 
would also include ,Plooeduree for notibiDir the .Seeieta!Y whenever 
findings of discrimma.tion are made or,~ in: 1.he case of tlie Attorney 
Generil, whenever a. pattern or practice suit is filed against a reci:J!ient. 
Before approving such ~nts1 the Secretary. must be sat.Wied 
that the effective participation in suCh a coo~ratlve U'l'8JII8Ulent. 

5. J'flllici4l reV~e~D.-:U a reCipient is aggrieved by a final det8r­
mination of the Secretary under Section 122, judicia.f review. may be 
sought pursuant to existing Section 143(c) of the Act. In aceord&nee 

•Bee dlKalidon of leetlon 1211, ,.,.._ 
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with the settled rule in administrat.i?e practice, only final judgments 
are appealable. 
Section.114,: Oit'izen OompltMttl and Oomp~BI'fJWwa 

The hearing record disclosed serious deficiencies in the procedures 
of the Office of Revenue Sharing for p~ citiJ;en complaints and 
conducting compliance reviews. These deficiencies applied to a 'Whole 
~of citizen complaints.t not only those involving allegations of 
disCrimination. Similar denciencies were uncovered respecting the 
ORS' conduct of compliance reviews to insure that the provisions of 
the Act are followed. A new section 124 would correct muoh of this 
mala.dnllnistration b)' requiring the Secretary, by March 31, 1977, to 
promulgate rules and regulations establishi,ng procedures and time­
tables to process citizen complaints and underti.k.e CO:fD.pliance reviews. 
Sectiofl1t51 P~ OiwActiou 

Under the present Act, both Federal and ~ courts have recog­
nized the right of citizens to bring civil actions against the United 
States or rec1pient governments to remedy violations of the statute.18 

That right of action is continued under this bill11 A new section 125 
is added however to &uthorize the courts to award attorney fees to 
preva.ilina' plaintiffs so that access to the courts is mea.ningful11 In 
Ah!uka 'Pip6_lim Se~ Oorp. v. The Wildemeu Society, 421 U.S. 
240 ( 1975), the Supreme Court held that counsel fees cannot ordinarily 
be awarded without express congressional authorization. Therefore if 
citizens are to recover their attorDey fees, this section is essenti&1.1• 

It is expected that the court will apply the attorney fee provision 
in accordance with applicable Supreme Court and lower federal court 
standards. See Newmatn v. Pigf/W Parle E1tkrpr{8a, ['TIC. 390 U.S. 400 
(1968) · B'f'(},(/,hy v. Sclwol Boarrl af the Oity of RU~hmond, 416 U.S. 
696 (1t74); Parham v. SouthweBtem Bell Ts'lephone Oo. 433 F.2d 
421 (8th Oir. 1970) ; Lea v. OOM Milll 0M'p.1 488 F .2d 86 (4th Cir. 
1911); and A:ipim of New YtYI'k, Inc. v. Board of Education of t'M 
Oityof Nww York. 66 F.R.D. 54:1 (S.D.N.Y.1975). 
Fo:rthe~, Section 125 would authori.Ee the Attomey General., 

as a ma.tter of right, to interven& in any frivate a.ction brought 1' to 
enforce compliance with any provision o this Act." See 42 U.S.C. 
2000h-2; SpafiAJ!M v. United Stat.~ 415 F.2d 1242 (9th Cir. 1969). 

H See, e.g_, JCo.tllew• v. Jlauell, 356 F. Supp. 291 (N.D. Ga. 1078) 1 ll.JB. T . . Oitv of 
nMcago, 39a F. Supp. 329 (N.D. nt.), otrll IS2ll F . 2d 691S (7th Clr. 197o).; Jloo~ v. 
JlcDonold? 2511 Ark. 978, :504 S.W. 2d 726 (Ark. Su_p. Ct. 197-1) ; l'011flwh v. JCoOifnfoolo:, 
-+-Mont. -. :526 P. 2d 999 (Mont. Sup. Ct. 167t) ; BohreUHr T. Lllfl"!t. 1!18 F. 2d 1099 
(7th Clr. lfl7ll) . To the extent the Bchr'flllflr cue ban prlYate na. 1ll Jn~Geral eourt f!1f 
jurisdictional reasons tt is disapproved. 

11 Durlog coostderahon of H.R. 18867, the Committee struck as nperftuoua and unneeea· 
sary language regarding "standing" and "rellet'' ln P.rlTate eiTll aCtions. Courts alread:r 
recognize the right of citizens to sue tor violations ol the Act and to obtain appropriate 
rellet, lncludlnc auapenalon, termination, or repayment of fundi. U.S. Y. mtv of Qh(oago, 
111711'0. Tbe Committee also atruck language requlrtng tbe exhautlon of admtnlatrattve 
remedies before private eulta can be brought. 

11 Allowing attorne:r feea onl7 to JlrevaWng plaintifra tracka eertala_proYlldona of utetln~ 
law. See 1:5 U.S.C. 111 ; 28 U.S.C. 216 (b) ; 41S U.S.C. 1118(p) ; •1 U.S.C. 206; 49 U.S.C. 
16 (2); 18 U.S.C. 1964(c). 

18 Since the Unlted Stat. wUl u4oubtedl7 be a detenaut trom time to u- the pro'ff· 
slon tor counsel fees la Intended u ~ autMrlsatlon for neh teea wltbln the meanlng 
ot 28 U.S.C. 2412. . · 
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The Attomel' General must certify that the. case "is of general public 
importance,' and the application must be tunely. 

RoBERT F. Danu.N. 
JoHN E. Moss. 
DAN"m B. F ASCELL. 
WILI.LUI S. Moo1lBBAD. 
BENJAKIN s. :RolmNTHAL. 
JoHN ColfYl:BS, Jr. 
BELLAs. ABzuG. 
CARDI88 Cou.INS. 
Mte:anL HA.IunNarol!r. 



DISSENTING VIEWS OF HON. GLENN ENGLISH 

In the months that the State and Local Fiscal Assistance Act Amend­
ments have been considered by the Government Operations Commit­
tee, repeated efforts have surfaced to em..Ploy the revenue sharing con­
cept as the vehicle for a. va.riety of regulations and restrictions on the 
independence of local governing units. 

The original concept of revenue sharing was based on the reason­
able belief that state and local governments, which are much closer 
to the citizens than the federal burea.ucracy, could better decide how 
to utilize tax revenues most wisely. 

There is no justification whatsoever for the federal strings which 
are now attached to revenue sharing-tJtrings which can only lead to 
greater federal intervention in local affairs, and greater local depend­
ence on the federal bureaucracy. 

I have watched with growmg alarm as amendment after amend­
ment was added to the State and Local Fiscal Assistance Act. 

The Committee's bill, as reported, broadens the federal role in local 
governments through a stiffer nondiscrimination section, a complex 
set of citizen participation guidelines, and by a far more comprehensive 
audit procedure. 

But these amendments, while extremely disturbing in their im~lica­
tions for the programt ~o not begin to offer the threa.t to smaller Juris­
dictions which is implicit in Section 9, the Rosenthal Amendment. 

This measure, in the words of its pro~nents, "sets as a goal the 
preparation . . . of a plan for modermzing and revitali.ziiig state 
and local government .•• (and) requires each state to subnnt •.• 
a report annua.ll;r on the state's progress ••• " Its sponsors further 
describe it as "an nnportant first step" towards increased centralization 
of governments. 

In this amendment lies the threat of extinction for every small mu­
nicipal government in America. Although the Rosenthal Amendment 
does not require immediate dismantling of small town governments, 
it clearly sets consolidation and "efficiency" as a. federal goal. 

It is mcomprehensible to me that this Committee or this Congress 
might accept such a policy~pecia.lly as a section of the revenue 
sharing prow.-am. 

I have faith in the ability of the citizens of local jurisdictions to 
elect a representative ~vernm.ent which will use the federal funds it 
receives in a manner which benefits the community as a whole. But 
instead of strengthening local government, the many amendments at­
tached to the State and Local FISCal Assistance Act by the Committee's 
bill would throw the door wide open for federal donnnation of smaller 
communities. 

I believe that H.R. 18367 as reported negates the trust which the 
Congress quite properly placed in local governments. Its effect upon 
these small governments would be so far-reaching, and so dangerous, 
that I firmly believe it should not be passed in its present form. 

GLENN ENGLISH. 
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ADDITIONAL VIEWS OF HON. ELLIOTT H. LEVITAS 
(CONCURRED IN BY HON. L. H. FOUNTAIN, HON. DON 
FUQUA, HON. RICHARDSON PREYER, HON. FRANK 
HORTON, HON. JOHN N. ERLENBORN, HON. CLARENOE 
J. BROWN, HON. PAUL N. McCLOSKEY, JR., HON. SAM 
STEIGER, HON. GARRY BROWN, HON. CHARLES 
THONE, HON. ALAN STEELMAN, HON. EDWIN B. 
FORSYTHE, HON. ROBERT W. KASTEN, JR., AND HON. 
WILLIS D. GRADISON, JR.) 

We support the continuation of the State and Local Fiscal Assist­
ance Act, ootter known as the "General Revenue Shar~" J?l"'gra.D;l. 
The bill repored by this Committee makes many sipcant nnprove­
ments in the program in the areas of citizen participation, report4tg 
reguirements and eliurlnating discrimination. We have done away 
with the restrictive categories in which revenue sharing funds had to 
be spent and, by do~ so, have more fully implemented the concept 
on which revenue sharing is based, that is, letting State and lqqtJ 
elected officials, who are close to the people, have the decision-ma.ki.rii 
power to determine the most effective means for meeting their own 
community needs, which they know best. 

Unfortunately, this Committee has, in one most significant in 
stance, taken a giant step backwards. We refer to the amendment 
offered by Congressman Rosenthal which was adopted, on reconsidera­
tion, by a one vote mar~ in Committee and which we strongly oppose. 
It now &pears in the bill as Section 9. An amendment will be offered 
on the floor to strike it. 

The amendment requires that each State government prepare and 
d~ve~op a :'master plan" and ''timetable" for "modernizing" and "re­
VItahzi~' State and local governments. It further spells out the cri~ 
teria wh1ch the States may use in developing their master plan, and 
requires the subcommiss!on by the f?cretal'f. of Treasury of annual re­
ports to Congress on the1r progress m meetmg these go&ls. The criteria 
mclude, but are not limited to: 

Easing the restrictions on the bottowing and taxing powers of local 
governments; 

Liberalizing municipal annexation of unincorporated areas· 
Authorizing eity-oouncil consolidation or transfers of speci.fi~ func­

tions bet":'~n muni~p!'liti.el! and counti~; 
1\-uthonzmg 'J!l~}Ciplilitles to exerciSe extraterritorial planning, 

zom!!8' ~d subdiVISion control over unincorporated areas not subject 
to effective county control; 

Developing minimum State standards for services at the State and 
local level; and 

Reducing the number of local governments too small to provide 
efficient administration possessing inadequate fiscal resources. 

(lOIS) 
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The Rosenthal amendment is a death-d~ blow to the whole con­
cept of a federal system o~_government. It is clearly the first step at 
letting some bureaucrat in Washington impose his ideas of ''modem" 
and "revitalized" local and State government on the 50 States and the 
37,000 local governments across the nation. 

The amendment is described as "pel"'llissilre" in Jlature, but its pvq­
ponents further call it "· •. an important first step." A ~rst step is 
necessarily followed by a second step, and then more steps until 'We 
reach a junction in the road which this Commitflee, in reporting :re­
enactment of general revenue sharing, never intended to follow. In 
th~ "first" step we are ~hMr.g the State and ~al govermnents. 
Will our next step be to retJUire thelllt and then to ~minuter a. mod­
ernization and revitalization plan stamped out by W ~Uf}lington' Will 
t-he distribution of revenue sharing funds be tied to the efforts of State 
and local governments to comply with the master plan~ 

Is the federal government itself_, after all, the model of eBWiency 
a.nd modernization that we are a.s~ng of State and local gqvernments 
thro~h this atnendment 9 Perhaps we should ~ply the criteriA set 
forth m the Rosenthal amendment to ourselves firSt before we ,P(?int f 
fln.2er, albeit advisory, at our State and local g<>l'ernments. •'Phvsipiatt, 
heal thyself." 'C 

Some of the criteria set forth in this amend.nient, such as impt'ov­
ing local tax bases, authoridng intergovernmental Clblltra.cts, ett., may 
be ' worthy of consideration and desirable ends in and of themselv-es. 
Howevert each of these may be desirable, only if initiated by ~e 
State ana local government in this country what is an \b!provemE-nt 
for them in modernizing their governmental structure. n the con· 
sti.tuents of these States and local jurisdictions don't like the way 
tln!lJS are run, let them send the message. 
. The general revenue sharing p~am is not the proper vehicle to 
l:tnplant. every Member's ideas of wliat is improv~ ~ooal gow:tnment. 
In _Apnl, last year, the Genetal Accountii\g ~ ¥~sued a r.epo\1 
whteh cone1ude(l that the general revenue sliaiin~ pro~am was not 
the vehicle to bring about ·or even encourage ''in~tle~uation" of lo­
cal govern!llents. In the appendix t.o that GAO repOrt, entitled •'Rev­
enue Shanng and Local Government Moderni~on,'' Daniel J. Ela­
::a_~f: the Center for the Study of Federa.liim at 'l'emple U4ivel'$ity 

- .• it would be both infpsible and inappropriate to amend 
!be ~venue Sharing Act to provide induoamtnta for modem· 
IZ&tlon.. In .Pa~, this is. because it is uncleatt Pm!ely what 
modenu~t~on 11!-volves these days. Beyond that, the political 
and adtpinjstmtive probl~s qf establishing a eingle feder· 
ally enlo~ble patt$rn are enormous and likely to be coun­
ter-productive. Moreover, the value judgmertts that must be 
made befox:e such &_plan could be enacted into legislation are 
very.~at J?deed. One of.~ ~at values of federalism is the 
~~ility 1t o:ffers for ~hvel'Sl~ a.nd experimentation. Both 
ex1~ m great J!l~Ure 111 the Ullited States ttKlay and any 
actt<?ns th!Lt mtght reduce eith~r desel'!e long and careful 
CODSideratlon. Finally, COngNSSional acbon to attach serious 
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conditions to general revenue sharing would by any standards 
be a radical departure from the original premises of the rev­
enue sharing idea and would change the character of revenue 
sharing beyond recognition. 

Our system of govermnent is a federal system. 'fhe states and 
their subdivisions are part of that system. Thi~ Rosenthal amen~ 
charts a new course in the federal-state-loeal relationship. If the 
Rosenthal amendment is not deleted, we will undermine the entire 
~stitutional concept of federalism. The Rosenthal amend.mmdl is 
at best a dangerous p~ent. 

Some local governmental structures have been in existence lo~ 
than even our federal structure. Many of them operate with a level 
of representation and a record of achievements deserving of our envy. 
Yet the Rosenthal amendment suggests that these governments arlopt 
new ways of handling community needs, even though they may have 
been successfully dealt with for generations. 

We believe in the precepts on which general revenue sharing N­
based. It is a straightforward approach which recognizes the ability 
of elected State and local government officials to identi!f and resolve 
their own problems. It restores tax revenues to local officials, and ex­
presses our confidence in their ability to use these funds wisely. The 
Rosenthal amendment cuts into the trust we have affirmed in local 
officials a.nd jeopa.rdizes the basic concept of general revenue sharing. 

The cost of developing a masterflan and tlie subsequent implemen­
tation of it, dilutes the purpose o these funds for community ae:rv· 
ices and could in the long run exceed the amount of total federal 
dollars derived, in addition to the le,gal threat it poses to our C.on· 
stitutional federal system of govenunent. 

By adopting an amendment to delete Section 9, the House of Repre­
sentatives will reaffirm its belief in the federal system and its su~port 
of the concept behind general revenue sharing. 'nte dollars that S tate 
and local governments would receive could not be oworth the cost of 
oonverting our States into provinces and our local governments into 
administrative p~inets molded and run by a powerful central gov~ 
ernment in Washington. That would be the end of our federal system. 

ELLIO!T H. LEVJ;TAS, 
L. H. Fomn-AIN. 
DoN FuQttA. 
RIOJJABD80N Pun!t. 
FRANK HoBTON. 
JoHN N. ERLE!mORN. 
CLAUNCil J. BROWN. 

, PAUL N. MC::<Ju>sxzr, Jr. 
SAH STEIGER. 
GABRY BROWN. 
CuAm.zs THoNE. 
A.I.A'N' 8T:uLKAN . 
EDWIN B. FouYTRE. 
RoBERT W. KAsTEN, Jr. 
WILLIS D. GRA.DuoN, Jr. 



ADDITIONAL VIEWS OF HON. FRANK HORTON, RON. 
JOHN N. ERLENBORN, RON. JOHN W. WYD;LER, RON. 
CLARENCE J. BROWN, HON. PAUL N. McCLOSKEY, JB~ 
HON. SAM STEIGER, RON. CHARLES THONE, HON. ALAN 
STEELMAN, UON. JOEL PRITCH.Alm; HON. EDWIN B. 
FOBSYTHE, ROBERT W. KASTEN, JR., HON. WILLIS D .. 
GRADISON, JR., AND RON. GARRY BROWN 

When the State and L«al Fiscal .Assistance Act of 1972 was signed 
into law, government officials from to~ cities, counties, and States 
heralded its enactment as the most signiftoant ch&!lP in Federal-State­
local ~lations since the beginning of the New Deal. 
~ the. nearly five years of the program, $30.2 billion has been. 

distribut«t to 89,000 units of government. The funds made available­
under this prognun, with a minimum of restriction, have reduced th& 
increasing pressure on State ·and local governments' bll'dgeta. 

On ThurSday_, May 6, 1976, the Full Government Opel=ations Com­
mittee approved a bill to extend this .P~ for 3%, years. The p~ 
posal C?ntains some. excellent proVI~ons incl~ an entitlement. 
mechanism for funding revenue sharing and a long-term authoriza­
tion of 8-%, years. 

However, the bill also includes some provisions which are alien to 
the concept of General Revenue Shar!ng; burd61180me in the require­
ments they impose on State and local governments; and contrary to 
the structure of a Federal system of government. 
Tlt6 Ro6MiithaZ amendment 

~ to the p~rposes of General Revenue Sharing, is the gcal of 
pron~ fiscal asaistance to State and looa.I sovernments without th& 
encumbrances of traditional categorical &sSlSQmce. One amendment 
apJ>roved b;r the Committee would add a restriction which 'Will in­
e!J.t&bly lea.Q fA? a. convel'Bion of revenue sha~ into a bure&ueratic­
mghtmare. This 11 the !Wsenthal •Modernization of Government 
Amendment." 

The Rosenthal Amendment would have eaeh State ~vermnent pre­
pare and develop a master plan and timetable for mOdernizing State 
and looa~ government. But the master plan is to be designed '&COOrding 
to WashiD2ton-defined goals as outlliied in the subseCtions (c) ( dJ 
and (e) of the amendment. 

The RoeentJW Amendment also directs the Governor of each State­
to submit the proposed master plan to the State leaislature and ~ 
the chief ex~tive officer and legislative body of eaa1i county'govem­
ment, toWD&bip government and other units of local governments. 
~e responses of these governments '8.1'6 to be co~iled and sub­

!Jlltted to the See~ry of tbe ~on an annual basis who in tum 
18 ~P<?Bed to submt~ an annual "progress" report to the Col_lgreSS. 

This 1S bureaucratic red tape at its worst. The number of reportB. 
(lOR) 
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---4--..:1 b th Rosenthal Amendment will place additional burdens 6-;ji'~ f e mment WITHOUT a:p.y d~onstrable benefit.. 0
Th ttan~f:r modernization ~lish~ m th~ amendment. m-

e 1 -la 88 " substantially unprovmg the e1fective-
clude such laudah e 5~ f·s· tate' d local government." By what 
ness, economy and equity 0 an · easured 9 Th stand 
standards •re •ftectiveness, economy and eqmty m e. -
ards mr the dNign of State and local governments are the pronnce of 
their COIUJUtuenc1es. · Fed 1 b We oppose the ereation of another self-perpetU'&ting era u• 
reaucraey to p 888 judgment on these non-Fecferal concerns. 

R~~ • ~ • • t ents The reJ)Orting ~rem.ents now nn~ o~ reClplen governm 
.are a aood eDmple of how both the SubcomDllttee and the Full Com­
mittee nave loaded down the program with requirements without look­
ing at the implications of these ~ui~ts fo~ the governments that 
must administer the program. .Repo~ ~wrements for any pro-
gram should be designed to meet the follo'Wlll$ needs: . 

L To inform citizens of the ~ .arnval of reyen~e aha~ 
funds and to prepare them to participate if they so deSJ.re m the allo-
-cation of these resources; . . 

2. To inform the Treasury and Congr.a of how rec.IpiaDt govern-
ments have choeen to spend the money; find • • 

3 To provide some basis for ascertainin8 whether reClpient govem-
~ts have allocated funds in compliance Wlth. the law. . . 

These three purposes stro~ly su~ ~t the reporting, ~Ull"8-
ments of the Bill rep~nt the collection of information for informa-
tion's sake. col 

Specifically, it is not necessary for Co~ or the Treasury ~ 
lect "Proposed Use ReJ?Orts. Actual Use Reports are enoug-h. Pro~ 
Use ReJ>Ort& serve the lDl.:eortant p~ of preparing ci~J.ZellS for par­
ticipation in. the local budget process, but ·because of .their tenuous na­
ture, such reports are of little use to the Federal oftiCJ.als. 

Unless a compelling purpose cap. be identified, why ~hould we 
~ Federal employees to recetve, read, and, categorize 89,000 
Pl&nned Use Reports ranging in complexity from· a few P.~ for 
small localities, to many volumes for States and large etties and 
eountiee. • d • f the The ~ent of the Bill to automatically sen cop1es o 
Actual Use Report to each of the Governor's offices is another good 
e:nmple of unnecessary repo~. This provision assumes ~t all 
Governors wish to rece1ve such reports ana would do somet¥ng use­
ful with these reports after they receive them. Such reports shoUld be 
available to Governors only upon l"eq!lest. 

The Full Committee added an &aditional and unnecessary record 
keep!' provision that ~uires all 89,000 recipient governmen~ to 
ideiti pa.rtieular items in their bucJP.;e funded by revenue sharmg. 
The o y usefulao- of this proVJSion is to put recipient s:overn-
ments on notice they must strictly aooount for the expenditure of 
these funds. • . . 

This strict accoun~ would assist reClpient governmen~ m oounter-
4tg nondiscrimination suits by helping to meet the reqwremen~ of 
clear and convincing evidence of the uses chosen for revenue sharing 
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f~ds. Adding this requirement to the 'bill, however, conflicts with posi­
h?ns supposedly taken by both the Subcommittee and the Full Com­
mittee th~t ~venue sharmg funds are by their very nature fungible. 
~der this VIew, no amount of accounting will help to separate sharing 
. d~ fro~ other tax rev~:r;tues. As a consequence, the requirement to 
Identify With great precunon the use of revenue shqring funds will 
prove ~ be another exa~ple of a meaningless Federal requirement. 

Until now the reportmg of proposed and actual use of revenue 
sha~ing funds waEJ done at the time recipient goventments received 
notice from Treasv.q oJ ~he arrival of funds. This allocation of funds 
could. occur at any. time m .a local government's fiscal year. The bill 
as written, would tie reportmg .and citizen participatioh requirement; 
to t~e local budget proceSs. L?cnl governments must allocate revenue 
sha';"mg ~nd~ at. th~ same time they allocate their own resources. 
'W!I1le this ob)ecttve IS lauda'ble, the proponents of this change have 
fatled to account for th~ fact that 94 percent (see Exhibit I) of the 
local governments of this country have budget cyele8 Qifferent from 
that of the Federal governmeht. 

Unless over 3?,000 recipient governments change their fiscal eycles 
to eo~pond '!VIt~ the Federal fiscal year, which Is neither reasonable 
!lOr desirable, It will nQt be possible for these governments to totrtply 
m good faith with this provision. 
If the requiremel\t is not ehanged, these governments will have 

to resor~ to accou~ti~g tricks and gimmicks to meet the letter of the 
law. ?'his res~;Il~ fhes m ~~e fa.ce of the 9ommittee's intent to !Wtprove 
me~tmngful cittzen. partt(lipatt{Yn, planmrtg and accountability for the 
use of revenue sharmg 'funds. · 

EXHIBIT I 

SUMMARY OF LOCAL GOVERNMENT FISCAL YEARS 

Total.. ___________ • _______________________ •• ____________________ ••• __ 

Num~rof 
governmtnla 

f'ercentof 
total 

Noht: Main ·point~ percent of all local governments have fiscal years ending at a date different frcm that of the Fed­
~~.1';~•rnmeAl 85 percent of all local governments have fiscal years ending at I of the following dates: f4ar, 31, June 30: 

Source: Bureau of Census. 

A udi6:ing requirementa 
The Committee bill requires an audit of the entire recipient gov­

~rnment's finances rather than just those programs funded in who1e or 
m ~rt by reve~ue sharing. Few major local governments conduct 
audits of a.ll their finances e.ach y~ar. Many programs are audited on 
a thr~ or four year cycle. To reqmre that a major city like New York 
or Chiell.go completely ltudit all of its finances yearly would be an ex-
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~nsivQ pJ;oposition requiring tr~mendous audit staffs producing thick 
.documents that may hardly change much from year to year. 

The Committee has not focused on what is to be done with this audit 
infqrmation . . Clearly, tpis requir.ement will yield much more than is 
n~:ry t o determine .!;Omplianc.!e with provisions of the Act. This 
extra information is eompiled at gr~t cost which will serve no pur­
pose ~cept to incl"ease the burden of Federal paperwork. 

The Committee Bill requires that these financial audits be in ac­
eordance with generally accepted auditing standards. yet, it is not at 
all clear that suoh standards e:ll.-ist in opevat ional form for State and 
localgoyernmenta. 

Proponents of these audit standards argue that such audits will 
prevfJlt local goverrunents fnom bankruptcy similar to what befell 
New York City. The proponen~s £ail to addreSs the fact that audit 
r~rljs usuallv fail to .confront the really ifllportant quest ions that 
pertain to the fiscal solvency of State and local government. There are 
many different ways to estimate revenues and expenses. Playing with 
th~se tecAniques is the way some State and local governments bring 
th~ir bwlgets into "ba,lance." Audit reports tend not to :focus on the 
imp<»;tant questions of whether a budget is actually in balance, whether 
ei¢lma.ti.Rg techniques are valid, and whether the steps necessary to 
aahieve or maintain balance of revenues and expenses have been taken 
On the contrary, audit rewrts tend to f~us only on whether funds 
have been ~xpended in the manner appropriated. As a consequence, the 
important information promised :by the author of this amendment 
may never materialize. 
N ondisC'T'imilnation provisiom 

Since the early 1960's, the Congress has repe11tedly enacted civil 
rig!lts leg!.slation designed to bring the full power of Federal enforee~ 
meiit mechanisms to Oea.r on guaranteeing constitutionally protooted 
l'i~hts for all American citizens. Beginnmg with the historic Civil 
R1g:Pts Act of 1964, the Con~ has reaffirmed its commitment to 
strong civil rights enforce111ent through the Public Accommodations 
Act, the Equal Employment Act and the Voting Rights Act. 

When markup of the General Revenue Sharing extension proposals 
began in earnest e~J,rly in 1976, a bipartisan effort was started to pro­
vide an improved nondiscrimination provision commensurate with the 
seope of the General Revenue Sharing program. Legitimate criticism 
had been lodged agajnst the Office of Revenue Sharing for its lack of 
initiative in enforcing the nondiscrimination provision of the existing 
law. 

The basic goal of the Subcommittee was to "send the Office a Reve­
nue Sharing a message'~ that effective civil rights enforcement was a 
principal goal of the Congress in its extension of the revenue sharing 
program. 

The pro.visions which emerged from the Subcommittee on Intergov­
ernmental Relations and Human Resources were extremely .compre­
hensive in that they extended the nondiscrimination protections to all 
activities of local government unless it could be proved by clear and 
convincing evidence that revenue sharing funds were not used in the 
!,tctivity where the discrimination was alleged. 
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The provisio~ contained procedural ~eguards for recipient gov­
ernments but .Blmultaneo!JS~y removed disCretion from the Office of 
~:W:~:Sharmg on the tlDllilg and degree of fond suspension and/or 
_,.u.w.&lloWOn. 

When the Full Committee on Government Operations met on May 
6, 1976l an alternative was approved that eliminated many of the pr<r 
ced~ .saf~rds in the Su~mmittee provisions. 
Prin~p&l among these 1p-odifications is a provision 1mr;;tting the 

SUSpeD.Sion '?f re'!61l~e ~~ funds on the basis of the · of a civil 
actiOn allegmg discrunmation on the part of a w.:&ent government by 
the Attorney General of the United States THER OR NOT 
THE USE 9F R~"fENUE ~HARING FUNDS IS EVEN .AL­
LEGED. ThlS proV'lSlon places m pe,xpetual doubt the continuation of 
revenue sharing ~ds to each l"'Olpient government. The continuing 
t~ of suspension would have a devastating impact on local budget 
p1anmng and wo!lld place in continual jeopardy the delivery of serv­
Ices to tliose most m need. 

Another J?l'Ovision '?f the nondiscriminati<m section modified in the 
Full Qomm~ttee requires the Attorney General to participate in all 
compliance agreements develo~ by the Department of Treasuey and 
the Office of Revenue Sharing. ThiS change was made despite the De­
partm~t '?f J~ice c~early stating that such an arrangement would be 
an f!-d.ministrative DI¥htma.re which would undercut litigation the 
Just!ce Department~ht already be pursuing. 

~1nally, t~e Committee agreed to a provision on private citizen suits 
w~ch.penmts .the awarding of attorney's fees only to the prevailing 
plam~, to enforce any. provision of the Act. · 

The ISSUe of th~ p~pnety of aw~ attorney's fees is secondary. 
~ central 9~est10n 18 wh~r the Umted States ~vernment shall 
be m the poSJt101_1 of defendant or plaintiff in civil rights en:foreement 
cases.. If th~ Umted States becomes a defen.dant .in every civil · hts 
Clf:S6 mvolvmg ~v9!lue sharillg funds, its capacity to enforce ~ws 
will be a&verely limited. The Justice DepartmeJlt's ~orcement pow. 
~rs woul~ be _greatly ~hened if such private suits were author­
J.Zed against State or local governmenta, hut not the Federal govern~ 
ment. T~. rol:e of the J ~oo Department should be the 6llfo~.'Ce~Qent 
o! the ClVJ~ ngh~ ,ProVlBlon ~h litigation. The :present provi&f 
mons on pnvl!-te Cl~IZen suita would severely .Ji.mj,t that capacity, 

These modifioa.tions approved by the FUll Committee will not im­
prove the op~r9:tio~ of· the revenue sharing program, nor will they 
~ce the CIVIl nghts enforcement record of the Office of Revenue 
Shanng 11ia a 11ia tlie provisions approved by the Subcommittee On 
the contrary, they could substantially reduce the number of J~ce 
Department ~awsujts since any ~criminati~n allepd at the State or 
local level will trigger SDSpenmon of revenue sharing funds within 
45 days. 

E0utl.ll'Um of t'M Df11f1i8-Bacon. Act 
U!lder P.L. 92--til~, the o!igina.I General Revenue Sharing Act, the 

Da'?S·Bacon W~!-P, standards were to be applied to a.ny construction 
proJect of a rempient government which received 25 ~reent or more 
of the fun~ !or that project from General Revenue Sha~ funds. 
~e proVlSlon ~!-~proved by the Committee would apply to the 

DaVIS-Bacon proVIsions to ali local construction projects, regardless 
of the pe:roentage of revenue sharing funds used. 
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Adv~tes for this modification justified their position by a~ 
that some local governments had 1l86d 24 percent revenu~ shanng 
funds in construotion to avoid the Davis-Bacon wage requirements. 
While ;there has been little in the way of documentation ?f this charge, 
the Committee agreec;1. to elimina~ the 25 pe~t ~~ent. 
~manner in which the DaVlS-Bacon Act 18 administered by the 

Department of Labor is likel_y to drive the cost of construction beyond 
the reach of many small and medium size local governments. . 

Studies by the General Accounting Offi.ce have shown that _DaVJS­
Bacon Act adds from 5 to 15 percent to the cost of constructiOn.1 A 
Murray L. Wiedenbaum, "Government ¥andate~ Price Increases-A 
construction projejot of a Veterans Hospital w~ me~ py22 P,Br­
cent as a result of Davis-Bacon and a public housmg proJect m Flor1da. 
by6percent.• . . f D . B 

This issue for revenue sharing is not the validi:t)t o ans- ~n, 
but the impact of using revenue sb.aring_as a vehicle for extendmg 
Federal regulations and controls over all facets of State and local 
go~ernment activities. • 

Over half of the 39,000 reciJ>ient governments receive less than 
$7 000 e.nnually in revenue sha~ funds. In countless oases, e~d­
ing the applicability of Davis-Bacon standard~ to all co~ructlon 
projects by these gov~en~ would add mo.re m construction costs 
than the government recetves m revenue sharmg. 
Supplemental fiacaJ, at1tmtiJJiw6 . . 

The Supplem.ental Fiscal .Assistance Provision &llooates $160 million 
~the lines specified in the FaseellfonnulA, H.R. 10319. 

UDder the bill. as written, the supplemental funds come from the 
current formula.' The amount of money authorized for the cu~nt 
or standard formula. was the ~ualized amount of the last enti~le­
ment period. This supplemental appl'()priation is achieved by reducmg 
this fUnding level tiy $150 million~ This provision has fll:e ~:ft'eet of 
reducing the standard revenue sharm_g program .bY $150 million, ~hus 
reducing the standard revenue sharmg allocation to eiJCA rec1p1ent 
government. . . · b ..._.... · 

The formula includes a poverty factor which 1s ac~uev.ed. y su..m"Itut-
ing the percen~ of people below the poverty line m ~lace of the 
per capita income .figuie tliat is used in the current formUla. 

M 11jor probl.em8 'f.Ditll. thM 3'UfJ1J'lemMt.tal fl,loal aBtmtance 
1. The decision to allocate an extra "pot." of m~ney to State an.d 

local governments to recognize particular n~ 1s laudable. It IS 
questionable as to whether the Fe.scell formula 18 the best formula. for 
doing this. :w......~ .. -

The question is: Which needs should be addre~ that are not ~ 
addressed under the current law 9 The Committee has never reaJ1j 
focused on this question. The formula for allocating this SuppleJJle!ltal 
Fiscal Assistance does not address many of the commonly recognized 
problems of State and local government. 

1 ... lila~ L. Weldeobaum, ~ Haac!ated Price lllereuu-.A Neclected 
~~ ID~aoa," .A.II.I.18711, p. et. 

•.nw..t.&a. 
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For example: 
a. The formula does not benefit the large urban industrial States 

that have been impacted so severely by the recession. 
b. The formula does not favor States that have higher than avera<Ye 

unemployment rates. (Exhibit II) o 

c. Many cities in dire financial straits would receive no supplemental 
funds at all. Other local governments with no apparent need <Yet. an 
increase in their allocations. o 

. For ~xample: Yonkers, New York which almost went bankrupt ear­
her this year w·oul~. receive no. additional fun_ds under the supple­
mental ~eld-on pr<;>viSIOn. Yet V ~Il, Colorado which already has a high 
per capita allocatwn would receive a 16 percent increase in funds. 

The ~upplemental Assis~a;nce Provision does not recognize that the 
responsibility for the proviSIOn of social services varies from govern­
ment to govenunent. In many cases, there are four different levels of 
government : State1 county, townships and municipalities. Only one 
level. may have primary responsibilities for the provision of social 
services. Yet, the proposal would dump money on all four levels re­
gardless of their ability to use the funds. 

Any supplement to the revenue sharing program that professes to 
apply money to social needs cannot afford to overlook the fact that 
only cm-ta~n levels of government have the responsibility of providing 
these services. 

In summary, applying this Supplemental Fiscal Assistance reduces 
the allocation to ~he current revenue sharing program to a level below 
the. curr~ent ~u~clm.g level of 6.65 annually (Entitlement Period 7) . 
This $1o0 million IS then reallocated on the basis of a formula that 
has not been the subject of much debate and may have serious distribu­
tional inequities. 

EXHIBIT II 

1M PACT OF SUPPLEMENTAL FISCAL ASSISTANCE PROVISION ON STATES WITH UNEMPLOYMENT RATES HIGHER 
THAN THE NATIONAL AVERAGE (NATIONAL AVERAGE 8.3, DECEMBER 1975) 

Michigan .............. . 
Rhode Island .......... . 
Florida ................ . 
Connecticut. .......... . 
"New York ............ .. 
New Jersey ............ . 
Maine ................ . 
Vermont. ............. . Ari7ona _______________ _ 
1:alifornia ...... . ...... . 
Pennsylvania ........ . .. 
Washington ............ . 

State and local government 
losses 

Unem· 
ployment 

rate 

Dollar 
loss 

(thou· 
sands) 

12. 5 I , 824 
12. 4 334 
II. 7 1, 438 
10. 5 548 
10. 3 765 
9. 9 2, 274 
9. 7 758 
9. 5 349 
9. 4 I, 284 
9. 4 13, 407 
8. 8 556 
8. 7 I, 790 

Percent 
reduc· 

lion 

0. 7 
1.2 
. 7 
.6 
.1 

1.1 
1. 8 
!.7 
1.9 
1.9 
. 2 

1.8 

Total loss.................. 25,327 

' Less than 1,000 
' Less than 1 percent 

Massachusetts ....... 
Oregon .............. 
Alaska .............. 
South Carolina ....... 
Delaware •••••••••••• 
Georgia ............. 
Montana ............ 
Alabama ........... . 

State and local government 
gains 

Dollar 
Unem· gain 

ployment (thOU· Percent 
rate sands) gain 

11. 8 1, 250 0. 6 
10.4 2, 034 2. 9 
9. 6 3CO 3. 1 
9. 5 1, 817 1.9 
9. 5 615 3. 1 
8. 7 3, 116 2. 2 
8. 4 ( ! ) (2) 
8. 4 I, 290 1.2 

Total gain ................... 10, 422 

Note main point.-:-The supplementary f)scal. assistance provision does not benefit States that have been severely im· 
pacted by the recessiOn. Of t~e 20 States woth hogher t~an avera~e unemployment rates 12 of them fail to benefit from this 
~upplementary assistance. This supplementary provi~ion would deny them some $25.000,COO that would accrue to them 
1f the $150,000,000 were allocated under the current formula. 
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Conclusion 
The le<Yislative process requires that differing points of view come 

together in order to achieve positive results. But, when the proposals 
of some become so contrary to the purposes of an individual piece of 
legislation as to violate its basic intent, these proposals can no longer 
be the basis of a<Yreement and compromise. The amendments to revenue 
sharing extensi~n bill discussed in these additional views represent 
such violations of the program's intent. . . 

Perhaps some of these amendments are wellmtentwned. However, 
taken indi;idually or together, they represent the conversion of Gen­
eral Revenue Sharing into a burdensome and ~onvoluted program 
<YUaranteed to strangle the lifeblood from most umts of State and local 
government by reducing or elimi~ating the ~enefits tJ:!at should flow 
from Federal reYenue sharing assistance. Neither the mterest groups 
supporting these amendments, nor t~e opponents of General Revenue 
Sharing w·ho have supported them m the name of reform, are well 
served by such actwns. . . 

We, the undersigned, supported the Committee. Bill because of our 
strong commitment to the General Revenue Shar~ng concept, and be­
cause it is uro-ent that Congress act to extend tlns program. We are 
confident that

0
the Full House of Representatyies w_ill see f?.t to modi~y 

the injurious provisions so that revenue sharmg WI~l contmue to ex:1st 
as a model of Federal cooperation-not of Federalmterference-with 
State and local governments and their citizens. 

FRANK HoRTON. 
JOHN N. ERLENBORN. 
JoHN W. WYDLER. 
CLARENCE J. BROWN. 
PAuL McCLOSKEY,Jr. 
SAM STEIGER. 
CHARLES THONE. 
ALAN STEEL~IAN. 
J OEL PRITCHARD. 
EowrN B. FoRSYTI·m. 
RoBERT W. KAsTEN,Jr. 
WILLis D. GRADISON, Jr. 
GARRY BROWN. 



ADDITIONAL VIEWS OF HON. JOHN N. ERLENBORN 

The Davis-Baeon Act was originally d~ed to insure the integritr 
of union wage scales in the construction ind~ where a threat of 
non-union employment existed. It is, therefore, ~that a decision 
made by the Full Committee extending Davis-Baccm to all local con­
struction proiects will result in destroying the integrity of the Gen­
eral Revenue Sha.ri!lg :program. 

When revenue sbit:mg was orilrlnall;r enacted, a. provision of the 
la.w required the application of 1Ja.vis-Baccm wa.ge standards where 
25 percent of a. loCal construction project was .financed by revenue 
sha.iinz funds. This provision, &greed to a.fter extensive negotia.tiona 
with t1ie interested unions, was w protect the union wage sc&les where 
substantial Federa.l funds were involved. 

There were many: Members of Congress a.t the time of the origina.l 
enactment who expressed concern &bout this provision. I believe it was 
a. valid compromise a.nd adhere to tha.t view tOda.y. 

The action taken b:r the full Committee, however: is a. potential 
disaster for ~y local gQVern1116nt& In a recent stud~ __published by 
The Wharton School of Finance of the Universitr o7P~lvania, 

·Professor Armand J. Thiebolt, Jr. strongly criticized a.ny a.pphcability 
of Da.vis-Bacon. He wrote in part: 

Without queaicm, the greatest disa.dvan~ of Da.vis­
Baoon is ita COlt. Exclusive of residua.!, multiplying, ores­
ealatin~1 Da.via--Bacon costs more too~ tha.n the 
whole JUdici&1"f establishment, a.nd perhaps more to 
run than the entire lef11Slative branch of goV8l'DJil8Dt. A very 
conservative estimate would be one-quarter to oae-ha.lf of a 
billion dollara per year in administration and excess con­
struction costa over what a free market would provide. To 
this eeti1Jl'&t8 must be added the in.ftationa.ry impact which 
Davis-Bacon creates by fawring union ra.tea, which then 
sprea.d from government construction to priva.te construction 
a.nd hence establish an escalating superminimum wap ra.te 
for the ind~. Including these eifects mipt well b~ the 
tota.l a.nnua.l cost of the Davis-Bacon Act to $1.5 billion. 

Whether Davis-Bacon standards a.re a.pplica.ble to a.lllocal construc­
tion projects is critica.l to continuation of many sm&ll a.nd medium 
sized governments in the program. 

Over 50 percent of the 89,000 recipients of revenue ~ funds 
receive leeB than $7,000. On a.n a.vera.ge $100,000 ca.pital construction 
project b_y a.loca.l comm~~i a.n increase in cost in excess of 7 percent 
woUld ehmina.te any 1ln&n • benefit of the p~ 

Studies by the ~ral Accounting Oftice have Shown that the Davis­
Bacon Act adds from 5 to 16 percent to the cost of Federal construction. 

lLaJior Belatlou au4 Publla PoUq 8edea, "The Da't'II-Baeou .let." 18711, p. 170. 
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the U · · t f Chicago has reported Professor yale Brozen of mvem y o f Labo hich. sets the 
that in many insta.nces the U.S. De~a.rtment 0 

• ~ ~res that 
,,_:-:-um ScaJ.e" of union pay for Federa.l pro]ects,th . .L-. 
·~ th riiling in the area where e wor 18 ""'mg 

are higher than ose P~- the labor De~rtmen.t used union 
done. In 60 percent ofthw.w ~ that in which the work was being 
rates from a country o er wuau 

done.' • a.rd _...... ..... on construction costs can only force 
Such excessL~W pu'"""~" sba.riDg pro~ 

units of government out of the revenue ' whicli W.d be 
T:Yimpact of this on the ec;onomy of those areasrv:% mf~ down 
forced to ~L~venue sh= c~=~:fln s;rojects a.nd other 
pay. scales as ~ governm 
cap~~ ~turee. • th ·~ 1a 18' sufficiently strong Th D via-Bacon provision m e 8Xl w ed · 
to ;,tec't the ~hts of union pay acalee. . t shouJ.d be preaerv m 
tJbill to which the House of Repreeenta.tives ultuna.rely agrees. 

JoHN N. EBLJ:NBOBN • 

.,. • T'"•t Boomeraqe4," ....... , Jt.._, A.pr11.1876, pp. Tl-71. 
• BI'OMD. Yalt. ''The ..-w -

0 
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94m CoNGU88} HOUSE Ol!' REPRESENTATIVESj RuoBT 94-
ft~ 8ullih _. .•• ~.. _ 1161, &an 11 

>a• ''•II><•·•••••' 

FISCAL ASSISTANCE AMENDMENTS OF 1976 

MAY 21, 1976.-<JoiiHDitted to the Committee of the Wbole HoWle on the State 
of the Union and ordered to be pdate4 

Mr. BJtOOU, from the Commit~ on Govemment Operations, 
submitted the following 

SUPPLEMENTAL REPORT 

[To accompa117 H.R. 13867] 

1. Thia portion of the supplemental report corrects the h~ of 
tile report for the bill (H.R. 18367), as repo~ 1rhich appeal'$ on 
th. finlt page of the report submitted on Kay 16, 1976 
(H. Rept. 94-11651 Part1). 

The report heading lilhcmld read as follon: 

FISCAL .AistsTA.lTQIJ A.Kmro:HENTS OF 1976 

2. This portiOD. of the supplemental report shows changes in exi.stiBJr 
law made by the bill (H.R. 13387), as re~rted, which Bad teehllic&l 
errors in the report submittA!d on Ma.y lo, 1976 (H. Bept. Di-1165, 
Partl). 

XIL CHANGES IN EXDTIJfG LA. w MADE BT 'l'liE Bn:.r., AS RBPoBTED 

In compliance with clause 3 of rule XIIT of the Rules of the House 
of Bepreeantatives, cshangea in w~ lawp= the bill, as re­
ported, are shown as folfows (existing law to be.omitted ia 
enclosed in black brackets, new matter is printed in it6.1lts, existing 
law in which no change is proposed is shown in roman): 

STAt'B .&No LocAii FucAL Alaurr.uro.a ADr oF 1~72 

AN ACT to provide 4acal • lid stance to State and localcovernments, to nthorlse 
Federal collection of State lncllvlduallllC()me tasaa, and for other pnrpoeee 
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TITLE I-FISCAL ASSISTANCE TO STATE AND LOCAL 
GOVERNMENTS 

Subtitle A-Allocation and Payment of Funds 

SEC. 101. SHORT TITLE. 
This title may be cited as the "State and Local Fiscal Assistance 

Act of 1972". 
SEC. 10%. PADIENTS TO STATE AND LOCAL GOVERNMENTS. 

Except as otherwise provided in this title, the Secretary shall, for 
each-entitlement period; pay [out of the Trust Fund]~ 

(1) each Stat. government a total amount equal to the entitle­
ment of such State government determined under section 107 for 
such period, and ·· 
(~=unit of local government a total amount equal to the 

enti . of such unit detennined under aec:tion 108 'for such 
period. 

In the case of entitlement periods ending after the date of the enact-
ment of this Act, such payments shall be. made in in$tallments, but not 
less often than once for e&ch qu&rteP, and, in the case of quarters 
ending after September 30, 1972, shall be paid not later than 5 days 
after the close of each quarter. Such· l?ayments for any entitlement 
perio4 may be initia!ly made on the basis of estimates. Proper adjust­
ment shall be made m the amount of &lJl' payment to a State govern· 
ment or a unit of local govenunt11t to the extent that the payments 
pre'riously made to such goverum.ent under this subtitle· were in excess 
of or less than the amounts required to be paid. 
[SEC. 103. USE OF FUNDS BY LOCAL GOVERNMENTS FOR PRIORITY 

EXPENDITURES. 
[ (a) IN GENEiw.._.:.Fun(ig received by units of local government 

un4er this subtitle may be used only for p~ority: e~ditut"e& F.or 
pu~ of this title, the term "priority e~dituf&B ' ·JI)~_qQly-

[(1) ordinary and necessary maintenance and operating ex-
penses to~ . 

[(A) public safety (including law enforcement, fire pro-
tection, and building code enforcemem); ·. 

[(B) environmental p~on (including sewage disposal, 
sanitation, and polbition allatement), · · .' · · 

[(C) public transportation (inoiuding transit syetema and 

streellt)~f~ds.), 
E} l'eCI'eation, 
F) libraries, 
G) aocial services for the poor or aged, and 
H) financ~l &Aministf!Ltion · and 

0 [(2) ordinary ai.nd necessai7. ~pitai ~utes authorized by 
law~ · · · 

[(b) ~CA'J.Wl BY LocAl. ~.-The Secretary is au­
i!onr.ed to accept a ~1'\i&ation by .the chief execntive officer of a unit 
of local government' that the unit of local government has used the 
funds received by it under this snbtitle for an entitlement period only 
for priority ezpendituree, unless he determines that such certification 
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is ~pt. su.fticiently reliable to enable him to carry out his duties 11nder 
thiS title. 
[SEC. lO.C. PROHIBITION ON USE AS MATCHING FUNDS BY STATE OR 

LOCAL GOVERNMENTS. 
[(.a.) IN G~r..-No_S~te &_Ove~e:rit or tlllit of local ~vem­

ment mar use, directly or 1;lldi~ly, any part of the funds it receives 
under this suJ>title as a contributioJl for the purpose of obtaihin"' Fed­
eral fun~ under any l81W o.f ~e .U:nited States w~ 'tegu\re~· such 
government to make a contnb11tion m order to recexve Federa 1 f.qnds. 

[{p) DrrxunNA.'l'ION~ BY SECRET.AJtY OF THE TRuslmY.-If the Sec­
retary· has reason to beheve tha~ a State government or unit of lOc&l 
g9v-e~ent has used fund~ ~<·Anved unde.r this subtitle in riolation of 
su~tio~ (a), he shall _g1ve rea~nable notice and opporltini!f (~~ 
h~ng .to ~ch gpve~ent. If; thereafter, the Secretary of:the-.'1~ 
uey ~~rm1~ that s_u~·-~ve~~ent ha:e used furi.~ In. v10l~tion..,Q.f 
subsection (a), he shall notify such governme:Q.t of his ~ete:t;nifuatipri 
and shall nqul¥3t repa~ut .to the United States of nn e,inou'nt 
~ t;q the tun~ so W!ed.1'o tae extent that. ,mch govenLtne:qt fails to 
repay sqch. ~o~t, the Secretary .shall W1thhoid froo;i !Ubsequent 
paJID61lU. to ~1$. go~ernment unde~ this subtitle an amount eqq~l to 
the funds so Used. 
. [ .(c) lt(QREASJP ~·~oR~ G~l'fii:ENT ~~No State 

government. or ~mt ?f local gov~ent sha!l be determined to have 
use~ fu:o.ds tit YIQ\&9~D ~ BU~~tlo\1. ~($.) w1th ~~t tn any funds 
rec~~ved for .any ent~tlement pe..;.oq to the extent .ib!Lt the net revenues 
recetv.~ by 1~1ronttt-'J OW» ~urces d~tipg such per;i.od ~the net 
rev~nu~ recetved by 1t from xts own ~u~es during the one~ year period 
~~~ J~t.l, -~~"tl (or~n.-hlf of suchnet revenues~ in' the case 
of an entitlement penod of 6 month's). 
'1(~) -~AND l)LutSPPB- TO ·G~ F.tnrn.-r:#y amount 

rep~1d by a State govel'llJ!lent or unit of local government »n.der sub­
S('£tion (b) shaU hi clepos1~ ~ the general fuDd of the Treasury. An 
amount equal to the reduction m payments to any State gove~ent or 
~nit of lt)Cal aovemm&Jlt which results from the a.pplicat10n of this sec­
tt~n (after any judicial review und$r eection 143) shall be transferred 
from ~e Trwit Fun~·to the ~ral fund of the. Treasury on the day 
on which auch reduction becoriief;J final. 

(('!) CBJrm;rCATi:s BY 8TATB ANJ? J..ooAL 0oVERNHEN'I'S;-The BtJcre­
t&ry 18 au~orized f:? acce/! a. certification by the Govemor of a State 
or the chief executive ~ r of a unit of local government that the 
~ta~ ~ent or~ of ~oca.l government haS not used any funds 
~v~ by 1t under thiS subtitle. :fOr.an entitlement peri.od in, VIOlation 
of ~on ~·>- unless he de~rmmes that such certiicat1on is not 
~':~]ently reliable to enable him to carry out his duties under this 

SEC. 105. [CI\EA110N .. OF TRUST FUND;] APPROPRIATIONS· AUTBOR-
IZAf'IONB FOR ENTITLEMENTS. • 

[(a) Thu.s~ ~~ 
[(1) Ix-~...=Tliere'is hereby established on. the books of 

a~e ~U!'Y_ o~. t!te Uni:.¥ ~tate! ~ ~rust -~d to 1?~ ~~as the 
. tate ~d·~ GcJV~nt. F1scal Ass1sta.nce Tr\ist.F.und" 
( referrecl tom this su-btitle as the "Trust Fund"). The Tiustl'und 
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shall remain available without fiscal year limitation and shall con­
siat of iuch amounts u may be appro_pri&ted to it and deJ?OBited 
in it as provided in subsection (b). Except as provided m this 
title, amounts in the Trust Fund may be used only for the pay­
ments to State and local govetlllllelrts provided bY this subtitle. 

[(2) TlluBTEL-The Sicretaf! of the Treasury shall be the 
trustee of the Trust Fund and shall report to the Congress not 
later than March 1 of each year on the operation and status of 
the Trost Fund during the preceding fiscal year.] 

(a) IN GINI/UI..-11'~ aP'JI1'(Jpriateil Eratl4f'l.t to IVbBMtionl 
(b) i.md (c) 1haU remain O!Vail®l.e Without cal '!lear UmitMion and 
1Mll bt tilled fM' th6 ~ to State atnJl al ~~ u fWD· 
f1ide4 bf tAU titu. "T'M Secretary of th6 TNUUry ,MJ,Z ~~ to 
t.h6 00'Rfi'N'' Mt lat6r tlum Ja'ft'U41"!116 of tfJIJA year on the opeNiitMI 
and ~ vn.tkr tAU IUbtitu durbtg thB ~ifwJ fiAoaZ 11,..· 

(b) ~:PRUTION&-(1) IN oENEJW..-There is appropriated [to the Trust Fund, 
out of amounts in the general fund of the Treasury attributable to 
the collections of the Federal individual income taxes not other· 
wise appropriated] fM tM purpose 6/ m41oi'flg the fJ~ au-

thorised ~thU ....WtitU-<A for the period beginning January 1, 1972, and ending 
June ·z 1972, $2,650tOOO,OOO; 

(R) tor the peri0<1 beginning July1, 1971, a.nd encling De-
cember 31, 1972, $2,650,000,000; 

(C) for the period beginning January 1, 1t'T8, and endiDg 
June 80, 19'18, $2,987,500,000; 

(D) for the fiscal y•r beJinning July 1, 1973, 
$6,050,000,000; 

(E) for the fiscal year beginning Jllly t. 1974, 
$6,200,000,000 P.. . 

(F) for me fiscal year ~ginning July 1, UJ7&, 
$6,850,000,000; ~d 

(G) for the period beginning July 1, 19'18, and ending De-
eember 31, 1978, $3,825,000,000. 

(2) No:Kootm:otrotM STATES A.DJt18'I'IIEl( AK001ftW.-Tbere is 
a_ppropriated [to the Trust Fttnd, out of amounts in the ~eral 
fUnd of the Tre&SU!,Y attributable to the eolleetiona of the Federal 
individual income ta.xes not otherwise appropriated] for the put'­
fHM of f'Ml.1i,ng th~ pa~ Qlflt1w1Veil by tMI IUDtltN---

(A) for the penod beginning Janu&ry 1, 197!1, and ending 
June 80J1972, $2,390,000; 

(B) xor the period beginning July 1; tt79, and ending De-
cent'ber J1, 1972, $2,390,000; 

(C) for the period beginning January 1,1973, and ending 
JUDa 80 1878, $2,390,000; 

lD) ~or each of the lacal years~ July 1, 19'T8, 
Ju1:r_ 1, 197~1 and July 1,19751 t4,780,000;.ud 

'(E) for tne period beginrung July 1, DT&,-and edmg De-
cember 31, 1976, $2,39(),000. 

[(3) DEl'OSITB.-Amounts appl'O~{: pa~ (1) or 
(il for any fiscal year or otb&r period be depomteci m the 
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Trust Fund(Bo)nththe..~~t..:r~~f (A) the first day of such 1ear or 
_ or ~ uAY ~wr the date of enactment of thfs Act] 
(c 'BORIZATION _oi ArrBOPRIATION8 FOR ElfTITt.EJtean- • 

(1) IN O~NE/1~~·-Tkr,e· are autlwrised to be a~ to 
pay thf.~t~t'u~ here~Mfter ~d ln tAil 8UlJ . 

(:A) for tilt period btginning Jantl4'f'J/1 1U17 mad Midi 
S eptimJJer 80, J!Yf'f; l.9-fJ87 ,BOO()()()· Mill ' ' "9 

(B)· ftW' tM (ileal yean begm,Jflg' on October 1 o/1917 
1978, aiid 1!1'19, $8f150/)00/)f)O · ' 

~cept that 8'11411.8 fl'UtM~ fle~der ftW' mrg entitlemMtt riod 
tfl ~'!z_o} th8 amount lp6Ci~ in 86Ctiott, 163(a) (1) ,. ·r) 1 
!!tf~."Mll be di#ribvtetl ufU!er BUI>titk D of thu euf:lu : 
~(B) NoNCONTTGU01:fB STA.T68 A.TJJUBTIIeNr .tNouNt-8.-TlttH are au­
p~ be ap~tl to pay the efltitkm8n.U herrinafUr 

S 
(A) for the 'P'!!'f!Hl. btginnift.g Ja'fluary 1 197'1 aftd Mlfl"-­

eptember 30, 19'/'f; $3~6000· • arnd ' ' "'":! 
(B) lor. each, of the · fi,Bcril ,j;., 1JegWmlg 0'1l OtJtober 1 of 

. . unr, 111'!8; mtd JgfQ,' I-~,180 (}()(). · · 
[(c) ~NsFF.Rs Fnox Titu&T· Fmm ·ro GEN1:RAL FtJNb 

SeCretary sh.Ul from time to time transfer from thfl Tnst Fund-The 
fnera~ f11nd .of the Treasury any moneys in the Trust Fund wh~htt: 

eterm!nes will not be needed to make pa~ts to State go ta 
and umts of local government under this snbtitle.] . ~· vemmen 
. (d) .T"B.ANSF6R8 TO T08 06NellA.L /frJND • ....;_'J'M '1/iC'retQ/fy ~~- l ta~ to time trtztUfer to t'M · gtJJUrtil, lund. of the 'f rom 

li'Dtnla1Jle for' ~ .ubtitle vhielt ht utermmu wii~"JJ tmy 
make ~JttWm.-:t:s to State g~ __ .7 f'W ·be to 
under eht,·;;btitk. ' ana. 'Unit• •f local ptternment 

SEC. 106. ALWCATION AMONG STATES. 

cri~tf~!:t ~~~-There shall be allocated to each State for each 
(1) for that~n7m~:!~~!1~~a~ ~~~~hu:::r ~tion 105(~) 
to the amount appropriated 11Itder that section for th~ n: ~~e ~tiho 
amo~t allocable to th.t Ste.te under suiJeect. (b) be ·s;--rl""' n.s e 
of (th)e amounts allocR.b1e to all States untier s~t10n (b) ]' the sum 
st:l.e-!.N GINEII.«L.-TheN ·dtllll be allocate• (ffl entkletMnt to each 

3 
(I"JIW «ac!. entitlemtmt period. b~gi-ntaing .prior to ]}e~er 

I~ :~:~~z:fn!'r'M8 ;t~~1'Mated uf!der -B¢wm 10ii{IJ) (9 
to the a t perfo a' O/f1W1IIIIt tohu:h bean t!uJ aame ratw 
~ mou-n apfi1'01J'M4te tmder t'hat HCWm /tw that ~ 
~h: amount all<>cable to tlua Stat~ uftder· ftih1~ (b) ~ : 
(b) ~of the am.ounts al'(QQ(!7>lt to all Stdtel f.1ntJMa lflbl6c;icm 

tl) J~~.r tach Mttt~M&t ~ ~~ em or a~tM-:~ ~97'i, !'"" of a~t~ OMtfrttriud ufltl6r ttclion 1'bti f C!)J (a; 1))uafry 
,_ Bfltit~ pe'1'i«l VJ/tklt CIN Mt f'Uerf)~ for \ ~ • or 

ti1'Ukr IUbtitk .p, aft amowmt 111AicA 'f>earir elie same ·~ t t~ 
tlmOWf't 10 a'tJailabl6 tW;ler t'hat uaNo-n for t'hat pM'itxl ~the 
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· ltlb eum (b} bears to tM 
amount allooabl8 to t:ti!fJ;: ~S~ under &Vb~eetion (b). 
BUm of tM ~ .Axomrr.-

(b) DJ:l'BBXINATION or AJ.,x..ooABLE of subsection (a}, the amount 

all~= ::-'S:;;-~:i~!~f:::bsection ~or;-nY:OO~~~::;~ 
riod Shall be d~ under ps.ra.gr&P (h) (8) if the amount 
a.mo\lnt shall .be determmed under J;l&ragra.Jr than the sum of the 
allocable to it under ~a~deph <3) 18 ~(2) and subsection (c). 
amounts allocable to it un :r ~grap f h ll), 

(2) 'l'moo: FACTOR 1'0BX~-For J:rU:S p~~lor any 
the. amount all~od~ theto 6 au!:t ':hich bears the same ratio to 
entitlement per1 18 

$5,300,000,000 a&- • ~multiplied by the general 
(A) the ~~ationf tlfrfttate,. multiplied by the relative 

tax effort f.w....,r o to 
~come factor of that Stateod, bea.:S ...3-•·rmined under subpara­

(B) the sum of -the pr uc..a ~ 

sf"~ ~~~~r~~ For purposes of p&ragraph {1),. t~ 
a~ount a~bl& t.o a Statetoundhi!f:~~~rsf:t?!::id b! :::fed 
m:ent penod 18 the -.mount w 

if,- (A) % of $3,5()0,~,000 were allocated among the States on 
the basis of popula

000
tion.

000 
_,oeated among the States on 

(B) %of $3,500~ ' we~ au 

the basis of urb&mzed ~ulatioallocated among the States on 
(C) 1h oftB,BOOul,~' .w~~-,y ,.;....l.tecJ. for per capita 

the basis of pop ·a .. 1on m~ · ""6£& 

in(D)\" of $1,800,000,000 we~e allocated among the States on 

th(~')~ ~f ~,sOO,~oOJl:~!ii:!~d among the Sta.tftl on 
the basis of ~eral tax effort. 

(c) NoNOONTIGtJO'OB STi:!J~;;ts allocated among the 
(1) IN QBNJDL&.L.-. . 

0fu shall be allocated for eaeh 
States under subsection {a), e:; ro riated under [section 
entitlement ~~odt?ut (0:) am~t)o: (c)~~) '!,section 105, an atl~-
105(b) (2)] 8lWt.o6elJ wSt&te A) whose allocation under subsection 
tion~ amount. a.n.y formula set forth in parag~a;ph (2} of 
~) 18 ~=l{B~in which civilian employees o~ the Umt4 
~~t= aovc!:ment reecive an allowance under section 594:1 0 

title 5, United States Code. rm.e additional amount allo-
(~) J)J:rERJIIN.&.TION 0!' AKOUNT.-.Lu • l "od 

cable to a.n.y State under this mibsectiffufo~~~r~~C:bi! :~at 
is an amount equal~ a ~b) (2)~ ~t eperiod which is the snme 
State under subsection (~) l2 ] 'ved b h ployees sta­
as the t>9rcenta~ of basic ~Y rooet e~ :eh ;:ion 594:1. If 
tioned in that State as an. atJ~J:r u~ l05'(b) (2) for any 
the. total .amo~t00a.l_)~ on or be/ON DetJMT.:ber ~1, 19'16,,or au­
entitlement ·pen ~WI • ) for tmtitl6meft.t ~ b~­
tho~ 'tiiTiiler 6ect,Jon 105 ( c)1(~977 is~ sufticient to pay in full 
qi'lli1Ufl9 on or aft61" anuary , ' 
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the additional amountS allocable under this subsection for that 
period, the Secretary shall reduce proportionately the amounts so 
allocable. . . 

SEC. 101. ENTITLEMENTS OF STATE GOVERNMENTS. 
(a) Dnmox B~ ST..&~ AND Loo.u. Gov.DNlONT&-The State 

government shall be entitled t.o receive one-third of the amount allo­
cated to that State for each entitlement period. The rema~ pc>riion 
of each State's allocation shall be allocated among the units of local 
government of that State as provided in section 108. 

(b) STATZ MUST :M.&.mTA.IN TRANSFER8 TO LocAL ~-
(1) Gmmw. Jroi&-The entitlement of any State government 

for any entitlement ~od begi.nn!ng on or after [July 1, 1978] 
Jo."!u.a-ry 1, 19'17, shan be ~uced by the amount (if any) by 
which-

( A) the average of the ~te amounts transferred by 
the State go~rnment (out of its own sources) du~ P.Uch 
period and the p~ entitlement _period to all units of 
local ~vemment in such State, is less fJ!a.I!, 

(B) .tlle similar a.ggrepte amount for tJie one-year period 
beginnin~ .July 1, [1971] 19'15, IYI', vn.til da.ta. on 8'tUJh ~ 
~ 010ailoh~, t'M molt 'I'6C6'nt IIUCh tiM'1/ear period for 'UJMch 
data on IUOh tJmOflll'lt8 ars amtJilahle. 

For purposes of subpa.ragraph (A), the amount of any reduction 
in the entitlement of a State government under thiS subsection 
for any entitlement period shall, fo7: subsequent entitlement 
periodS, be treated as an amount tra.nsferred by the State go~rn­
ment (out of its own sources) during such period t.o units of 
local government in such State. 

(2) ADJUSTMENT WHERE llTATE ASBUKE8 RESPONSIBILITY FOR 
CATEGORY or UPENDITURE8.-If the State government establishes 
t.o the sRtisfaction of the Secretary that since June 30, 1972, it has 
assumed responsibility for a cate~ry of t'xnenditures which 
{before .Julv l, 1972) was the responsibility of local povemments 
located in such State, then, under regulations prescribed by the 
Secretaey. the ~te amount taken into account under para­
lrl'aph (1) (B) shall he reduced t.o the extent that incn-.ased State 
srov~rnment ~ending (out of its own sources) for such e&teiZOry 
has replaced corresponcUn.,r amounts which for the ont~-year 
~riod [be¢nning July 1, 1971J utilised f01' ptl!l'poaes ofruch 
paraf!rtrph it transferred t.o units of local ~vernment. 

l3) . An.ros1'HENT wm:nE JmW TAXING l'OWl'!RS AU CONFII:RRED 
tTPON t.ooAr, OOVERNHENTS.~f a State establishes to the sat isfac­
tion of the Secretary that since June 30, 1972, one or more units of 
local ~vernment within such St11.te ha-.e had conferred u~ them 
new ta:rilll!' authori~. then, under regulations preseribed by the 
SecrPtarv. the ~te amount taken into account under para­
graph (1) (B) shaD be reduced to the extent of the ~r of-

( A} an amount equal to the amount of taxes collected 
by reason of the exercise of such new tuing authortiy by 
soon localllGvermilents. or . 

(B) an &mount equal to the amount of the lORS of revenue 
to t.he State by reason of snch new taxing t.uthority being 
conferred on such local government& 
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No amount shall be taken into oonsideratloe under aubpa~ph 
(A) if such new tuing a-nthority is an increase in the authonzed 
rate of tax under a previously authorized kind of tu, unleas the 
State is detel"Qlined by the Secretary to have ~ a related 
St~tax. (4) SnoJA'•. BULB FOR PJ?UOD BFfli~NING JULY t, un.-ln the 
case of the ent1tJ~ment p~rJod beginning July~, 1973, the p~ced­
ing entitlement period for purpose!! of pa~~-a.ph (1) (A) Shall 
be treated as being the one-year penCJd ooguuung July 1,1072. 

(5) 8PEOUL RULE FOR PERIOD BEGINNING JULY 1, l$76,-ln the 
case of the entitlement period begilqling. July 1, l9'l~, aJU\ ending 
Decembe• 81 1978 the ~ amount taken mto account 
under para.aiaPh (\)(A) 1or the preceding entitlement period 
and the aggregate t.mount taken into a~nnt under pn~agraph 
(1) (B) shall 6e one-half the amounts which (but for tlus para-
graph) would be taken into account. 

(6) 8P6QI4!. RUI.E FOR THE PERIOD BEOINNING J.Af/UARY 1, 1977.-
Jn t~ cm1e of tJH efl.tit1ement periotl beginnlflg I(Z'I-'U.0,'1'!/ 1, 1f!i7, 
and tmtling 8ept~~er 80, 19'17, the 911~1/Gt.e amot&f'l.t talfe'IL t'nto 
Q,()C()t.llnt 11.iukr paragraph UH:.t) far the prectdmg entitlement 
~ mul the ag~g(JU amount. taken i'llto 4COOUnt '"'dw 'JH!!a­
gmph (1) (B) d.iill btl f.hru-fourt'M of the amount& whicll. (but 
f()ll' thu _paragraph) would~· t4bm into ucou'llt. 

[(6)J (7) }U;puCTION JN ~--;-If the Sl'c~ta~ hns 
reD.SOn to ~lieve thRt parapph (1) ~u1rea o. t;-duction m .the 
entitlement of any State ~vernment for any ent1tle~~t penod, 
he shall r· ve reasonable notice and opportumty for hear~ to .the 
State. I , thereafter, he determines that paro.pph (1) J"!!<lUlre& 
the reduction of such entitlement, he shall also detemune the 
amount of such reduction and shall notify the Governor of such 
State ot such detenninations and shall withhold from su)Jseguent 
payment& to such State government under this subtitle an amount 
equal to such reduction. , 

[(7)] (8) Tlu.NSI'D ro GENERAL J'UlG) • ..-An amount eqqal. to 
the reduction in the entitlement of any State l(OVernmen~ d~~~ 
rermlts from the &{)plication of this sullaection (after any: JU 1e1a 
review under aeetton 143) shall be transferred [from the T~st 
Fund] to the general. fund of the Treasury on tne ~y on which 
such ~uction becomea ftnal, 

SEC. lOS. ENTITLEMENTS OF LOCAL GOVERNMENTS. 
(a) ALLOCATION AxoNo CouNTY .Alm:'s.:-The amount to be f!ollo­

catew:l to th~ units ·of local governrnent w1thm a State for any ~Itle­
ment period shall be alloe&ted among the eeunty areas located m that 
State so that each collDty area will receive an amount whi~ bears the 
same ratio to the total amount to be allocated to the uruts of local 
govemmeld within that State..- . . 

(1) the population of that ~ty area, mult1ph~ by the 
general tax eft'ort factor of that COUBty area, multiplied by the 
relative inoome factor of that county area, bears to 

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

(b) ALLOOATIOJr TO Co'UN'I'Y GoVERNKENTB1 Mtl'NIOIP~ ToWN-
SHIPS, ETC. 

9 

(1) Cot7MTr ~.-The county government sba11 be 
allocated that portion of the amount allocated to the county area 
for the entitlemeat period under subseotion (a) which be&rs the 
same ratio to weh amount as the adj118ted taxes of the county 
go\Ternment bear to the &dj~ taxes of the county griv~ent 
and nll other units of local govemment located in the county area. 

(2) OnmR UNITS oP LOCAL CJ()UIUOI[BNT.-The amount remain­
ing for allocation within • eod.nty area after the application of 
paragraph (l) shall be allocated among the units of kNJ&l gov­
ernment (other than the county government and other than town­
ship ~vemments) locatM in tJ1t.t county area. so that eaoll unit 
of local ~vel"'Uitent will receive an amount which bears the same 
ratio to the total amount to be allocated to all such unite u-

(A) thie population of that local government, mlllQplied 
by the ~eral ta~ effort factor of that lacal govtl'Ulent, 
multiphed by the relative income factor of that local pvern­
ment, bears to 

(B) the sum of the products detennined under JD8para-
graph (A) for all such unit& · 

(3) TowNsmP oo~-If the ~ty area includes one 
or more township governmanta, then before •pplying paragraph 
(2)-

(A) there ahall be set uid& for allocatiob. under subpara-
~ph (B) toRch to'ttnship ~vetn'lnehtll that pottlon of th~ 
amount allocated to the count.Y area for the entitlement 
l>t'l'iod which bears the sarrie ratio to such amount as the sum 
of the adjusted taxes of all such to'WD!hip govel'tlllltnts bears 
to the agP.gate adjusted taxes of the county ~vermnent, 
suell township governments, and all other units Of local gov­
ernment located in the co~ area, and 

(B) that portion of each amount set aside llllder subpara­
graph (A) shall be allocated to each township government 
on the same basis as amounts are allocated to uriita of local 
~overnme!lt under par&P.ph (2). 

If ~h1s paragraph applies w1th ~to any- county area for any 
entitlement per1od, ~e remaining portion allocated under para­
graph (2) to the uruts of local government located in the county 
area (other than the .county government and the township govem­
m~nts) shall be appropriately reduced to reftect the amounts set 
asHie under subparagraph (.A). 

(4) INDIAN TIUB!JS AND ALAsKAN NATIVE va.t.A(JII:Il. If within a 
~hi ~ area there is an Ihdian tribe or Alaskan hative village 
1! eli has a recognized ~ve~ bqdy which _performs substan­
tial governmental functio!lS, then ~tote aeplymg pa¥aph (1) 
there shall be allocated to such tribe or village a pottltm of the 
am!>unt allocated to the ~unty area for the entitlement :(>8riod 
which ?ears t~e same !&~to to sueh amount as the population of 
~at tnbe or -yUlage Within tha~ cqUDty area bears fu the popula­
tion of that eounty area. If th1.s paragrtp~ applies with respect 
to any count! area for any entitlement penod, the amount to be 
e.llocated. under pa.ragraph (1) shall be a.pprop:iately reduced 
to re1lect the amount allocated \Ulder t.he ~ sentence. If 
the entitlement of any -such tribe or vill&ge is \\'al'red for any 
'11-1~71---1 
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entitlement period by the joveming body of that tribe .or village, 
then the provisions of thi;s pa.rapph sb&ll n~t apply w1th respect 
to the amount of such entitlement for such penod: If th See ta 

{IS) R"ULE I'OR SHALL UNITS OF QOVEIU{JONT,- e re ry 
determines that in any county area the data av~lab!e for any 
entitlement ~riod are not adequate for the apfhe;ation of the 
formulas set forth in para.gra,Phs (2) and (3) (B w1th resl_>8Ct.thto 
units of lbC&l g«?_vernment (other than a county governmeJ!t) '!'1 
a pola.tion below a number (not more than 600) prescribed for 
~ oount;r area by the Secretary, h~ may apply. paragra~ <2 
or (8) (B) bf allocating for such entitlement ~r10d to ea su 
unit located m that county area an amount which bears the same 
ratio to the tote.l amount to be allocated under par~ph (2) 
or (3) (B) for such entitlement ~riod as the population of su~ 
unit bears to the population of all units of local government m 
that councy area to which allocations are made under such para­
graph. If the preceding sentence applios with respect to an~ 
oounty area the total amount to be allocated _un4er paragrap 
(2) or (3) (B) to other units of local government m that county 
area for the entitlement period shall De approP.~tely reduced 
to reflect the &mounts -.llocated. under the pieeeding sentence. 

{6) ENTlTLDDlNT·- . ·d a ·· th' (A) IN oZNJ'.IW--~t as otheJ:W168·Pto'Vl e m 1s 
paragraph, the entitl~t of any. unit. of local ~vernment 
for any · entitlement ~od shall be t)?.e ~o}ID~ allocated to 
such unit under: this ~ubsection ( after,taking mto account any 
applicable modification under subsection (c)). 

(B) MAXD(UJ[ AND KINIXUX PER CAPITA ENT1'1'L1DDNT·­
Subject to the pronmons of subparagraphs ( 0) and (D) t thef 
per capita amount alloeated to any_ county ,s.rea. or any l;Ull~ o 
local ~mment (other than a coun.t.y goverrun!:nt) withm a 
State under this section for any entitlement penod shall not 
be less than 20 percent, nor more than 145 ~rtent, !>f two­
thirds of the amount allocated to the State under section 106, 
divided by the population of that State. . 

(C) LixrrATIOX.-The amount alloeated to any un1t. of 
loc&l government under this section for any en?tlement penod 
shall not exceed 50 pel'Ceilt !?f the ~ of ( 1) euc.h govern­
ment's adj~ taxes. and (n) the mtergQvernmental trans­
fers of revenue to such government (.other than transfers to 
such government under this subtitle). 

(D) EN'1'1'1'L1:11ENT LESS THAN 1~00,, OR GOVERNING BODY 
wAIVU BNTITLUON'i'.~If (but for this subpa~ph) the 
entitlement of at;ty unit of local government below th~ level of 
the county government..- . 

(i) would be less than $200 for any entitlement penod 
($100 for an entitl~ment ·period of 6 mOJltlls, $150 f()f' tm 
e-ntitlement 'Period of 9 'lfl()fl.tM), or 
. (ii) is waived for ~y entitlement period by the gov-
e~ body of such unit. • 

then the amount of such entitlement for such period shall { m 
lieu of being. paid to such unit) be added to. and shall 1. 
come a part Of, Ute entitleJOOilt tor su~ ~Od o~ tp.e coun~ 
go!erriment of the county area m wh1ch such unit IS located. 

(7) .An.rosTKL"i'r 01!' ENTITLEMENT.-

11 

(A) IN QENEBAJ..-ln adjustiug the allocation of ll.llY county 
area o.:: unit of local. ~vern~ent_, the Secretar;r shall make 
an:y adJustment ~uuid under paragraph {6) (B) first, any 
ad~ustment :req~a under paragraph (6) (C) next, and any 
adJustment reqmred under paragraph (6) {I>) last. 

(B) AD.JusTKENT FOR APPLICATION OP HAXDIUJr[ OR HINI,. 
)(tJ)( PER CAPITA ENTl'l'LDIENT.-The Secretary shall adjust 
th~ allocations made under this section to county areas or to 
umts of local governments in any State in order to bring those 
allocations into compliance with the provisions of paragraph 
( 6) (B). In making such adjt¥tments he shall make any neces­
sary adjustments .with respect to county areas before inakin2 
any necessary adjUstments with re~t to unitS of · loe&l 
government. 

(C) An.roBTliENT FOR APPLICATION 01!' LilllTATION.~Jn any 
case m which the amount allocated to a tmit of local govern­
ment is reduced under paragraph {6) (C). by the SeCretary, 
the amount of that reduction-

(i) in the case of n. unit of I~ gove~nt (other 
than a coun~y government), shi.I.l oo added to and in­
crease the· allocation of the oounty government of the 
county area in which it is located, unless (on.account of 
the application of paragraph (6)) that county govern­
ment may not receive it, in which case the amount of the 
reduction shall be added to and increase the entitlement 
of the State government of the State in which that unit 
of local government is located; and 

(ii) ~the case of a C!>Wlty govei11Dlent, shall be added 
to and mcrease the entitlement' of the State government 
of the State in which it is located. 

(c) SPBCIAL .ALi.ocATION Rm.u.-
(1) OPtioNAL P'OKHULA.-A State may by law provide for the 

allocation of funds among c:ounty area.~~, or among linits of local 
gove~ent ( ~~r ~an (X)unty governments) , on the basis of the 
J?Qpulat1on multiplied by the general tax effort factors of such 
a~&!! o:t: units of 1~1 ~ve!JUD-ent, on the basis ~f the population 
~ult1phed by the relat1ve mcotne f.-.ctors of sueh areas or units 
of local govenuneJ\t, or on the bRSis of a oombination of those 
~wo factors. 4-uY State which ~rovides by law for such a variation 
m the allocation formula proVIded by subsection (a), or by para­
pphs (2) and (3) of BUbsection "(b), shall notify the SeCretary 
of ~ch law not Jater than. 30 days befot;e the~ of the first 
:h~~I~ment penod to which BUch law IS to appty • .Aily such law 

(A) provide for allocating 100 pe:reent of the aggregate 
amount to be allocated under subsection (a) or under para-
graphs (2) and (3) of subsection (b); ' 

(B) applyuni~ormlythro!l~hout.the.State; and 
: :(C) applf dunng the penod ~nmng on the first day of 
th~ first entitlement period to which it applies and ending 
on [December 31, 19'76.] 8eptMn'h'er !JO, J!J80. 

(2), CmmnCAnON.-Pa:a.graph (1) shall apply within a State 
only lf the Secretary certifies that the State law ·complies with 
the requirements of such paragraph. The Secretary shall not 
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J~ 1,1976, and contifiiUU to~ t1DO or more avch 
.~. lwvicu. 

(2) CmrAIN AREAS TREATED As OOUNTD8.-In any State in 
-whi<:h any unit of local government (other than a county govern­
ment) constitutes the next level of government below the State 
government level, then, except as provided in the next sentence, 
the geographic area of such unit of government shall be treated 
us a county o.rea {and such unit of government shall be treated as 
a oolPliY f10Vel"JlJD8Dt) with l'ttlpeCt to that portion of the State's 
geopaph1c IU"8&. Ill any State in which any county area is not 
govMned by a county govenuuent but contains two or more units 
of local govemm8!lt, such units shall not be treated as county 
governments and the geographic o.reas of such units shall not be 
treated as county areas. 

(8) TowwsHII'8 . ..-... The term ''towuelaip" includes equivalent 
~JUbdivisions of _government ha~ diirerent designations (such 
as "toW118"), ana shall be determiDed on the basis of the same 
prineipl~ ns o.re ut!ed by the Bureau of the Census for general 
statistical purposes. 

(4} UNITA OF LOCAL' OOVER~"'XEl'M' J.OCA'Mm lN' T..ARGF.R F.NTITY.-A 
tudt of JocaJ go~ent shall be treated as located in a larger 
entity if part or all of its geographic area is located in the larger 
enti~. 

1 
( 5 ], 0NLT PART OF UNIT LOCATED IN LARGER ENTITY.-If Only part 

of n unit of local ~vernment is located in a larger entity' such 
part shall be treated for alloeation, purposes as a separate unit of 
Ioeal government. and all computations shall. except as otherwise 
provided in regulati01l5, be mide on the basis ot the ratio which 
the estilnatec:l population of such part bears to the }JOpulation of 
the epti:m-1 of 8\lc;h unit. ' 

(6) l3on"DAllY CHANGES, OOVl!!RNJr(ENTAL REORGA.Jo."'ZATION, ETC.­
If~ by reason of bo'IUldacy line chapges, b.Y ~ason of State statu­
tory oc CQll$titutioMI changes,. by reason of annexations or other 
govet~lenta\ f&Of~tions,, Of W J"ea&On of other circwn­
stancea, the ap~li<:.¥fon Qf any pfOv.i~ of tbi.$ section to units of 
loco] go"\reruxnent dOes not ~rry out the p:urposes of thiS subtitle, 
the apnli<'Rtion of sucl.l ,pruyisio.n ~~made, under ~tions 
.P,l'f~r~ lq the ~reta.ry, in. a manner which is ennsistAnt with 
such purposes. · , 

SEC. 109. DEFINmONS AND SPECIAL RULES FOR APPLICATION OF 
~ATIONFORMULA& 

(a) IN Qmbau .. ~or purposes of this BUbtitle-
. (1) PbPlli.A'JIOlir.-Population shall be detennined on the same 

haais ns ret~ident population is detennined by the Bureau of the 
Cenns for general statistical purposes. 

(2) URRAN'tz:m l'OPULATION.-Urban ized popnlatien means the 
population of aJry ·area consisting of a central city or cities of 
ISO,fm ol' more in:habitanm (and of the surrounding eltMely set-. 
tlP.d t~I'P~ for such city or cities) which is treated as an 
urhanw..ed area ),y the Bureau of the C8nsus for general statistical 
purposes. 
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(3) 1:NcoJD._:_Jncome means total money incom~ received from 
all sources, as determined by the Bureau of the Census for general 

statistical purpoees. . h · <4:) PER80NAL moo10.-Personal meome means t e mcom6 
of mdividuals, as determined by the Department of Commerce for 
national income accounts purposes. 

( 5) DATES FOR D~NG ALLOOATIO'MB AND • l!l~-
KENTIJ·-Except as J?:rOVlded m regulati<f!l!, the dete~ation of 
allocations ·ana entitlements for any entitlement ~od shall. be 
made as of the first day of the third month immediately preceding 
the ~ing of such period. • a1 

(6) JNTDGOVEBIOIENTAL 'J.'BANS!'DL-The mt.ergoverDI!lent 
transfers of revenue to any govemment are the amounts of reve­
nue received bY. that government from other ~vemments as a 
share in fint.ncing (or as reimbu:raement for) the perfonnance 
of governmentallunctions, as determined by the Bureau of the 
Census for ganeral statistical pnrpoaeB· 

(7) DATA USED; tJNII'()JDDTY OF DATA.- , , 
(A) GENERAL RULJ!l.-Except as pronded 1n subparagraph 

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

(B) Usz or zsTIKATES, 'JCTC.-Where the Secretary deter-
mines that the data referred to in subp~ph (A) are t;iOt 
current enough or are nc:»t compreh6tlS1V8 enou_g~ !o pronde 
for equitable allocations, he may use such admtional data 
(including data based on estimates) as may be provided for 
in regulations. . 

(b) lNCOHE TAX A.xoU'MT or &r.Ans.-For purposes of this sub-
title- . .. (ll h cmNDAL·-The mcome tax amount of any State .~.or any 

entit emeht period is the income tax amount of such State as 
determined under paragraphs (2) and (8). 

(2) lNCOKE TAX AKOUN'T,.-The income tax amount of any State 
for nny entitlement period is 15 peteent of the net amount ~1-
lected {rom the State individual income tax of ~eh State dunng 
19'12 m· (i! later) duri~ the last ~lendar year ending before 
the beg!nnmg of such entitlement penod. 

(3) Czn,mo AND J'L{)OJL-The income tax amount of any State 
for any entitlement period-

( A) &hall not exceed 8 percent, and 
(B) shall not be less than 1 ~nt. 

of the Federal individual income ta~ liabilities a~tributed to ~ 
State for taxable years ending durmg 1971 or (If later) dunng 
the 1ast calendar year ending 15efore the beginning of such enti~le­
vidual income tax liabilities attributed to any State for any pel"!od 
such State and described as a State income tax under section 
164: (a) ( 3) of the Internal Revenue Code of 1954:. • . 

(5) FEDEBAL INDIVIDUAL INCOXE TAX J.IABILlTDS.-FedenJ. mdi· 
shall be determined on the same basis as such liabilities are deter­
mined for such period by the Internal Revenue Service for general 
statistical purpoeeL 
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(c) GENERAL TAX EFFORT OP Sr.A.TJ!'&-
(1) IN QJNEBA.t..-Forpurposes of this subtitle-

(.A.) GENERAL TAX EFFORT rACTOJL-The ~eral tax effort 
:f'aetor of any State for any ehtitlement penod is (i) the net 
amount collected from the State and looal tues of such State 
during the most re~t report~ _year, divided by (ii) the 
t:ggreP.te pel'IOll&l ~come (as defined in paragraph ( 4:) of 
subsect1on {a)) attnbuted to such State for the same period 

(B) GENEBAL TAX EFFORT AllOUNT.-The ~eral tax effort 
amoun~ of any State for any entitlement penod is the amount 
determmed by multiplying---: 

( i) the net amount co1lected from tho State and local 
t;xes of such State during the most recent re'porting year, 

(2) S 
(ii) the general tax effort factor of that State. 

TATE AND LOCAL TAXES.-
( A) TAXP;S T~N INTO ACCOUNT.-The State and local 

taxes taken u;tto f!-CCOunt under pa.ragraph (1} are the com-
fculsory contribut1ous exacted ~:y the Sta~. (or by any unit of 
ocal gc:J~rnment or other pohtu~al subdiVISi.on of the State) 

for pubbc purposes . ( ~er than employee and employer 
~ents and contnbutions to finance retirement and social 
msurance systems, and other than special assemmmts for Q& i­
tal outlay), as such contributions are determined by t~e 
Bureau of the ~ for gmera1 statistical purposes. 
(~.) :MOST ~NT BEI'ORTINO n.AJt.-The most recent re­

pof rth.mg year wtth ~ to ~my entitlement period consists 
!> ~ e years taken mto account by the Bureau of the Census 
JD 1ts most recent aeneral determination of State and local 
taxes made before t1ie close of such period. 

of \11 GEb~ ~AX EntlRT FACTOR OF Co11NTr Amu.-For purposes 
any entistierr:en£ rirm!l tax effort factor of any county, area for 

. ·(9 the ~usted ~ of the co~ government plu the ad­
Justed taxes of each other unit of locll government within th t 
coun9 area, divided by a 

~~ ,!)'f~:J:i:~1::ne;:: paragraph (3) of sub-

( e) GzNEBAL TAx EPFORT FAcmB a. UNIT or Loc.u.GoVIIIl'MliDlNT 
For purposes of this subti.tl&o- .-
1~ )~6!~t fo-The ~era1 I tax effort factor of any unit of 

uu•IIO&& ·~ enbt ement.period. ia--
di~~~ ~; ~J taxes of that unit of local government, 

(B) the ~te income (as defined in paragra h (3) f 
(2)1~:-!t!~ributed to that unit of local go!ernme:t. 

(A) lx OENERAL.-The adjusted tax:es of any unit of local 
government are-

(i) the oomp~ry contributious exacted b such V"· 
ernment for public purposes (other than sf1o ~d 
.employer ~ents and contributions to fin~cremtire­
ment and SOCial :msuranee systems, and other than special 
assessments for capital outfay), as such contributions are 
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determined by the Bureau of the CeDBU8 for general sta.­

tistiesl ~urposes (ii) a.ajusted (under regulaUODI prescribed by the Sec-
retary) by excluding an amount ~Ual to that portion of 
such compulsory contributions which is p~Y alloca.-
ble to ~venae' for edneation. 

(B) CER'rA.llf BALES TAXES COLLE<1I'BD BY comrrms--ln any 

case where--(i) a eounty government exa.cts sales taxes within the 
geographic area of a unit of local government and trans­
fers part or all of such taxes to 111eh unit without s~ify­
ing the purposes for which such unit may spend the 

revenues, ana (ii} the Governor of the State notifies the Secretary 
that the requirements of this subparagraph have been met 

with respect to such taxeS, 
then the taxes so transferred shall be treated as the taxes of 
the unit of local ,.,,.ernment (and not the taxes of the county 

~vetnmt~nt). (f}' ']!ta.&TIVB !Noon F.a.(l'l'OBr-For purpoaea of this subtitle, the 

relative income faotor is a fraction-(1) in the case of a State).. the numerator of which is the ~r 
eapita income of the United ::;tates and the denQDlinator of wh1ch 
is t.he P.8r eapita income of that state· (2) in the case of a county area, the numerator of which is the 
per ~apit& income of the State in which it is locamd and the de­
no:rninator of which is the per eapita income of that coUJltY area; 

and ~ in th4S case of a unit of local «<venunent,. the numerator of 
which is the per capita income of the eounty 4rea in which it is 
located and the denominator of whieh is the per capita income of 
the geogr&phie area of that unit of local govern&nent. 

For purposes of this subsection, per capita income shall be a..ermine~ 
on the basis of income as defined in paragraph ( 3) of ~on ( n.). 

(g) AJMxlloftOX RULES FOR FIV!! F AOI'O• FOJP(Ul..A..~F~r purposes 

of section 106(b) (8)-(1) ju.JJ)CATJ.OX ON BA818 OF 1'01'17LA'l'l0lf.~ allocation 
among the States on the basis of ~ulation shall be made by 
anoctLtihg to each State an amcmnt. wliich bears the same ratio to 
the total amount to be allocated as the populatioa of such State 
bear& to the pOpUl~ of all the Stat1!:8. 

(2) A:l;LooA_"nnN ON BA818 OF lJB&UnZBD !'()!'OLATION........A.J allo-
tatiGh among the States on the basis of urban,ized population shall 
be made py allocating to each State an amount which bears the 
same re.~ to th6 total amount to be allocated as the urbanized 
pop'Wletloa of such State bears to the urbanized population of all 

the States. (3) AUol)O.A.'l'lON ON BASIS OF i'(JPULATIOX n;VEBSELY WEIGHTED 
FOR. PER CAPITA n~co~-Any all~ion among the States on the 
basta of population mven.ly waghted for per capita income 
shall be made by allocating to eaeb State an amount which bears 
the same ratio to the total amount to be alloeate!d as-

(A) the population of •ch State, m1altiplied by a fraction 
the '&'DJile:rU:or of which ia the per capita income of all the 
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States and the denominato f hich · of such State, bears tor 0 w 18 the per capita income 

(B)· the sum of the prod eta d te . 4sraf!.l!!.!:a11 the Statea. u • rmmed under oubparr.-
11 ( :) ! ON BASIS OF INCOJIJD a ocation among the States on the b . TA~ COLLBO'l'ION&.-Any 

shall be made bj allocating to each S::~f mcom.e tax collections 
the same ratio to the total a unt an amount which bears 
tax amount of such State b!:s to to th be allocated as the income 
amounts of all the States. e sum of the income tax 

( 6) ALLoCATION ON BASIS OP GENERAL ~byamallong ~eStates on the basis of~~ ~.v:r~Any allo-
• e ocatmg to each State an am ra. . euort shall be 

ratio to the total amount to be all ted ount which bears the same 
amount of such State bears to thoca as the general tax effort 
amounts of all the States. e sum of the general tax effort 

Subtitle B-Adminfstratlve Provisions 

SEC. UO. MODERNIZATION OF GOVERNMENT 

A (a) Por.rw AND PuBPOBK.-In ~ t'Mt .,.·_.,.. . clahalJ~et'M~ 1-r:-~fMIIlBrthil 
~ocal gO'fJ6'1'nlln6'nt8, tJach StattJ ihall ~~of Stat6 and 

1
:;:t;Jhf::::!g fmY aupa it Au takM a;, :=6 ":Kr;o':z !!: 

(b) BrArz AIABTKil Pua.-Itil uttihl' h6d g()'fJM'ftlne'fl,t prepcrre afl.d ~ • .. (l8 a qoal that (J(JCh seau 
~th. ~ ( 6 ) a 'fMtltM' plan arUl ';i~ ~~~~ctioM (c), 

(~ S~a.U tm.d local gO'D6f"''IIIWJnt I.,, 'JfWUifiTIIMn"!/ Mill N-

o ( PllKPAilATION OI' M A8 P. • mittinf{ the State'' t.lf&ftt.lt1l ~LAN AND TIIIITABu.-Pf'im to BUb 
ea:eD'UtMJtJ ofllcet' ~ "'l"" .. to the StJCNtarg · the Stat.' • -
the seau l6 • .,:::: a propoled fiiiUUr p~ aM • , ol~Uf 
body of eS and to thiJ cl#Mf ~8 of/lc6r ,.:;:tahltJ, to 
unit ·of local ~e:;::t, to1Jmlhip g011emmeflt ~~ pOilegO'IJ~Mt ~ tllfl, for tliu6 'Pfi'7JOIJ6I ~

0 

t'1&6ftt in 1ectitm 108(I}(1) T~t'Mik~oftmi.to/local 0::::. 
may Iilio 1>6 made attJaiJable propoled. fii/Uter ploo Olfld JnwtahltJ 
~~:a~hout the State e;,::: ~by publication ift MIDI 

. , ... u:.u ·=~ ~~ ~~ pM'Ioti .;'..."':f...~~ 
maater plan OJntl time"'-'1. OJ tu~ StattJ to c0'1'T111l8'1'1t the wwlll 
c0'171111&6fJ.t promtilgat«ltA.Wle, in acoordOJM6 '!Ditk a ~ PJDPDI«l 
Mill e~oum,6 ufllcw :r ttt: s:Z ~6 of/lcM' of tke 8~ 'Tt c~ in pre • he 'ffi41J talee into ~· ma~tllr plat& and ~t fVn,aJ, fTWJIMr plan and timtJtahltJ lUCk 
which 1haU 'VOU 1Di::therle ''4 btJ 8tlbmAttetl to the StattJ u;J.J!:al 

(d) Ooarzara oF M ABT:; P':.a to ~ .uch plaA to t'M KBONea; 
(J). I a (J8NIIUL.-A 8ttzt!, AND lllrr.ABUa.- • 

con.tain: , fTWJittJfo plan aM timBtabltJ 

1
,/J) • Ht of _,...,. ft>r ~UNto • • • fiiiJY 

fMT&t;Bft611' ecooomy and ~ty of~~ ~ 
11-TH-Tt---1 g 
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[SEC. l!L REPORTS ON US'& OF FUNDS; PUBUCATION 
t<a) RvoRTB ON Un OJ' Ftnms._:_Each State ~rnment and 

uQ; of local l!>ftrrune.nt whicll receives funds under subtitle A 
shall, after the Cloee of each entitlement period, submit a re~rt to the 
Secretary setting forth the amounts and purpoeee for whicli funds re­
ceived during such period han been spent or oblipted. Such reports 
shaU be in such fonn and detail and Shall be submitted at such time 
as the Secretary may prescribe. 

[(b) REPORTS oN P:u.NNED USE oP Fmms.-Each state gonrrunent 
ana unit of local government which ~ to receive fUnds under 
subtitle A for an1. entitlement period begmning on or after January 1, 
1918, shall submit a report to the Secretary setting forth the amounts 
and p~ for which it plans to ~d or obligate the funds which 
it expect!~ ~_receive during such penod. Such reports shall be in such 
fonn and detail as the Seeretary may prescribe and shall be submitted 
at such time before the beginning of the entitlement period as the Sec· 
retary may prescribe. 

[(c) PUBLlOATION AND 'PuBLICITY OJ' Rmo:~m.-Ea.eh State govern· 
m~t and unit of local government shall h.a.ve a copy of each report 
submitted by it under subsection (a) or (b) published in a newspa.per 
which is published within the State and has general circulation within 
~ geographic area of that g<>vernment. Each State government and 
unit of local government sluill advise the news media of the publica· 
tion of its reports pursuant to this subsection.] 

SEC. 121. REPORTS ON USE OF FUNDS; PUBUCATION AND PUBUC 
HEARINGS. 

.(.a) REPOBTJJ oN PBOPOUO UsE 011 FuNOJJ.-Eack Stat~ p~t 
and u-nit of Zooal, gO'tJ~ which e:lJf''Otl to reo6W~ fVttt!U tii&Mr 
subtitls A or D iOf' af!Y ~ ~(l be~ on Of' after Jan~ 
a1"!J 1, 1977, •llalll'libmit a 1'6~ to the S6C'1'6t1Jr1/ ,.ttmg_ forlk the 
~ aNl 'JN'I"JJI'" for 'fDliJ,ch it 'fYI'O'PO'el to •;pe,rlll tJII' Ob'Ugat6 the 
ft!nJJa 1Dkich it ~~ to f'606iN~ tltwiMg IVCh f)61'{od, Ql ~ tDith 
the Ul6 of ftnMZar ft.!rJiU dvt'iAg the t'I.Do if'TII'MaiaU'/,y ~.., ~ 
1Mt\t 1J8!iotll. Eack ~V~Jh report 1hall includs a com'jHI'/jlon ol tll~ 
pro~, DUf"Nftt, and ~ we of~V~Jh ~ to the ~ ft!M­
tioMl item~ in it8 ofllcW ~~t aNl f'P6Clfy 'fDhet'Mr the fW!JtJOHtl we 
if/Of' a comple~'/,y fleW activity, for tM ~or~ of 
an umti.Ag actWity, Of' /M ta:1J •tobilisation or~ Such report 
ihall b~ in tuch form titM tktail as the Seof'6tlw1/ ~ pr68trib~ aM 
shaU be 8Ubmittd at lUCk~ bef0'1'6 the beginning of til~ M&tit'l8m6nt 
period aa the Seoreta:rv rrwy pr68CrWB. 

(b) REPORTB oN UsE 011 FuNos.-Each State gO'V6'f"MMt,Mt,'t Mill uni1 
of local, gOtJenwMfl,t 'IIJhich receWet ftwul.! Uflller nwtitle .A 01' D 1htilZ, 
aftM- tM cU. of eacll entitlMnM!t ~~a report to the 81t11'6· 
tory (_'tDhich report 1Mll ~ ,ailQble to ·the public tor ~ and 
re~ion} setting forth the~ and~ for wkich~ 
NC6im6d ilvirtft9 IUCA • f)ff'ioil be beM approyriate4, '~' or obli­
gated and ~~ IM ~Mf.~t7io.e- fufllll to the relnant 
~ item8 in the f[O'IJ~' o · builget. Such NfJ!1rl 1hall 
jurlher fWC?:VWU (JR ~~of difflll'eMU betweM the tiCf;u,a], 
me of fVNU reoei1Jecl and the prop01ed we of tuch ~ as ~ 
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'Within a mdro~ area sltall BUbmit a COP'!f of th6 ~ w' 
report to th6 ~ qrgM~iMztion, m t'M metropolitutn atVJa tohlch 
is f~ chtJrg«l 'With oa-rryim,g out t'M 'f.1'0"'oi8Uwul of3611tioA B04 
of the Demonstration Oitiu and M etropol~tan ~ Acl of 
1966 (41 U.S.O. 8M4)L 1ectilm J,/)1 of t1"6/AtergO'tJ~ 0tHJpM<­
atitm. Act of1968 (41 u.S.O. 4181); M' 1ectionM of the HOtUiitn.g <md 
OOfllmflllity D~Act o/1111~ (41 U.S.O. 481). 
[SEC. 12!. NONDISCRIMINATION PROVISION. 

·[(a) IN GENmw..-No pel'BOn in the United States shall on the 
ground of race, color, national. origin, or sex be excluded from !>&rtici­
pation in, be denied the benefits oil. or be subjected to discrhmnation 
under any program or activity funaed in whole or in p&rt with funds 
made available under subtitle A. 

J:(b) AUTHoRITr OJ!' SECRETARY.-Whenever the Secreta.r;y deter­
mmes that a State ~vernment or unit of local government has failed to 
comply with subseCtion (a) or an applicable regulation, he shall notify 
the Governor of the State (or, in the case of a unit of local government, 
the Governor of the State in which such unit is located) of the non­
compliance and shall ~uest the Governor to secure compliance. If 
within a reasonable period of time the Governor fails or refuses to 
secure oomplianC!t the See~ is authorized (1) to refer the matter 
to the Attorney \:leneral with a recommendation that an appropriate 
civil action be instituted; (2) to exercise the powers a.nd functions 
provided by title vr of tlie Civil Rights Act of 1964 (42 U.S.C. 
2000d) ; or (8) to take such other action as m~ be provided by law. 

1:( o) AUTHORITY OJ!' A.TI'ORNEY Gmmw..-When a matter is referred 
to tlie Attorney General _pursuant to subsection (b), or whenever he has 
reason to believe that a State. g?Vernment or unit of local government is 
enN&d in a. pa.ttern or pra.e¢ce in violation of the provisions of this 
seetion?.....the Attorney General may b~ a. civil action in any a.ppro­
priate united States district court for such relief as may be appro­
priate, including injunctive relief.] 
SBC. IJJ. NONDISCRIMINATORY PROVISION. 

(a) PBOliiBlf'ION~-(1) Ia (},n•.u..-No per1on11uill, on accownt of 
~, colof', Nligioft, '""' ftiJtional origin, age, or handicapped 1tatw, b' 
eQJCltuled from ~~ if&, be d.en.utl t'M bensfitl of, or b' .lflb. 
i~ to a/.8~ tmder amy proffl'am M' aati'Vity of a Beau gO'IJ-
61"1111Tl.8nt or '~~~flit :lw local gO'V6f"'WTTMM,t wltich gO'IJ61"ff,m6ftt M' unit NC6Wu 
f'rmdl made tW l6 titnde1' Btibtitl6 ·A or D. The~ of t/t,U 
~lultallbe~ted-

(A) in accordance with titlu II, Ill, IV, VI, tmd VII of_ t'M 
OWU, Rigl&t8 Act of 1964, a~ tii'IIMid6d. title VIII of t'M Oituil 
Rigl&t8 .Act of 1988, (J8 aniefukd, and titl6/X of t'M Edvcation 
A~ of1fJ'!I, toitA rupsct to tlUcrimination. on t'M bam 
of rw.w, tl()lor, religiof&, 1e0, ornatiofttU Ofj{fiA • 

(B) in aocO'I'dance toitA tM RelUJlnY.tatlon Act o/11118 'With 
~ to dilt»"imination on t'M ba8i1 of handicapped 1tatw; and 

(9) in fUXJOf'dance 'With t'M .Age Dilcrimination Act of11116 
~th rupect. to diBcrimift4tion on t'M bam of age, nottoitlillanll­
ing_ t'M d6f61'Nd 'ffectitveMU of 1uch .Act. 

(B) Ezo•ntoaa.-
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~d) Aoniii6Nf'8 BNTWUN Ao•wor6a,._T'M S 
aut ag~ tDUh, State agt~Miu Olftl.l 'fiJith, ot;::.e~hall enkr 
tfQn '1/t:f.( ll'fi(Jh, ag6Misl to ilwutigau agMIIJiu ~ M ag1'H'I1Nf&t8 ahall aufiribe ~P~ tDitll. lub•ec-
Hr&Ml and (tACiutltng t"M ~~ of Mil~~ lffort. to be ---:~~ ruourcu) to BMUN -Zian.cM . 'l~t p~r­r~ fqr #M ift1111idiaU Mtiii;;."/i,_ 'U1it thii~Mtion, aNl 11uJll :1: ~ of any actWM i~ of t"M 8el11'6to.ry by tAl .tttor-
Zatt:.~ (o),~underanyt1tluJrF~a~'*i.~~ (b)(I)(O), 

iuu84 t~ "!11
- 1tatut6 flrNnu.. SE • ,-

(
C. )121; _:'!ISCELLANEOUS PROVISIONS. . 

& ABBt7JUNOI'B TO THE S ~h~~l ~btitle :A fo:=r~~enot~:i qua!ifY. for any 
must esta.blil 'J.. 913, a State government or unit f I~ on or 
reta.ry and ~th:tD. accordance with regulatioD8 p~government 

' • ' WI respect to a unit f I 1 by the Sec~ o~rtunity for review and comment b oca government, after an 
w ch su~ un!t is located) to the :&!a ~ GOvernor of the State in 

(1) ~twill establish a trust fund. aetiO!l o~ the Secretary that­
menfs 1~ ~ves under subtitle A fWD ~hich 1t will deposit all pay-
• ~2) It Will use amounts in such irust fun . . . 
:.:hi!;!= ~~in such trust fund~ d~='!:.1. ::f 
. [ ( 3) in the case of a unit ofi'!lalbe provided in. such regulations: 
m such trust fund (including _government, 1t will use amoun~ 
such trust fund) nl f any mterest earned thereo hil . 
!IOOtion 103 (a)), a!d ~r ~riority expenditures (as deftned.e i: 
m the geneiaf lUnd of the ~ver to the Secretary (for deposit 
~:of any amount expended ou:3~: =~j~ f:o 11~ per· 

paragraph, unless such am t · m V10lat1on of t"!r fund (or the violation is ~~ 18
• promptly :repaid to such 

an(4 o)ppot rtwill~ty fo~ corrective aetio~· corrected) after notice 
1 proVIde for the di: · und~r subtitle A. only in accordanexpen 'tb.t~ .of aJPounts received 

appli~le to the expenditure of . tsce Wl the laws and proced~ 
( 5) 1t ~ 1 own reven,ues; 

(A) use tWcal, account' . · ~nform to ridclin.es esta~h:dd[~dit P~urea which 
1Dit!uBUb•ectUm (c) of this 16Ction, b ~r~iA ~/O'I'mity 
8-.~.: :e;...tt"~~er ~ o~?.J:f::d 
a'"" tllith g~ aooe ~.._.-~~ avditltn ~ 

~raP.h (B) of~t~ef: BUb•~ •tatnd4nll a~ 
) provide to tlie o...--. .. ~-·., 

e ~f the Uni~ ~";" (and to the <;lo:m.ptroller Gen~ 
the nght to examine su~ boo~;wle notice, aocess to, and 
o~ ~ the ~' ma reaso-, ooumeJ?-ts, papers, or ree­
reVlewmg complianCe wfth this tiilY req( U1!B for purposes of 
~mptro~r General, 88 the Comnt.,.:J.Ie~~ case of the 

. Y reqUire for purposes of revfe-:- . . ·may reason~ 
ations under subsection (e)'(~)), a:d'· compliance a.nd oper-
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'(C) make such annual and intsim report.a (other than 
report.a required by section 121) to the SeCretary as he ma.y 
reasonably require; (6) all labOrers and mech&nies employed [by contractors or 

subcontractors] in the performance of work on any: construction 
proiect, [25 percent or more of the costs of whiCh project are 
pa.}dl wfUch u fvNled in 111hl.il6 or part out of its trust fund estab­
lishe'Cl under paragraph {1), will be paid wages at rates not less 
than those prevailing on similar construction in the locality as 
determined by the Secretary: of Labor in accor(lance with the 
Davis-Bacon Act, as amended (40 U.S.C. 276a-2'16a-6), and that with~ to the labor standa.i'ds SpecftAed in this para.~ph the 
Secretary of Labor shall act in aooordance with Reor~anization 
Plan Numbered 14 of 1950 (15 F.R. 3176; 64 Stat. 1267 and sec­
tion 2 of the Act of June 13, 1934[, as amended] ( 40 U. .C. 276c) 
, e:M6pt t'lvJJ MtAiN.J - th.U .ulJHOtton Bho!l b~ oO'IllmM to 
cove'!' 'IJJOf'k fJ6f'Jtl'l'fMi/, by a ,eau or Zooal JvrildictiorL 'I.Oith itB 011m 

re~, ~ Ztihore'l'l or mecMm.icl; 
(7) individuals employed by: it whose wages are paid in whole 

or m part out of its trust fund established under pa:s:h (1) 
will be paid wages which are not lower than the pre · rates 
of pay for persons employed in similar public occupations y the 

same ~mployer; and (8) in the case of a unit of local government as defined in the 
second sentence of section 108(d) (1} (relating to_govemments of 
Indian tribes and Alaskan native VIllages), it will expend funds 
received by: it under subtitle A for the l>enefit of meml>ers of the 
tribe or vii. residing in the county area from the allocation of 
which funds are allocated to it under section 108(b) (4). 

Para~ph {7) shall apply with respect to employees in any category 
only If 25 percent or more of the wages of all employees of the State 
government or unit of local government in such oo~ry are paid from 
the trust fund established by it under raragraph (1). 

(b) wmmowDfG OF PAnmNT&-l the -secretary determines that 
a State government or unit of local ~vernment hM fa.iled t-o comply 
substantially with any provision of subeection {a) or any ~ations 
prescribed thereunder, after giving reasonable notice and op'{>Ortunity 
for a hearing to the Governor of the State or the chief executive officer 
of the unit of local government, he shall notify the State ~vemment 
or unit of local government that if it fails to take corrective action 
within 60 da~ from the date of receipt of such notifica.tion further 
p&.~e.nts to It will be withheld for the remainder of the entitlement 
period and for any subseQuent entitlement period until web. time as 
the Secretary is satisfied ihat appropriate corrective action has been 
taken and tnat there will no longer be any failure to comply. Until he 
is satisfied, the Secretary shall make no further payments of such 

amount& (e) Aooo--m-II""IIN .... G, AunrriNG, AND EvAL"D'ATION.-
(1) Ix CJBMEBAL.-The Secretarr sba1l provide for sueh [ac-

eountini and auditing procedures] auditl, evaluatio:ris, ancf re· 
views as may be necessary to·i.Dsure that the expenditures of funds 
received under subtitle A or D by Stt.te ~vernments and units of 
local gowmment comply fully with [the] requirements of this 
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(3) The period beginning January 1,1973, and enging June 30, 
1973. 

( 4:) The one-year periods beginning on July 1 of 1973, 197 4, and 
1975. 

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

( 6) The pmod ~gitmi-ng on J (lfllUI14''!11, 1977, awl e-ndi,ng 8ep­
'tt!Jtniher 30, 1977. 

(7) The fme-'!1604' period~ begWW&g on October 1 of 1977, 
19'18, and 1979. 

(e) DISTRICT OF CoLUXBIA.-For purposes of this title, the District 
of Columbia shall be treated both-

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

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

SEC. 142. REGULATIONS. 
(a) GENERAL RULE.-The Secretary shall prescribe such regulations 

a.s may be necessary or appropriate to ca,..., out the provisions of this 
title. - -J 

(b} .ADHINI8TBATIVB PRomntmE ACT To APPI.r.-The rulemaiQ.ng 
provtsions of subchapter II of chapter 5 of title 5 of t!he United States 
Code shall a.pply .to the regulations prescribed under this title for en­
titlement penods beginning on or after J a.nuary 1, 1973. 
SEC. 143. JUDICIAL REVIEW. 

(a) PETITioNs FOB R.Evmw.-An:r State which receives a notice of 
I'JKlud.ion in entitlement under section 107 (b), and any State or unit 
ol local government which receives a notice of withhol~ of pay­
ments under section [104:(b) or] 123(b), may, within 60 days after re­
cei~ s,u~ no~ce, file with the U~ted States oourt of apJM:&ls for 
the Cll'CWt m which such State or unit of local government IS located 
a petition for review of the action of the Secretary. A copy of the ~ti­
tion shall forthwith be transmitted to the Secret&!'Y; a copy shall also 
forthwith be transmitted to the Attom8f General. 

(b) ~BD.-The Secretary shall file m the eourt the record of t!he 
p~ding on.which he based his aet~on,.as provided in section 2112 
of title 28, Umted States Code. No obJection to the action of the Sec­reti shall be considered by the court unless such objection has been 
ur Leforethe Secretaty. 

c) JUBISDICTION Ol' CouBT.~The court shall have jurisdietion to 
affi.nn or modify the action of the Secretary or to set it aside in whole 
or in.~rt. .The findin~ of f~t by the Secretary, if supported by sub­
stantial eVIdence contained m tlie record, shall be conclusive. -How­
ever, if any finding is not supported by substantial evidence contained 
in the record, the court may remand the case to the Secretary to 
take further evidence, and the Sec1."8tar.! may thereupon make new or 
modified fin~ of fact and may modify his previous actions. He 
shall certi:f:y to the court the record of any further p~ Such 
new or mOOified. findin~ of fact shall likewise be conclusive if sup­
ported by substantial eVIdence contained in the record. 

(d) REviEw BY SUPREME CoUBT.-The ju<Wnent of the court shall 
be subject to review by the Supreme Court ofthe United States upon 
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iVi®d in seotion 1.254: of title 28, 

~~i or ce11tifiraAn"t 88 pro 
United States Code. UIRE lNf'ORMATION ON INCOME TAX 
SEC. 1"- AU'IIIORrrY' TO BEQ 

RETURNS. . 

(a) G(~=;; WITH RESPECf TOf ~~~: 6~!t~~~ 
aft "'B of ~rt II of subcba:Pie~ 0 me•~ returns) is amended 

'f:venne COde of 19M~~~~ toll!,':ing new section: 
by adding at the end t • 

PLACE OF RESIDENCE. • ired on any 
"SBC. 6017A. f . dividual the infOnnation requ nanoibd 

"In the case o an m . • ~'by c'hapter 1 for any r-- d 
'th ~to the taxes 1m~~ nt rtmnidpa1ity, an 

~~aft'i~~de ·ln!fi:~O:.,::m:~ ~~·!hi~hu~~~~~!!~!~~ 
~~Ge~~di~al with respect to d':= (de::'r:'~ed in the t:n•:r ~::) 
return) resided ot:t one o:e:rl~ by the Secretary or his ep 
vided by regulations p ch 
during such period." -The table of aeetions for ~ • 

(2) ~O&L .aJOINDby-:rw;,g at the end thereof the followmg • 
snb,-t B 1s amended 

••eec. 6011 A. Place of rellldeoee." 

(b) CmJ,. Plui4LTY·- B f chapter 68 of the Internal 
(1) IN ~-S~hapt~ded' by adding at the end thereof 

Revenue Code of 1954. 1S aroen 
the following new section: INFORMATION WITH RESPECT TO 

7 F AlLURE TO SUPPLY 
·~~C. 668 • PLACE OF ImJIDENCE. f ils to in,clude on his ret~ 

"{ \ ~ 'PJIH.A.I.'rY.-lf any perso~ a6017A with~ to htl a." formation required under sec~'t; of $6 for each SQ.eh fail'\1re, 
a.uy mof 'dence he shall pay ape~ dll to reasonable cause. 
~ it~ shown tha.t such failure 1S T~e A.J:FLY.-Subchaptet' B. of 

"{b) l}E!'ICIKNOT PBOCEDUltES NC!._..t for in~me, e~a.te, gtft, 
btl' 63 ( rcl.a.ting to deficiellcy; P~~ct of the· ~sment or 

cbap 4:2 taxes) shall not app-.y m &'7r- ( ) " 
and c~apterf v _ ... .;ltv impc»eed by su~h. , on f ~~onS for ~ enb­
col~on 0 an, ~ 'J• - Theta 118 0 """'"& n wing• 

(3) CLB~ .uwwded~ding at the end thereof the fo o • 
clu\pt&r B 1B atn811 Y t1oA wltla ~ to place ot 

· "'lee. 8887 J'allate 4iO 1uPU1J bllo~ 
' naldence." BY MAJOR 1JtSI$tlntS. 

:&NTl'fLBMBNT FACTORS AfFECTED &Mll <1i t•d any 
S~ ~~ administratiou of~ ~iile ~ !;fU!~ p,t a. sate "~vern-

'---,..OIA in data used in cieteftlllll~ttfor a nAried ef 60 JaO~tbs lf that 
('J:DUS._- 't _f. 1.-Aal--- - ·-mentor a uDI Ol.' .wo; e-· · . PrelUde~ 
chilD~ . . d»*ter Qe$e~ed by the 

"'(1) resu1U from a ma~ Bellef Act of l974,a.nd 
uMtM section SOl of =:.of th&•titliBPleD.t of tha~ State fJ1ferD--

~=o~=p~ 
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(1) ADJUIJZ'IIIINZ' 011 ENZ'IZ'ZEIIIIN-Z'.-
(A) Ia a.~tDAL.-IA adjtuew&g t'M alJo(J(Jti,rm of any~ 

area or unit of local gM~, t'M 8~ 1Aall f'IIIJU 
any adjwmumt ~tl 'fiiTIAi8f' p~A (6) (B) fil•t, any 
adju1tment f'e~ wntler paraqrap4 6) ( 0) flnt, tmtl Qfll,y 
atljustrMnt f'egui~ u1llier paragmplt 6) {D) last. 

(B) ADJUSf'IIIINZ' 110R APPLIOAZ'IO!V 011 IIAZIIIUII PER CAPITA 
ENZ'IZ'LEIIIINf'.-T~ IUJNtdly 1hall fMljult tM tllloca.tilm f1UIIU 
t.mt:lef' tAil 1etttion to eotm1y areas D1' to~ of local gowm­
ment.l ifl any8tate m onler to briftg tho8e aU~ into com­
plianct 'IJJith t'M ~ of fJM'tl!lf"!J'P.h ( 6) (B) .lA ~ 
~h (!.djwtmt!rttl 'M •Mll ~ any mcusa'11 adjtutfrumtl 
with '1'6iput to covnty areas 'befm ~ "Y Meu~ary 
ad~tmMtl tDith 'f'ei'P6C't to tmitl of local g01J6'I'ftllleftt. 

( 0) AD.TU87'11ENZ' FOR APPLIOA'l'ION 011 £11/IZ'A'l'ION.-If& (My 
case tn 'tDhich the amount alloca.Utl to a unit of local g~ 
1M1Iot il '1'6cltsc6d under pqttVJf11VJph ( 6) ( 0) by the 8~, 
the af'I'I.Dtmt of that f'edluctUm--

(i) in tk ca.!e of a .1/A'lit of 'loCfll 9MJM'f'I4'1&Mit (otlwr 
tlum a cownty gov61"1lofMftt), 1lrtill 'be adtled to aNl ifr 
C'l'tJase the ~ of tlie ct1Uf'ltg. ~~ of the 
~area in which it illiJcatetl, tmlHB (on accO'IJ!At of 
the applicrJtilm of patV!.graph ( 6)) that c()WII,ty gfJ'Hm­
ment may f&Ot ~e it, m wlrJ,ch case the 1.1mouftt of 
the '1'6tluction ihall b~ atldetl to mul i~ the ~ 
ment of the St.ate gDVmt.iMnt of th6 State ifl which that 
vflit oflocoJ, gDVerMIIM/,t i8 loc(Jkd: and 

(ii) m the Cf1JJ6 of a cownty 'f!QfJ~~t. lhall be ad.tUtJ 
to and increase the entitkment of the 8tau fi'D"~t 
of the State in. which it il lOcated. 

SEC. 181. DEFINITIONS AND SPECIAL RULES FOB APPLICATION or 
ALLOCATION FORMULAS. 

(a) IN GuiiBD..-F or tlte 'J"Uf'1HJ"" of tAU ltihtitle-
(1) PoPur.Arroa.-P~ •Mll be dde~ on. the •ame 

basil as ruid8n.t p_opvl4tWJn il tUUmtiw by the Buf'eau of the 
OtMV~ Jor gtiMf'ill •tatistioal 'JI'Urp<JIU· 

(B) Ez&IIP'l' tNCOI/11.-E:IJ8mpt tMOf'M ,MJJ, mean. DM-/ovrt'h of 
the an.'MJ4l in.c<Jm.6 duigftatH by the Bv're'au. of t'M Ot~n~V~ u 
th.e low-i'IIIJOf'IN lewl for a family of j01,1,r. pers01't8. 

(.f) AOOREOA'l"/1 EZEIIP'l' INCOIIE.-4.g{INgfltt. U~~~tnpt ~for 
anr unit of gov~ ·•luill ~ t'M ~ of that wnit 
mUZtiplw bY 6(1JMTf,pt in.co'Tll6 as tkflfJIJII "" 'JHI'YI{JNP"' < s). 

(4) INCOIIE.-/ftCtJ'I'ne fMQfll,l total ~ incOf'M fivim all 
1ourcu, u tktermi1'1.6tl by t'M Bureau of t'M OeMW, for gen.eral 
1tati8tictil pvrpo~ea. 

(6) DAT88 FOR DETKBJIININO dl.LOCA/I'lONIJ AND #N'l'lf'LEIIEN'l'I.­
E0r.ept as 'Pf'O'in.tletl in f'egvlatiqM, the tletermin.atiofl. of allooatiou 
and entitlef'Mntl for any ~. ~tl shall btJ matk as of 
the fl:rlt d4y of th.8 tni:rd month imtMdi4tely .preceding tlte ~ 
flff&9 of ~Ueh. ,;erw. · 
'.(Q) IN'l'ERfJOYKRNIIIINZ'AL 'J'R.f.NREB8.-The i.nterg01J~ 

trafl/Jfert of revMue to any gDV~ are the ~ of N"Ve­
n.ue rec~11«l by that gove'rMM'fltt from otheft g~ as a 
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13d Session } SENATE { REPoRT 
No. 94-1207 

EXTENDING AND AMENDING THE STATE AND LOCAL 
FISQAL ASSISTANCE ACT OF 1972 

Filed under authority of the order of the Senate of SEPTEMBEB 1 (legislative day, 
AUGUST 27), 1976 

SEPTEMBEB S (legislative day, AUGUST 27), 1976.-0rdered to be printed 

Mr. LoNG, from the Committee on Finance, 
submitted the following 

REPORT 
[To accompany H.R. 18367] 

The Committee on Finance, to which was referred 'the bill ( H.R. 
18367t) to •~d an~ amend the State and Local Fiscal Assistance 
Act' of 1972; hti:ring considered the same, reports favorably thereon 
with an amendment and recommends that t~e bill as amended do pass. 

I. SUMMARY 

The renewal of the State and Local Fiscal Assistance Act of 1972, 
or general revenue sharing, represents a reaffirmation ()f the principles 
of the 1972 legislation. 

The committee believes that our Federal system of government, 
composed of Federal, State, and local governments, has been strength­
ened by the provision of unrestricted fiscal assistance on a continu­
ing and certain basis. By providing Federal funds with :few limita­
tions, the committee believes that State and local governments may 
more effectj_yely meet the diverse needs and priorities of the nation. 
The bill. as amended by the committee, renews the 1972 Act to achieve 
this result. In addition·~ p~iding oontinued, growing financial assist­
ance to State and local goyernments, the committee· has made certain 
changes in the 1972 .Aet which are· designed t<> strengthen and clarify 
the legislation. 
&ntension, funding, and d!nwunts 

Under the- comlnittee amendment to H.R. 13367, the· general r~ve­
nue sharing program is renewed for 5%, years. Entitlement payments 

IST-010 
(1) 
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of $6:9 billion are P,~vided for futcal year 1977, and are increased 
~fter by $1M uiillion per ':jf!llr. ~'the non~on~ lSf;~ 'llll­
~-ent amounts will increase throughout the rehewa1·~ri0d. ''lf.hust 
unlike the House bill wliieh aiilnotp"rovtcletor any growth in fun~, 
the committee amendment provides for an 11-peroent increase m 
funding. 
Distrihution of f'wNll 
~JiY. th~ cotmJ)ittee ennti~ -;!1\~. p~ !>r():ri&iotm' ~atitg 

to the distrimltio~ o( {lmds. ~ a ~the diet~n of the funds 
to the StateS wUl continue to oo b&sed on one of two formulas: one 
is based on population, on tax effort, and on need (inverse J>er capita 
income); the other is based on popnlation;urbanization, need, relative 
~of ~e; ~~' ~ tax eitort. The State gove~nf;s t~e~ves 
·wlll rece1ve one-third of the funds and the remamder distributed 
among the counti~1 cities, and other 'local governments for the most 
pftt.'4)ft the t».UO·wrlpOpi'ILtioB., tt.'x t'lott, a1ta need. However; a few 
relatively minor changes to the distribution ·formulas are made on 
the basis of the experience to date. 

The committee amendment retains the current formulas for a.lloca-
tion of funds a.moiig \States &nd Within. It dot'JB j~de for certain 
technical modificatio~ d~ to :fmptpve the a · istra.tion of the 
formulas and achieve greater equity. At the State 1&'1'lt the committee 
amendment J!rovidee that. t.he .JWij(p:q\iguous State adjustment be 
available to States (Hawaii 'sldl ~) with e:draordinary costs 
of living under both the 5-factor and 3-factor formulas. Under current 
law. the adjustment has ~n: ... vaBab!e o'nly'fdr such States with extra­
ordinary costs of living which benefit under the 3-factor formula. 

At t!Ae!J.Gellfll8ftll.llbe commi~ aendmerit al!o tmriiderfC)r ~tta.in 
teeh!iiall ehlai~ -ill the a.dmini~*jon of the fd~ 1vhioh &.re 
d~e'li do•ahten ·~ter equity itnclJ~reater cmil'nty. Ftrst, tftle 
ooml:dittee 'MIIMldrilnt would prohibit :bhe ·retroactive applieat~n of 
a change in statistical methodology (e.g .. the precise manner in which, 
for example, school taxes ltte remO'Ied from total taxes to arrive at 
adjusted taxes) by the Office of Revenue Sha!"ing which wo~ld re;su!t 
in a reclpiewt haVing to ·repay Teventte sbarl~tg 'fttttds ~Wed m a 
p~vidus etititl~mtmt y,~Motl. Sedmtd; tb minitn&e fl.tt~tua.ti.ms iil.tm­
titlements. census data would be required to ~ \l~ ·~ly for ~nbds 
~~ ~"fore the '~ittg of ttl~ ·:ne~.rt ~titlt§~~t\t ~: Thi:<f, 
~ntle ~h¥t~ng ~Itt~ 'ttv·an At-.skan N 't~ ~lb1ge•or 'Idit&n 
~ is •to be a.dded to ffle ~ht!iilr~nt of 'tlle (!01.1tt~ go~mm~nt in 
\'M\i~h tbe t.r\be or vlll&ge is looated. This is th.e 1'eqUi~1Mnt of· (\41lr­
toel'lt lh' with Ns~1 tb'Wa~:rs Hy ci.t1~'~A.nd toWtrehi~. t~.t\d ~td 
p~vi'de pa\%11~1 't~ftn~t for tri~ .md vil111~· F?~~~ .ttte t!Om­
tnittee 'lltrl~~rlt ~d~!!l '.for an aU()cation to ~1t1 ~rate law 
enfol'C'e~fit bflteers•in bntifliatfa N~ptf 'h\C Olfl~tttui tiatiAh ·. fwmt ·tttnls 
awilAI5le to Sbtte attd ~Sh,g~ }\ Sftlte May' et~t \ititliflg 
the ~n~~M6d'tbe 6pt1mi&l'WitMuJSl&~ ffiettibt*iWfl. ~nnula lftb-
vided in current law. 

Fiscal~~ 
The· ~itc!ee arnend.Bleht ~~ tb ~~ ""'utNnettts bf the Act 

by~li'rtl~ the Y6quiftlnelit.s tNI.t wa1itles g~ll rev~e ~g 
funds in prionty categories and that recipients not use revenue sharing 
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to Ill!'tch oth~r Federal.P.~~ ~~the State maintenance of e1rort 
rqtwrement ~ t~~ Act 1s 1-eVUled. so tnat States must maintain their 
transfers to loca.hties compared to a movhlg average of their previous 
tran&fers. · 

Eligwi1MtJ ~ 
T~e committee amendment continu~ ~local govermnenfl eligibility 

. Nq,1lJ:!8Dlmt8 of cu~nt law, and el:uninates an unused Category ef 
recJ.pt~ts ('*other 1Dllts of local gowmment"). · 

Aoemmtif&g and auditing~ 
~e ~ amen~ent l\l'OY.ides that w'he~ State or local Iaow 

1WJUU'8B a ~c1al audit of State and Ioo.l revenues and ~pentlityoos 
the eame ~qu~menta a~ to"«: sufticient !or reveiUie t>htri.J)g•funds: 
Where n~ ~~tory .a.p~ J:eq\lll'8Dl~t ~ists; an il:t~peude:n.t .audit. 
of th.e,reaiP}- s nnanclal.~ta, cwcordi.J;lg to g~eraily ~.P,..,._ 
ble ~unt~ standArds, IS to oo. requir~d every throe ye,a.rs. A series: 
of audits which aggregate the entire financial activity of the rec4l~t 
would be sufficient. h tJer!&in Qi.,eu~~' •h•~ recipient umts of 
Gove~!"nt are not aud1table, the reqmred audit iS tO be waive<{ 
where It 18 demonstrated by the ~ipient (under ~tioos pl'eJillll_: 
~ byr~ Becx:etary) that aobstan~ia} ~ss toJurd being audit-· 

e lS ilelng adlleved a.nnnally. lleciptents w1th annual -entitlements: 
of less than $25,000 ~r :year ~f rev~~ sharing funds would be ex­
empted fron;l the ~lUred ~ Pl'IOVlSIOJl& Coordination with o1ller· 
Fede~ a~dit reqmrements.lB IJlMldat~, in onder to avoid d ~icaticfn 
of audits :u;t the C8;8e of ~mts of Government not Sllbj~ J State 
local statutory a.wht r,q~ml\llts, or-

Rtpo1t8, ~8, and 1J4"'Wit! part{kjipM-
T~e. c~ittee ~entlment prOvid~s a generAl requjremd f 

pubhc :h~nngs, notifi~ion, an,a pubhcat}6n of summary tm~;; 
mf~ti.on. An ex~ron f? th1s generall'f'Jluirem~nt is pronded if a 
~~t holds.p~bli~,.h~~ a~r·~~ on th~ proposed uses of 
~ own funds m which crtizens can partiqpate tinder generally. ap­
.Plicable State or local law. 
N ondiscrimi~ion 

.me. ceminittee am~ew.t also ~ the n~t~etimint.tiorr 
pro~~ o! ~r~t law by pitl)yidn~g: (1) a ~~ pro~n. 
a~inst d1scn~tmg on the ·liaais of race~ eel or, Dation!J.l .Qrigj.u-QJilfiAX 
Witp respect to any pro~ or aoqv~ty. of .a. recfpient\~overnm4mt 
~hlQ,h prO~Jil or '!ctiVI~y; has been de~ignat~ as ~iv . revenu~ 
~armg illnds 0!. wlh<;}l-uniter all the facts ana cirewnstanc:'fs demon-· 
str~~oted to be Nnd.ed ,ln ~hoi~ O! in part with reven,ue slu~ · ·funds-4J> a P~,u~. w~c.h prpv1a~ eertaip. tiine~ables 1mde~ich th; 
re~ ~part!lle:qt m~t ·&OO~ .es»nwliall~, and 1Vhieh can result iil'. 
su~~n of ~ve~ue ~ha!I~ p&~~ts; ('3) sian~1.Qr citizens ho· 
'!1P9n ~xlmusti!>'l of adnunistr&bve remedies. ciul.bi;ing a civil a~01; 
m an appropna~e U.S. district or Sta:te eourt. 
Sway ofF ederal {Ucalq8tem 
~e CQi;nmitt~ . ameDdJnAot also crea~ a 14 meniber" Cqmmission 

to ~~Y and. evaluate ~mr (and. .~t~.r). Fed,e:cal ~ems fu tenns 
of the ~llooa.tion pf t~ and §pep~mg authorities; to study and . - . 
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evaluate State and local ~vemment organization to detennine, espe­
cially at the local level, what general ~vernments do and how tliey 
might relate to each other and to speci8.1 districts in tenns of service 
and financing responsibilities, as well as annexation and incorpora­
tion responsibilities. In addition, the CommiBBion is to examine the 
effectiveness of Federal stabilization policies on local areas, and the 
effects of .individual State and local .fiscal decisions on '!S:gregate eco­
nomic activity, the q_~ality of financial control and audit yrocooures 
that e.xists in our Fetl8ralsystem, ttnd .the formal and pn!,tlCal a.S~ts 
of citizen participation in &cal decisions in our Federal system. The 
Commission is to have 3 years to make its study and report to the 
President and Con~. The commission is to be oomp<i3ed of the 
Speaker of the House, the Minority Leader of the House, the Major­
ity and Minority Leaders of the Senate, two members of the Executive 
Branch, two Governors, two local government oftleials, two repre­
sentatives of the business community and two representatives ·from 
labor. D. REASONS FOR THE BILL 

Fi!Jcal pro'b'leml of State oJnil local gwe~tl 
Over the past two and a half yea,J;S, the Nation has su«ered the w.orst 

reces8ion since the Great DepresSion:. Not only: has the . private' sector 
been adversely aftected, but so too has the State and local sector. 
Rapidly rising service costs coupled with sluggish or declining tax 
bases has meant that State and loCal g()vernments have had to raise tax 
rates and/or cut services. For example, State spending ~win 1975 
b;f 18.2% while revenues grew by only 9.8%. The im}>aet of the reces­
sion has been eBJ?OOially severe in some of the older, industrial cities. 
As a result of thlB, the committee concluded that State and local gov­
ernments f.ace financial problems of a. continued severe nature. 

A chronic problem Stlde and local. governments face is that the 
.demand for public ierv.ices is more elastic than the availability of 
revenues to finance them. Thus. because of inflation and other factors, 
expeilditure requirements tend to outpace revenues. On the revenue 
f:Jide, State and local govemments have tended to rely on revenue 
~urces that do not grow as the economy does. 

The continued provision of ~raJ. revenue sharing_ thus not onl:r 
serves to help solve the fiscal problems of individual State and loc&l 
governments, but also serves to stabilize the economy. 

Revenue 1hotri""f1 in the Federal ~cal '1Jitem 
Since 1912, general revenue sharin~ has become an in~l part 

o:f State and local budgets. Initially proposed as a new and additie>nal 
form of Federal assistance, revetme sharing. has been u~ by State 
and local governments to hold the fiscal line as other Federal cate­
gorical programs were reduced. As such, revenue sharing has become 
not only well integrated into the State and local fiscal process, but 
also an essential source of funding to State and local government& 

E~ioo of ge'Mf'(J1, revMue sha:riftg 
Pavme:QtS to State and local governments under the. State and local 

Fisc8.J.~istance Act of 1972 (title I of Public Law 95-512) terminate 
at the ep.d of calendar 1976. Were the comihittee nPt to act between now 
and·the end of 1976', State and loeal governinents would lose more than 

J) 

~~pe.=:eo~:~n~:f~~=t-~·jid rnde. Besides the fact th~t it 
considers the renewal of reve!:e shoea. governments, the. conumtteo 
of its success in allowing State d fu:f to be worthwhile because 
meet their needs and priorities. an oca governments to eftectively 

Ill. GENERAL EXPLANATION 

A. Extension, Funding, and Amounts (see. 5 of eommittee 
amendment and sec. 105 of present law) 

:u!:'~nts to .State and local governments under the State and 
the ~~d:l Ass1s~ce Aet of 1972 (revenue sharing) end at the end of 
lion per ye:.r 1!!~·. The ~!':a~n ~t an annual rate of $5.3 btl­
annual rate for th~:Ond h:lf f ~un~ they reached $6.65 billion 
plays the aggregate amounts of dd ov: J,j8Y;rl:f6. Table 1 dis· 

TABU I.-PAYMENTS TO STATE AND LOCAL GOVERNME.NTS UNDER GENERAL REVENUE SHARING 

Entitlement period 

I 
i:'; l t: ~':~ 18: l:ll···········-----------------···············-······-
Jan. 1 to June 30,1973 .................................... ---·--------- $2,6,2.D50650

650

987•• .. go5 ::.:.::::_"'(H:--_i--:-~· 
July 1, 1973 to Juna 30 "i97r···········································-- z. 
JulY 1, 1974 to June 30'1875···--···-----------------------------------··· 
JulY 1. 1875 to June 30' 117&"--····-·-------------------·····----·-······ 6, 200. o . ·. 5 
July 1, 1175 to Dtc. 31 '1976 ···-·-··--------------------··-----------·-··· 6, 350. 0 • • 4 

• ------- -------------------·------------------- 3, 325. 0 • . . 4.7 
filii...:. .... - •• .: •• ..!.. ' . ---:~=---..:..._......:..::~ ...._ ___ .. _____ ................ _................... 30, 212 .. 5 ......................... . 

1 At a1111uat rata 

The 1972 Act provided that the funds be rm . 
out of funds attributable to Federal indi ·J:.t . anently appropn~ted. 
and placed in a trust fond VI mcome tax collections 

In "d . . 
soughf:l bearlamg t~tse renewal of revenue sharing, the committee has 

. nee 1 concern that the progra be "odi 
VIewed, and thus made controllab . h m pen cally re­
local governments be "ded Jie.Wlt the.concern that State and 
plan ~d therefore u~ro~~enu! sha~eef:d!ty ~t~fie!f,eylmight 
renewmg the program for 5 and 3/4 bs m . e l'ye y. By 
continu~ to be available to State and ~i' s:e tantial oorta;mty will 
r=:dllerm~agve1.tssufficien_t, tim~ to be able to~vi::i:~::!~~epCrl~; 

. . rnnewm agam. 
Over the five years of revenue sh&rin a1 $5.3 billion to •li 65 billi" 25 " g, annu _payments rose from .

00 
<PU• on, a .u percent overall merease. Du · this 

pen ' however, the Consumer Price Index rose b th ~ y. more an ~ per-

1 Under Sec. 102 of the Act re mpermtents over the "entitlement i>ert';,':f.~~t~!~1~f ~ymefl• thare made In at least four lDitall• 
ta the Treaeul')' Department to mak tb e~nera Y e FedBl'&l fiscal year The Act = qua!-'ter. The Trea&ul')' Department ~ra~~.f~a':~t1 utolate u 5 days after the encl of 

tb aome amount (e.g., .11 percent) held back 't en make payments of equal else 
ou~ f.!':rf/ ;::.~~~1!,{7. Accordingly. the lut

0 e~~~n!i3!r ~h~e~~~~s.fgt ~fr~' i:cin!rf:I 
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~t a.nd the implicit Dri"Oe deflator for State and local p,urchasei of' 
:g~ ahd services (a pmoe. index for State a.nd local government) rose 
b)r .more than 30 percent. Thus, the value of revenue sharing, once co~­
reeted for price chanp, has declined somewhat over the period of its 
existence. The comnuttee considers it essential that the level of new 
funding, to the e~ fi.nu.cially possible, take int.Dr account future 
price increases. Aooord\ngly, the committee a.mendtnent provides that 
revenue sharin3 pa.yments be $6.9 billion for fiseal ;xea.r 197.t. This 
represent's a 3:&8 percent increaS& over the $6.65 billion per year rate at 
which current' law ends. The committee amendtnenttllen provides for a. 
mere medt!Bb grow6 mte: for fiaa&l ye~~~r 191&, the 8fO"tt''bh.inr~ 
~ 2!9 permnt; and• iD the I.t ~ ctf the reD6wal pemod; the gr.wtli 
rate is 2~0 ~t. 

ln vieW' of bhe new budpt prooedume raaultinw from tale ~~ 
sienal Bmipt llllld ~oumbnent: Act o:f I9fAJ,. the committee provides 
for entitlement :fumlia~: whleh1 combines the e81Uiin.t; pl!8Viously 
aV'&ilable with additional oversight which derives from the exercise of 
the Congt\'Jssionaltiu~ry process. 

E~lmaatioft of pt'O'VUWn 
The committee amendment provides for a 5 a.nd %-year extension 

<Jf 81ltitlement' payments to State and local governments. Payments 
uader the n.ou.oontiguoua State adjustment are increased. at the sa.m.e 
mte. In fiscal 'y•r 1977, $6.9 billion will be available fOr aUocaticms. 
SUme· $t,66U million 18 proftW for the per!M- Oetober 14 ~ 
l.>eoomber 31,1976 under ~t law, the committee amendment !ro­
vi&s for $5,ii'T.5 million for the 9:.month period,. Jauua.cy 1, 19fl'­
September 30; 1'977. Thereafter, the amount a.vM-lable for allbcat!i'Oll 
incl'eaee& ea.cft. year bJ $l5G- million. Table 2 diapla.y.s the ~te 
amount avaitable anc:f the nonconti.wlous State adjustment amounts 
under the oommittee amendment ana House bill. 

The House bill p1=9vides for a 3 and. 3/4-;y~ extension of entitJ& 
ment' paprt!llta Payments are at a. constant $6.&5 billion annual rate; 
t1ie noncontiguous ~tares ad1usOnent" amount is also fixed at a $4.78 
million annual rate. 

E#MJW~le daN 
The oorut8ittee amendment itt effective for entitlement pemW. b&-

giiuring on or after .Jaauary 1, 19'n. 
T~ LoiftiRlWHftJ IAYMfMl$ U!tOER COMMITTEE AMENOMENf AND HOUSE BILL 

hsleemount 
(fmHIIOIII) 

Clallllllle. 
.. 'I Ill 

r ' 

~ 
J•n, r, 1977tOSept 30, 1177 ••• ·-·--··------ ss.fm-.r0 "'t·!!!·0' st•• tff 
Oct.l,l97TtoS.pl30,1978 • •••• --.---· -··· ---- ·r.- - 5. 1. 

i
0d.,l,. l91Ctos.,L30,lt71<. ............. -- 2.CIII.O &SG.O !-32 u 
Oct 1,11179 to Sept, 30, I.UI---------------- 350.0 6,610:0 ... 
oct 1, lllllltaSept, 30,1911---------------- •o --.-- 5.4 -
oat 1, 1911 to Sept 30, 191Z •••• -----------~---• _ _._·------...LS~-----=-~-

.....,. _ __,..~..,..- 4J,W7.5 24,111.1 es" •• 
1 4 ' 

7: 

Entltllmlnt pwlod 

I
Jen.ltoJ-30 1m . - - ' July l to i': ~.'!fA______________________________________ $!!!167 0 $64(1,567 
~~'&nlfl:~~~=::::::===::_====::::: .. m~ ,.ur di;567 
j=l t:iiSitt Jllllt 30: ll7i: - -------··----------- l " 
July t; 1176 to Otc. 31, 1976:.::====================== 0 r o 

'~~--------------- --- ----~~~~~. ~41=,--~~M~~~7~11~-,-.-~-1M~ 
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B. Within~ allocation 
The amoliDt allocated to a State is divided two-thirds to the local 

g<)vernments in that State and one-third to the State g<>vernment. 
1. OO'Ufliy area allooatioM.-The two-thirds available for allocation too 
the local governmentS is then allotted among county areas 1 on the basis 
of the three-factor formula: population multiplied by general tax 
efort, and that product multiplied by inverse relative per capita. 
income. 

In the case of county areas the population taken into account is the-
population of the country area, the tax eftort taken into account is the 
"adjusted taxes" • raised by all units of genera! government in the 
comity area divided by the total money ineome of the residents of the 
county area, and the per capita money income is the total money income­
of the county area divided by the county area ~pulation. 

In the case of cities or toWnships, the popUlation used refers to the­
population within its political boundaries; the tax effort used is the­
ratio of its adjusted taxes to the total money income of the residents 
of the city or township; the per capita income used is the ratio of total 
mone_y ~come of tlie city or township divided by its respective-
population. 

Inverse per ca:pita income is the ratio of the larger geographic 
unit's per capita mcome to that of the jurisdiction for which an al­
location is being comJ.>uted. Thus, in the case of a county area allo­
cation, inverse per cayita income is the ratio of State per capita income· 
to the county per capita income in question. 
3. 1~11 allOcation, 

Once each county area allocation has been determined, allocs-
tion among types of governments (county, city, township, and 
Indian tribes, and Alaskan native villa~s which perform sub­
stantial ~ental functions) is made. If there are any Indian 
tribes or Alaskan native villages, an allocation is made first on 
the basis of total tribal J?Opulation as a percent&~ of the county 
area population. The remamder of the county area iillocation is then 
divided among the county: governments, all cities (if any), and all 
townships (if any) on the basis of their adjusted taxes. 

Table 4 displays these steps for a h~hetical county area with an 
initial $1,000,000 county area allocation. Since total tribal population 
is 10 percent of the county area population, the tribes receive $100,0~i 
this leaves $900,000 to be allocated among the county govel'D;ffient, all 
cities, and all townships. Total adjusted taxes are $10,000,000, of which 
the county government has 70 percent, the cities 20 percent, and the­
townships fO percent. Accordingly, the county government receives 
$680,000 (70 percent of $000,000) ; the cities receive $180,000 (20 per­
cent of $900,000) ; and the townships receive $90,000 (10 percent of 
$900,000). This division of funds on the basis of taxes was intended to 
distinguish among fiscally active and inactive types of governments. 

• For any part of the State where there Ill no county, tbe next unit of loeal government 
below the State level wlll be treated as a county. In other word1, thla allocation to county 
areas Is Intended to co-rer the entire geographle area of the State, whether or not there are­
ftetlve county gonrnmenta. Thna, for e:umple1 ean J'r&Delllco u4 Baltimore eltlea are 
treated as count:y ueu, u are the Independent c:diea 1D Vlrainta. 

• "Adjusted tuea" mean all tax reTenuea mblua the amount attributable to flna1lct' 
education. 
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T~ 4.-EXAMPU OF DIVISION OF $1,0111,000 COUNTY AREA AllOCATION AMONG TYPES OF GOVERNMENT 

ArH iariL. __ ..__....:..:.,.__-_· ·--------- 100,000 $10, IIIII, 000 _ 

'"*-z...-rl1:~r-----~--r---.,.-----·!·---- , •~tt• ------- $100,000 
., "'•-.----~ .. "-·•·-'*~'+'····•-.. --.. -_..!.,....-- · 7;0DD.GOD 630.000 

·----.c-.-:--.-~---;~-:-~---~-.,.---ro:.- ~-.... 1M), 000 
. ____ .,. ----·---------: ... ------~--~...:- 1;000,000 90,000 

4. OptUmaZ fomwla. and special ndu. 
A State may ~y law alter the above allocation fonnula once during 

the 6 years of the prOgram. Instead of ~the three-factor formula, 
~ Sta!e may use an avera~e o! population times tax effort and popula­
tion trmes mvel'l!le per cap1ta mcome. The change which must be made 
for ~e entire State may be solely at ·the co~ty area level, solely at the 
m~~unty level, or both; however, the maXlDlum and minimum liuii­
tatwns may not be Chan~. To date. no State has elected to :modify 
the formule. p:roridecl in the 1972legislation. 
s: Deft~! mer-State data. 
~e ·pPpulat.iQn .of a S~te is the toi.l resident population as de­

I'A)l'DPl\ed ~y .the Bureau of the ~sus. The population data are esti· 
mat~ whi<:h are updated annually by the Bureau o:t the. Census and 
publish~ m Ovrrent , P~ .&'P.or!f, ~mu f-BG. Urbaluzed 
popula~on of a Sta~ lB tlie amount of that State's population which 
18· cl~fied as an. urban~ area by. the Bureau· C?f. the CenauS. 
l!rbanizM.. population data tS based on complete po_pulation enumera­
tiOn an~ sp~qu~nt cl!lssification of p~pulation dell$icy. Urbanized 
pop}lla.~~on data 18 ava1bl;ble ~mly ,from a decennial census. The J?8r 
cap1t~ mcome of a State 1s the ratlo of the estimated tota.l money m­
co~e .r.eceiyed .. by .aU persons t:eSiding in the State to the estimated 
resident population of the State. The calendar year 1972 uJ>4ates for 
Entitlement Periods 6 !lnd 1 and thE! p~ed ~ture uPdates are 
~u~u of th~ Ce~ ~sbmates. The ~ates !ire 'developed by u~iliz­
.1~ mformatlon. obta~ed l?.Y th~. place. of re81.d~ce questions on the 
ms l OW forms m ~nJU!lcbon Wlth other admimstrabve recor:ds: Sec. 
144 o~ the.1972 Act :eqmres that State, county, city or towpship place 
~f r.es!den~ be proVIded annually by taxpayers on 'the 1040 and 1MOA 
mdtvidual mcome,tax forms. 
~e State incp~~al. inoome tax of a State is' the tax iin~ upon 

~he mcome of IndiVIduals by the State accprding to section 164(a) 
(8) o~ the Internal Revenue Code of 19M. Actual calendar ear 
pollect~ons data are published annually by the Bureau of the ~aS 
m thetr Quarterly Swr_nm.ary of .State and Local Tam Re'Oenue 
.reports. The Federal mdividua1 mcome tax liability of a State 
18 the total 8JU!-Ual Federal individual income tax after credits attrib­
uted, to the restdents of the State by IRS. Calendar year estimates are 
o!>tamed ~ually from the Internal Revenue Service's publica­
tion, StatU~ ofJncome. State and local taxes data are the com­
·pulsory contnbutt?ns exacted by a State (or local government of 
the St.te) for public purposes other than.employer or employee assess-

S. Rept.84--120T----2 
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ments, contributions to fina.nce retirement and social insurance sys­
tetns, and, s:e.ecial assessments for C&.Pital outlay. St&te and local taxes 
data are ~'ted annu.,Ily and published by the Bureau of the Census 
in their publication G~ Finatncea. The general t&x effort 
factor of a S~ is tim State and local taxes of the State divided by 
the aggregate peisoilel income of the State. The aggregate pel'SOn&l 
ineome of A State is the ineome ef iB.dividuals ef tlie St!Wte as deter..: 
mined by the Depa.rlment of Commaroo for National ilioome acoounta 
purposes. General ta% e1fott fe.ctor data e.re ~ CIDlaaHy by the 
Bureau of the Census and are p~blislled in ovemmtmtol Finatn.c63. 
6. D~/tett'fs-SttJte tlllta. 

ne· popdbttion of & Ullit of local FTtraJ!IIf!M is t1m total resident 
~pulation a:a· ~tmrtirred 'hy the Btrle&u of the Census. The July 1, 
lt78 upd~ for Entitlem~t Periods 6 and 7 anG the pJ!IIined future 
npB.ates a~· Bttreatl of the Cemns esti.mat~. The estimates are devel­
o'j>M by n~1b:iil>A' iaformation tleriYed from the plltoe Of residence 
t'Jtlesti<ms oil tli6 IRS 1040 forms in oo:a:jtin6tion wit:h infonnation from 
other administrative records. Aftn'l!i.I revisions are also made to the 
population data to reflect 'boundary changes and &nnexations. The 
Bureau of the Census conducts an annual BD'ulndar'!l a.M .A.ntiUJttatUm 
SuriJ~y, Oie remit of which are utilized to update tb:e boundaries and 
thereov the popUlation &fid per capita inco'me data far local 
gri:Ve'riimen1s. 

Thew ci.pita. income for a lOcal ~venmient is the ratio of eftti.­
inated rotal money inooine tilcei.ved l>y t1ie reSidents of tbe juriSdiction 
to the estimateci total pop~ation of the jurisdiction as determined~ 
the Bureau of the CenSUS. The calendar' year 1972 updateS for Entitle­
merit Periods 6 and "t and the pl&linec1 f\ltUre updatRa Ate B-aN&u of 
thee~· .. esmn.tes. The eStimate$ are developed by fitili..Zi11« hifor­
rriatroiiTenved from the place of residence questions on tli& IRS 
104:0 forms in Coi.i.junctioh with ot11er a:dmi.Jristtil.ti'Ve recotd!J. See. 
i44 of the !972 Act reqUires that State, cou:ll.ty, city, or Wlrilship 
pl&lle of residence be ~i'bvided annually by tbpayers on the 
1()(() arid 1040A individual inoome tax forms. Aniiqtl ~ibns are 
made to the ~r capita income data which reflect uPdo.~d boundaries 
of tlie local government& 1'he updated geography fn:lor'ma"ti:on is col­
~~- ~Y. th:. !l11:~U of the census in their annual BO?Jlnila11J ON/, 
a.t'l:nemittion o'Uf"fJey. 

Tlut adjqstro taxes of a. local govenunent are the totai taxes re­
Ceived by the goveimnent e~cluding iaies tor schools an~ otlier edu­
cational purpOses. Adjusted taxes data are col1ected, i.Dnua1ty by the 
Bul"e&U Of the Census in their Generollle'Ven:1.t8 Sharing Survey. 

The intexjovemmental tratl$lers of a local guvernment are the 
total amounts reooin<l from other govermnents (ether ~han revenue 
sha~g) for use for either specific functioBs or ~neral financial sup­
port. These data are coHected annually "' the Bureau of the Census 
m their Ge'llt6'1'al Reve'fllt.UJ Slw:rvn.g Survey. 
'1. UtUistrtitm tJ/1WID Ata 

Current law (8ee.109(a) (7) (A) and (B) and 109(c) (2)) ~ftfl 
that the data uSed be the most rett!Jhtly antlable, and that wht!re snch 
data provided l>y the Bureau of the Census are not current enough or 
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not comprehensive enough to provide ~uitable allocations the Secre­
tary .may use additional data, includilla data based on ~ates as 
proVI(led by relltilations. Pre~~ent law (S""'ec. l09(a) (5)) also provides, 
jxce.I.?t as provfaed o~rwise by ~tionBt that computations of al-
oc~~;tlO~ for an entitlement perioo be ~de 3 months prior to the 

begmnmg o! the entitle~nt period. A..s q. e:.onsequence, unless the Sec­
re8htary proVIdes otherwise tlu:<>u,gh regulatioJJS, the Office of Revenue 

ann~ Il}~Y have ~ use prelimmaey estimates of the ~uired Census 
data to rmtially wnte checks and then d~ the entitlement riod 
use the final data estimates. Table 5 ~lap for Entitlement J:riod~ 
1 through 7 the periods to which the data refer. 
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In ·revie~g t:Qe allocation of ftuids tinqer presen~ law, the com­
!nittee detetmmed that several problems requ1rea attention. 

1.· N ~ ·seats adjuBtment."-The noncontiguous State ad­
justment proVIsion of the Act had ?een infrequently u~ because it is 
available only under the three~factor formula, which IS not as bene-. 
ficial to .A..laska and Hawaii as the five-factor formula is (see table 3). 
Yet, the cost of Iivi1lg difference" in Sta~ )>Otentially a:ft'eeted by the 
provision (Alask-a and· Hawaii> aS: compared to the rest "of the co~ 
remain substantial. Aceord~ly, the committee amendment providee 
that the noncontigbous State adjustment be available under both the 
five-factor and three-factor formulas, subject to the overall limitation 
that such t.djustments not exceed the amount of funds made available, 

2. BetroactWe repayment for ohmt.gu in entitlementa reB'Ultifig from 
'f'6'tli8ed atatiBtical proeedu1"e.t.-.Another difficulty the conuirlttee en­
countered with respect to the distribution of funds involves when and 
wider what circumstances the Office of Revenue Sharing may use new 
or revised procedures to obtain the n~ data to administer the 
program, and the extent to which it may seek re~ayment which results 
from the use of such data. It is the committee s understanding that 
the Office of Revenue Sharing in consnltation with the Bureau of 
the Census has revised the maimer in whieli it removes trO:iri total taxes 
'th(>se taxes attributable to education to arrive at "adjusted taxes." 
Upon ari-i.ving at these revised adjusted tax frgares; the Ollioo of Rev· 
·enue Sharing recomputed the entitlements ·far previous periods for 
counties in Virginia and sought retroactive repaym~nt.s from 'se'(teral of 
these counties. The committee has conelud~d that under these eiretmr­
starices, ·the seeking of retroactive repayment, either direetly''throiigh 
the transfer from such C01Jnties to the ·Office of Revenue Shar~, or 
ind,irectly through the current or future reduction of such counties' en· 
titlements. ~ undeSirable because of its wuie~ effect on local gOv­
ernments' budaetary p~~.ing_ and ;not in. ~ceord ~th·~e in~~tion of 
the 19'70 Act. ""1_rhe committee amendment :remedies this prol)lem by 
limi~ the period after whic.h decreases in payments may be made. 

3. :A~tiQm·to certai"' ~fHIJIYde·la.w ert/orcem.ent offiCes in Luwist­
ana.-When cons-ide~ the revenue shanng legislation in l972, the 
coriunittee made speeial provisions in the allocation formulas to refiect 
variations in governmental structures. For example, provision was 
·made for dty-.county gc>vernments such as St. Louis, Mli!souri, and 
:Baltimore, Maryland, ·to 'he treated ·as county areas. Similarly, ,p~ 
vision was made to treat the independent cities of. Virginia . .as county 
areaa. And, because certain States do not hne county go-vernments 
(Connecticut and Rhode Island), the allocation formulas were struc­
tured to deal with these situations as well. In rene~ the perform­
ance of the .program since enaetmen.t, another e8.se of uniq:ue govern­
mental organization (which was not provided for in the 1972 Iegisla· 
tion) has come to light whic.h in the committee's ju.dnlent warrants 
legislative action. The State of Louisiana has separate fa w enforeement 
officers. who perform certain governmental functions. While they are 
closely related to the parish gov•n'Dments, they have not, as had beeu. 
contemplated in the 1972 legislation, benefited from the revenue shar~ 
ing program. ~J.Iel),tJy,.in order to .ensure equitable treatment; the 
committee amendment provides a direct allocation to each separate 
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llherHf offioe in parishes other than Orleans of an amount eq_ual to 15 c: of what would otherwise hAve been the pariah allqcation, to be 
one--half from the parish allocation and one-half from the 

State aovernment allocation. . . 
4 1"W~te'Wnull of dat-.-Tbtee other matterS related to the dilltnbu-

tio~ of funds have come to the ctnmnittee's attenti~n. ~irlt, t:he com­
mittee ba8 been concerned by the extent of fluctuations m entitlement 
amounts through and after an entitlement ~riod. It is the committee's 
undel'8tatlding that these fluctuations, ~ch have been ~ked in ~r­
tain ca8e8, resUlt primarily from the revwon of data durmg an entl~le­
ment pu:iod. Smt.ll eotrections to interstate data can lead to e~n8l'fe 
changeB in the dollar allocations to a State ar.ea, or to a locality. To 
minimize these unintended fluctuations, the committee amendinent 
directs the use of data that will not b& changed during an entitlement 
period except 'by reason of clerical or administra.tive error. 

IJ. T~ " ~ by INlW-n Tnbu tllnll 41aa~ N~e 
·Viz~,......A.noUlar mattm- that has co~e to the conmn~ s ·~ 
mTolvee the treatment of.revenue slulntig payments wh~ch are watnd 
b1l'fJCO~ Indian :rribee an~ ~lasbn Native. Vl.1.1agel. The 1972 
A~ proVides that wutm'B by e1tu!S and wwDBhips are to teault in 
truis&r of the waim fund& to the oountz go,verbmemt; howe"Yer, funds 
wa1Ved \Jy Indian Tribe& and Alaskan Na~:Ve Villages are, under the 
~t laW shared among all units of .~1 government! The com­
mit~ has ~noludfld that greatet equity: .1Joul~ be ac~ieved by treatinJ 
lWIU?ers by Ihdian Tribes and AJMkab Nat1"Ye V1llage& on .a Msis 
.pe.raUel to that of waivtd b)' .4ties and rownships. . . 

8, Opt~ J,..._A..luri.ber concam of the OODUn1ttee u that the 
optional fo:m!ula for the instate ~looat~o~ in the cnrrent law. be 
available dutJ.D« the teneWal pen~. While the eurreot ~ 
formula has been iheupt to oo ~table and generall.Y· equalwng, 
the ~ <'.olla.Kltn the option&} formula to 'De a deeirable.f.eat•re 
of the ..Ad whiollllhoold be generally available in the future. 

Er~~ ~~ ~Dftl • • . . 
1. N~ State .tidjulltmefi-t,-:'111.~ ,oonmn~ .a.mendrrt~t 

C8 the h_Oncontipoue State adjustment pronmon of ~itt law pro­
TidES that the adjustment is to be, availa.ble under bOth t~e !J-faetor 
and '3-factor formulas, that the amounts :available for thit! p~rpose 
are ro increase, and that the amounts resu1tmg ftom ~e apP.licatlon of 
the adj~ent(a) are not to ex:eed the IUD.Ounts available. To aehieve 
this, tlie adjustment is not mAde initia.lly wh.en ehoosing between~~ 
&- and 3-faOtor formula8 for the affected States, Al~ka and Hawa.n, 
btit after th~ lar~~· of the two .amounts is chosen: and after it is sealed 
to the ~~te amounts available. For example, "'ere Alaska t~nd 
Ha-nii ffi' ~lioose the. 5-factot fo~ula, and t.~e amount& a.fte~ ~ing 
bled were respectively $9.1 million and $2'7.'1 million, t~eeomrrtltt~~ 
UteD.dmel\t inet-ea8e! the AlMka :mount. by 2lS percent arid the Ha.wan 
amount by 1!S pereent, ot to ~11.4: ·million tn<l '$31;9 tnillic:m ~­
ti~y. lJemver, because the :anerement· of both adds to ~.IS million, 
'&ltd, for the ptirpbees of the eb.mp~e Oldy t4.9. million is &•a.il&ble, 

• '1'111! ~e11t ~..,. ....._ttoM U !lUll ~t 11 ~1 llubtltle B. ~'art l~!'l!!c!,~ 
C~t ~ -'"" aD4 \!OIIIti1aetlft 11!111~,.... nUIOC!&tiOD VI walftll ~ta--­
l'2ll per fo0a11\) are earratlJsot belDa maue. 
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~ .iAarwfl\tS :&Md W Re ~ ~ Be~.Jilt so th4t ~nly $4.9 million 
18 aUocate~. Ta.ble 6 d18plays the fiScal yea.r 197'7 entitlements under 

P
the p9~ ~<Yll~J, Q.NieQ. 9,n t1W data. ~ for Eptit;J.ement 
erio~ 7. ··· · 

TABLB 6 

,PTI~N'I;B TO ~TJ; ~ J'Ol' l'ljl)J;B.A.L J:WQ.6,L U.U lift ,VPD OOJtlJII1'1'EE 
~P.~ 

~IDA---- lil.l, tll58, mp, ~~n$4 ---- .... 877 
------------ 1 .. ~. ua tWevacW, - 18, 110, 15M 

Arizona--------------- 67,888, 183' New Hampshire 22 1~ 146 
ArkaDBas ------------- 72, 62G, 015 New leftle7'-----::::::: 21S: 80C5, 799 
caCollltornla

4 
------------ 'l36.-4:47, 011 New lluico---------- 4G, 000, su 

ora o -------------- 76, 1on 678 New Y~ 717 - _, 
Connecticut ---------- 81. s8i: 487 North O~lM------ 1'7i G78: ;6 
Delawa·re ------------ 21, 868, 877 North Dakota __ :::::::: 17, 860, 120 
~c. _____ ___.:._.. 28, DM. 467 Ohio --------------- 278, ~ 61• 

orida -------- ___ .. _ 213, 191, 645 Oklahoma __ 76, 96f.109 
~rxta11 --------- 147, 081, 400 Oreaon ---,===: 7._ C580, 440 

awa --------• 33,326,363 Penna;vlvanla. ----- 382,796, 100 
Idaho --------- 26, 393, 737 Rhode Island -------- 29, 6158, 62ri 
Illinois ----------- SM,l74, 066 South CaroltDa------ 9'1, 088,882 
Indiana ------ 147, 159, 241 South Dakota 22, 459, 689 
Iowa ------ M, 889, 836 Tenneaaee --====: 127 74:4 789 
Kallllll8 ---------- 62, 266, 829 Teua • • KeJtt ...-. 

1 
---------- 847, OOG, OM 

u~~ ------------- 14,G99,236 11tah ---------------- 38,597,598 
~~~·~_::::::::::::: 1~ =:ill = ___________ .. __ J::· ~ ~ 
:_U1land ------------- 1B8. 008. ns w~:=:=: 102: 1-m: 495 
Ml.!a:'ehusetts --------- 218, 486, 1588 We V1t'IID1a---:.---- 68, 880 049 

....... can ------------ 282. 926, 872 WliJOOnsln __________ .:,_ 168, 284; 408 
~~~~pplta --------- 188, 9M, IS70 W;vomtng ------------- 11, lliO 829 
- _._. ------ 104, 184, 420 ' • 
Mtasouri ----------- 129, 942, 64IS Total ------- e, 908, 119, 784 
Montana ---------- 21S, 327, 644 

•Buecl on4ata tor eDt!UeJMilt perto4 T. 

I. RetfvJoctiw ~.-Under the committee amendment, the 
~reasury Department l!fOuld be 'prohibited from increasing or decreas­
mg a payment previously made to a :recipitm.t unless th.e Secretary 
~e a deman~ to the recipient within a. year after the close of the 
entitlement J;>er10d. 

3 • .AllocatUYn~ ~o 06rllsin 11eparate ~ tm./~ otflcerll in L~ 
ana.-The ~mnuttee am~n~ent With respect to Louisiana sheri« 
offices provides ~hat, beginning .?anuary 1, 1977, such sheriff offices 
(excel?t those m Orleans Par1sh) shall receive an entitlement 
equal ~amount to 16 percent of what would otherwise be allocated to 
the P&;rish. government. One-ha.lf of this amount is to come from a 
reducti~n m the parish ent~tlemen~ and one-half from what would 
oth~rwiSe ~ ~e State governm~t s entitlement. For example, if a 
parish. ":ere entitled ~' after the application of the fonnula, maxunum 
a~d mmun~ const~l;llts, the 50-percent limitation,' and the demini­
InlB !1-nd W&lV~r provislo:r;ts, $1~000,000, an allocation of $160,000 to the 
shenff office m the pariSh would be :made; the parish entitlement 
payment would then be $925,000, and the entitlement of the State 

ot ;gu:ar:~~:~::: t~~:;:.. unit of local rovernment receive more than 110 pereent 
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gqvernment would be ~uced by $75,000 (one-half of the $150,000 
amount). '4.. Timeline88 of Data.-The committee amendment provides that 
the Office of Revenue Sharing must use tax data which relates to the 
period ending before the entitlement period in question. Thus the 
Office of Revenue Sharing must use tax data throughout an entitle­
ment period without introducing new data (e.g., for a more recent 
period) until.the ~g of the next entitlement_peri~. It is under­
stood that thlS may perm1t the Office of Revenue Sharmg to use data. 
a~r9ingto the schedule displayed in Table 'T. 

17 
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4. /leM'I"Ves · far adjw~ . .,..... The ~ittee am~~ent. pe~mits 
the Secretary to reserve ~ percentage o~ each S~ area. s entitle!Dent 
as he deems necesa.ry.. t9 ~re th~re will be sufficient funds ~ya.ilable 
to pay certain adj~ The:perce~ may not exceed one-half 
of 1 percent. - . -~ .3 Ala ,_ u_,. Vil 

8. TNallme'nt of 'toJJiverB'1)'!1.lna:ran Trtbes a·na . "'ftm. mwtvB • -
l ea -The committee amendment provicles that m c1rcumstances m .:!ic'h .an Indian Tribe or Alaskan na.tive village wai~ an. en~tl~­
ment.payment, it i8 giv&Jl, to the oowi~y govemment m whieh.1t 1M 
lootited. ~viously,:tne -war~·ed ~mo~~; was shared among all umts of 
local vemment m pro~rtaon: to. then~-11hare of the ooll!ltY e:rea other 
t.han C provided to"the Indian tribe(s) or AJ~n natlv~ VIll~(s). 

7. OP.IiotwJ-fO'I'f'TIAJla.-The commit~ ~en~ent ~roVIdes that the 
optional formulas in current law be anllab18 dunng the renewal 
'p@tlod except for Louisia~ 

·Eff~c"tive d/JMl· . · ·. . 
These P.~~v~ioDIJ take etreet if anuary 1, 1977. 

c. Fiscal Requirements (Sees. 3; 4, and ~(a) of committee 
amendment; sees. 103, 104 and -107 of present law) 

1. (}~a;l ~~~.-~Tnder ~~~t lllw. ~ipient gove~­
ments must comply WJt.h cerlam fiscal reqm~ts m order to recen e 
l'evenue sharing payments. In particular, State-~d local govemm~nts 
must. use the funds in·aecordance with the laws ~d ~rocedures applic~­
ble to the expenditure of their own re~n~es, e~hsh " trust fun~ ~ 
which the revenue &Pa$g pa.~ are ·de~, use the funds m a 
fea.sona:ble period of time., ·pay.·RtevaiU,ng wage rates, P~Y wa~ at 
rateS cortsi.Stent with · the ·Davis"" Bacon Act. on; construction pro]~ 
funded 25 percent or more by reven?e sharmg, make ~nnual. and m­
terim reports to the' Secretary·. nnd m the ca~ of Indian tnbes and 
Alaskan iia.tive ·vi~. spe~d revenue- shari~!~ foods .only for the 
benefit of members-~d~' in the eo\1ll1jy area..Pf allocation. 

1. Priority ·catt~-~In ~~di.t.ioil.f ~- locahty must spend reve1;1ue 
sba~'in prio'ritf·~ories: 1m ordinary a.iid n~ry operatmg 
ex~ (:public safety, environmental prot~ct!on, pl!bhc transporta­
tion ·h(;altli. reereatiQll~ libraries, social sernct! for the poor or~· 
and 'fuumclal administration) and for ordinacy n.nd necessary capital 
e~ditures. There a.re no restrictions on· Sta!.! uses of revenue shar-
i' -funds~ . ~ 
, Jlatching pr.oht'bittcm.-Sti.te and local )ov~rnments are pro­

hibited from ustng ~voenue sharing, directly or indirectly, to match 
ot-her Federal pr9~· . 

4. seou maiftt8fllllllt:e fl[8ff.iYrt,:.._Curreut Jaw ~m~ that :for any 
entitlement period ~ing on or. after .Tuly 1, 1973, a State gove~­
ment's revenu~ sharm~· payiJlent w¥1 be reduced 1by the amoun~ wh1ch 
the. avera~ZS o:f local .transfers from . .its own sources ~ox:, that penod and 
the immediately prtc:eding penod • less than the mmlar f:otal for the 
one. ~r perioCl be~.i~. -.J~y 1. 1971. A two-year movmg average 
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~ared·api.nst·the -~ y~ amount is e~.Y. bejng_.Wied .. _bJ.~e 
Ofice of ~venue Sharing t9 measure compliance.' · · ·· ·: 

·Present-law: .allows :a~j.natments in t~e base ~ount-~one -year ~ 
ning ·Jl?-ly. 1;·1971) to. reflect State ~ssump~n of_ new expen~\~ 
cl<'tegor1~ or the ~ting of new taxmg powers to local goveriunenq. 
Special cilleti!;an also provided for--th& two entitlement periods~~~ 
nmgJu.ly 1;·1978, and,Jnlyl,]..976. . 

·The Act further states that when the Secretary has rea.aQD. .. to be­
lieve that there is noncomplianCe with this ~:h&.shall.giY"e 
n~ce and oppo~unity for a. hearing~. ~f,_ aft.er· a · ~~g, he deter­
~~ .th~ ~h~~ ~s.llo~mp1 .... ~~~ he must notl'J the GOventC?r and 
~~oiQ& ~in subSeduen\ p~yment.s to the Stat-e an amount~ to 
the reduction in trtins:lers. ThiS irum ·iS transferred to the general-fund 

~f J~~~~p~~g~ . ....:..After· co'nsiderint the. experiQilee .to date 
_with. t~.e high:. priority cil.te~ories for localiti'es, the committee OOJl­
c_l:t,t<ieci' t~~- th~1r~ ~~ent at· the local lev~l . but. not at the. State 
_lev~} Wa$" 1lleq~table:. fu VIeW 0~ the fact that fh~ high priorttjo el~­
gorles have subStantially coinplu~ated the operation of wh~~ ~as m~ 
tended to be an administratively simple program; the ~it~ 
amemtiDent eliminates the priority categories, the requited: certifiCation 
by __ l~l gOV~~n'ts that revenue &baring funds· we~·nsed f?nlY .for 
~li~. purp~, and the 110-pe~· repayment penalty for v1olatmg 
this restriction. 
: ~-. Matching pro"'/Jititm:-.Ijl 1972, the oo~ttee was coneernea 
a~t the number of o~n enCled Federal matching programs that were 
ay~~la:ble. ~o State an{lloeal go~emments. Some provided. as ~uch, -u 
three Feder_Jll d_oDat;s _fo~- every S~~ or local dollar pronded .for 
matehing ·purposes. Smce ·1972, however, most of these pto~ 
.':.i~.<?h ~ title x_I o~ t~e Sooi_al ~urity . A:ct ( ~e ~ial se1.Y!ceft R'io­
~), have been lmuted. AoeQrdirigly, the comnuttee feelSJt lS "llow 
appropriate to i.lloW ~ipients to · match bther Federal pt~m'$ in 
accordance with their md1 priorities. The oomnuttee amendment tlnts 
·eliminates f.he mateJtmg prohibition and !'elated proVisions • 

. 3.' St4te fnaint~i ofetforl.~~ral problems h~ve d~yeJ.oped··fn 
relation to the eurrent law requirement that States maintain t~ 
mrs to looilities at historical levels. ·Fir:st-; t.he fixed 1972 baSe period 
has: li~ted ~bstanti.ally the e1fectiV"eness of the prQvision. -~, 
there 18. some u~certa~ty about how to pi'Operly acrount f~r a St~e s 
own source transfets IUld about the accuracv of the euri'ent data ~ 
U8ed to adril,inis~r the i:ecjul.rem~nt. Third. i.he ctirl'ent pro~oil ~fer­
ence.s a July 1 to Jtme 80 penod for the measurement of " State't! . . .. . 
· ,.•Treasur,o replaOon 51.60 (81 CFB, subtitle B, part Ill) elaborate. on the ·atatutoi;o 
requJre~t b:r ~ (1) tnelndln« the proceeds from borrowtnc In !)Wll_ sour~ rnenpes a1111ult 
whleh tranltftl are meunred: (UJ pro'Vfdlnc a formula to calealate the lenl of transfers 
from owa :soureee for Statea thd do not han accounting Q"Btema whtch pel'JIItt the .aepara­
tlon of Oli'D aoarce tnnda trom. other monlea. 'l'hlll formula but~ly auamea that own 
HOurcl' tran.ten are a portion of all tranlten equal to the ratto of own 110urce revl'nuf's to 
!lU reven-. The .Secretary may UM an alternative to tblll formula tt he feebl that It 
would pro'Vfde a more equitable standard of eoml!llance 1D allY parttcmlar eue: (lU) detail· 
1ng eoD1Utiona for ·adjuatmenta 1ft. the nqlllnDient where a State afillllmea· rP.BponalblUt;r 
f9r IIJI .I!ddttton!ll categoey· of expenditures or where new taxln~ powers are r.ouferrf'd on 
loCal I!OVerrunenta. The latter provlalone exclude lnereaaes ln already authorised taxK unl­
•urh reault tn decreases ln related State taxe1: (lv) requtrtng an anaual Peport from th(' 
Governor coverln~r the followtn,r ltema relevant to the proceedlnlf. tlscal YNr of thfl State": 
thP. State'a own aource tunlla: the Statf''l total funds: the State a oli'D aouree tranlfera to 
uult!! of toea! I'Qve~m~nt1 and .the 8tate'a .total t~anlfera to unlte of_ l!)Cll~ IOYtrDmf'nt, .. 
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transfers; homver, ,three States' are 0t1 a difetent ti8o&l ye&r basis. 
F~urth, there are certain inequitable cittumstances h1 which a. State 
(<r!ernment would be ~naliZed for riot !naking certain transfers to 
~ocaJities. Acco~ly, the committee amendment reviies the mainte­
M.nce of effort proVIsion in the Act so that it is on a mOving average 
basis, rather tlian a fixed date basis, rela.tes the intergovernmental 
transfers to the Sta.te!s fiscal year, a.nd provides for situations where 
t~e .. Federal gove~t assumes responsibilitiee for what was pre­
vtoasJ.y a local program. 
E~ ofprovi8ion 

1. PriorittJ ~gOI'W.-:-The committee amendment eliminates the 
pri~ categoriee by striking seCtion 103 of cUrrent law. ~'the 
provision in sec. 128(a) (3) that recipienta re~ay 110 pereent. of 
amounts ·spent in vieli.tioD of the priority apenalilg requirement is 
eliminated. The House bill also eliminated this provision. · 

B. Matchfng pl'O.ibitiott..-The committee amendment elimhiates the 
prohibition on using revenue sharing to match other Federal pro­
grams in (sec. 104 of present law). The House bill also eliminated this 
provision. 
.4. N aMate'IUJ/II.cc of ~/f01!t prcwifi<m.~ The committee amendment re­

Vllel the current requirement py eomP.&ri»g two-year average of trans­
fers to a two-year moving a.vet·age. {based on the State's fiscal year) 
base period for which data is available. The years covered by ·the 
hlae:period would be different from the two-year average tested for 
maintenance of effort. Thus, if FY 19'16 were the most recent fiscal 
period for whieh data on a State's transfers were a\Tailable, the ayer· 
age of own source transfers in JrY 1975 and FY 1974: would be com­
ps.red to the a vel"age of its own source transfel'll in FY 1973 and FY 
1972. . 

It is the committee's understandiN( that there is some. llllCertaility 
now in the measurement of a State's own-source transfers. It is ex­
pected that the Office of Revenue Sharing will rely on the Bureau of 
the Censll!'l to collect such information on iut.eraovemment.al trans,­
fers and then, if necessa.ry, a.pply the necessary proced~ to airive at 
State's own-source tra.nsfers. Both ~cies would participate in the 
prQCeSS of data improvetnl'nt resulting from cllaJlengn by recipientS 
&nd self-initiated Office of RevenueS~ and Census ef.orts. · 

As a part of t.his coope~tive effort, it is contemplated that pio­
eedureg will he develoJX>d to identify and properly account for previ­
ously local programs that a.re now directly Fedemlly funded. For 
~xa.mple, the Federal Supplemenrol Security Income program (SSI) 
replaced a Federal-State-local program of cate~rical assistance to 
the·blind, ~'and disabled. In States with county-administered. wel­
fare· programs. Federal issiStance.has pil.Med through the Stat(\ geti­
.ei'al ~nd to the eonnty ~ernn:umt. Sin.ce t.he StatP. matched this pro­
grnm m part, and transferred the l'fiSUltmg Federal funds to the roun­
ty, subsequent Federal assumption has diminished previous State 
trarisfers to ~~ connty, and the State might !lolate tJie ·~aintenRn~e 
of -e1fort :regm~en.t of current law. unle5s this matehmg ·IS properly 
accounted for. : 

'Alabama le on an October 1 bull: New Yol11: 18 on an April 1 baala; and Texall 18 on a 
September 1 baala. 

21 

The Honse bill moved the base period of the maintena.nee of ~~ 
l'!l'l~rement to the ~ri~ July 1, 19'15-June ,80, 1976, ?r the !Boat DeCent 
similar 1-year periOd pnor to then for whtch data 18 •vailabl~. · 

Effeilti,; dak 
These proviSions take effect on January 1,, 19'17. 

D. Eligibility Requirements (see. lOe of committee amendment 
and see. 108 of present law) 

.To receive funds under the 1972 Act, a government must be a State 
govemment 1 or a 1mit of local sovernment as 'defined by the Bureau 
of the Census for general statistical purposes. A unit of local govern­
ment is further denned in the .Act to De a county, municipality, town· 
Ship, or other unit of gove~nt :a below the State. and tlie reoo~ 
governing body of an Indian tribe or Alaskan 11ative villase which 
performs substantial. governmental functions. The Census Bureau geil· 
erally defines a government as: "a.n ornnized entity whi~ in addi­
tion to ._ving governmental character,nas aufticient discretion in the 
Jll&Uagetnent of its own aftairs to dist.imguiah it as separate from the 
administrative structure of any other goV8J,"'lJDent&l unit." a A ~t of 
local government is thus a gene~ governJDeDt as eompared tO a smgle 
purpose government such as a school district or a mosquito-control 
district .. 

After reviewing the definitions of a recipient government in the ACt, 
the committee concluded that they properly reflect the original ~tent 
of Congress to provide assistance to general governmen,ts. However, it 
is the committee's undel'Standing thAt use of ".other unit of local gov~ 
er.riment" has led to some confuSion about the original intent of Con­
greas. In view of the fact that no such recipient ha recei.vecl funds 
under the current o)lention of the pro~m, the committee Concluded 
that the elimination of this ea.tegory would be desirable. 

· E.~ of pro-virion ·. 
The committee amendment eliminates the pb.rase "other Unit of 

loo&l ~yernment" in Section 108(d)(l) of the present law. 
While 'the committee amendment retains the eligibility criteria of 

~~law, the House bill adds certain ~cti~~ ~ ~e ~1f~ve 
OctQber 1, 1971. The net resUlt of the House p~VlSlon IS to ehm.mate 
g<»vemments which do not contiriue to perform two or inore of 14 
enumerated services m Federal fiscal year 1978: . . 

E. Accounting and Auditing Requirements (see.· 9 .of committee 
· amendment and see. 122 of present la:w) 

· The 1972 Act requires that=~ient governments use :fiscal account­
ing and audit proOOdures in o'rn!ity with·_guidelines·developed, b:r 
the Secretary, after consultation w1th the Comptroller General. A 

- • TbP Dbtrtet of Columbia i• treat.d ali a State uea tor tlle purpotlel of tu bltlntate 
formula. aDd af( a tountY ai"Pa wlllcll ltu ·DO oDlta of lOeal government 11'itllba lt. ..t.acorcJ.. 

·lng\1. the 11112 Aet riquim that the Dllltrlet be aubjeet to the prtortcy ·l!lltqoey upeadlture 
retltrlrti.OnB. . • 

• The phrase .. other unit of ~overnment" hu led to 10me confusion, In that, tor tile pur­
(JOI!eil of revenue sharing, the four types of covernmenta (COnJ!!;r. city, and tow_., ~· 
ernmentll, and reco~r~~l~~ed Indian tribes aDd' .A1a*a '1111ttve n~~qa~) · t!na-w .- the 
only ones actually receiving payment~. · . 

•u.s. Bureau of the CeDBUI!I, ~natts of .OO'Tti'D-Dtll, 19T2, VK 1 Go_......,., .~. 
zatwn (U.S. Government Printing OIHce, 1971), »- 1'8. 
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recipient mUSt .a.rso .provide th_e Sec~ -~· the· Co!Dptroller Gen­
end icCess to its boob and documents m order to permtt the Sec~ 
to review comp~ce' with the provisio~ of the 19"12: ~ct. · ·· . · 

The f?ecretary 18 .empowered ~ reqm~ such ~~tmg. a;nd audit 
prooedures, evJLluatiou, -and renews to ~.re thJLt. e~pen<Utu~ by 
recipients are made in compliance 'with the 1972 Act. The Secretary 
may accept a .State audit of Itself, or a local audit of jteelf, if the audit 
prOcedures aye suflic~ently reliable. The C<?mptroller. qeneral is .re­
quired to reVIew the work of the Sec~tary. and the ree1p1ents. Secijon 
~~:.T_He) . ."of ~e. fev~nue ~ring _regul.a~Io~s p~vide ~hat:"the ~re~ 
t~iJr. is to ~ly t.o the ~ax!mum ext~nt ~<?SBible ~n a~dits ~f'rec~J?.l~l}~ 
governments by State auditors and mdependent pubhc accountants. 
:"lli 1918 the Treasu_r:f"De artnient issued an audit · 'd~·· to &SsiSt 
~fu~erits'in· ~niplyirig ~!~[the audit.~ ·o.f:e-Act'; and in 
~~st ~~6, Issued~ rev1~1on o!~P.~ .· . . . 
· .·The rev18ed Audit Gmde distinguishes between audits perfor:Q}ed 
~J::loc~l ~~e~en~ a~dito~ ~nd audits performed_ ~Y. St&:te .~u~tor8 
·11;od . inde~ndent pubhc a~tants ·(IP As). 'J:?le l'eVleed -~~e n?w 
~:ubjects _the.IP -¥·to a su~uent re~e:!' of the1r l»erfor~a!l~S; ~~ 
~overnment auditoi'S must now, however, be reVIewed pnor to the 
audit) iri term8_of thei~ ind~pend~nce; to satisfy the om~. o! ~v~~ue 
Sharing that the audita W1ll' be acceptable. Aleo, the revised gUide 
precludes accepting audits made by local government auditor« if the 
~di· .~!1-~t has ~rring audita made of all of its funds b;r a.. ~~te 
·au tor. . .. 
· ~qe . p~~t )aw empowei'S the Secre~ry th~h regnlati~~ 
to' trtnire audtt procedures to ensure compliance witli present law 
. {~g., ~!lditu~ of. funds it\ ~~nce. Wi!Jt app~icable State .a~~ 
;10¢1!-~ 1~~,-p~va~!-Dg ~~ :P.!li-B.aecm, ~amten~nc~ o! eftOrt;~ 
hib1tion of matclimg, _~llp!Jonty ~n~, ~~d1scnmma~_~) .z 
the Secretary ha;s not reqmred aud1ts of rec1p1ente to ascertaiit 1t 
compliance lias been achieved. The Sectetary lias relied to the mui­
mum extf)nt feasible on audiU! by State auditors &!ld .UJ:de~d~ ~b­
lic accountants. The regulatloll$ do not deal With s~tuat10ns ,w1iere 
recipien~ do:~ J:rfo~ or have not performed audits of their rev-
.enue~ring fun. ·. bl . . .. . 1=-- ... \,. th ·...:.....:...: .. , .Jn v~e:w of audit pro . ems1~ ~unng comp~~ Wl'<IA e. ~u.u~ 
~rements of the Act, a.JU).m VIew of. the _committee's _contmuation 
a·f the majority of the ·etitrent &ca.l ~ui~~ta of the , A;ct, . the 
committee concluded that a general requ~rement for a fina.nc~a1 and 
oom~ audit is neces~&ry. To balance this need with ·the likelihood 
that 8ome recipients may ~ be ini~ally ~nditable JUidjor are. now 
urider State or local laws which ~mre audits, the comm1ttee believes 
Wis !~lso necessary to ~de certa~ waiver conditiontl fo't.t the· audit 
J:_'eqUn-ament as well as certam exceptions. . · 

· Eir:pzanatiim of~ 
Tbe.CQi:tunittee amendment .btJ,lanoes its concern that ~cial and 

.oomplianee audit!J" be perfonned: wit.Q.. its C9~cem that State or local 
tmancia1 auclits pe~ormed under generally applicable State or local 

:.i~t oi tbe.'!Nuun, o.ee' ot ~- Sllutq, AIIMI Gwfde •114 sea114Gr."-lw 
·--~ ·~-. oetober,lt'la. . . _ .. __ .. £ ~ 

·.•Deplut:Jaent-of tlMi..TnlillrJ', oae. et Benla118 Blaarblc. """' Gt"d" •"" seo-- , ... 
~•• 81aGrltag ~- (rns.l), Auaut,lt'l&. · · 
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law be ~cient for the purposes of pneral reve!lue ~· ne 
conimittee amendment thus provide& ~ ~eral req~ent .f~r ~n7 
cial and compliance audits.. An exception tc? this · gener~ ~~ 
ment is provided if a recipient perfonns. a compliance -udit ~ 
to, generally applicable State o~ local ~udtt reqm~ts., If~ l~}Plent 
tm~ either. the general audit reqUirem~nt or the exceptio~ JS '!ll· 
a.uditable, the committee amendment empomrs the ~ry to ·Wl'l~ 
the requirement, in either case, if the recipient deu;lo~. a&.P;~ 
rid~d by regulations, .that it i8 makUlg progress toward beoopung 
a.uditaol~. . ... ·. . . . . 

Under tbe general audit and aooountin~ requirement of ~4' __ c~~­
mittee amendineb.t, an independeOt ..fin&Jteial and epmplian~ auA~~ 91 
a.tecipiont's. .financial .sf'.IIWQlents, I'C)OO~ ~ ge~erall~. a~pt~ 
auditing. standards and generally acce~ted accm~ntmg. prmcipJes .J~ 
requirecl at least every three years. A ser1es of audits which aggregate 
the entire financial a.cthd.ty Gfthe recipi~t,..and .which Q.l"e ~d(>r~ed 
over the three-y.ear period, would meet tlua reqwremen~ In applymg 
the rule that a series of audits may be aggregated over a time to meet 
the every~three~year audit requirement, t.h~:CQmmittee amendm~t ~n­
teihplates that the recipient. Will ~y the end of ~e three-year: pe1,1dd 
bay~ auclited 100 pe~nt of It!' funds C?f &eoollllts, i1l temJ8 _of.~ num­
ber of ac~ounts· in 1ts financial ~tint1: Govemments rooetvmg lM& 
t.him $26,00() per ygr in revenue sha~ .entitlemen~ are ex~~p~ci 
from this requirep!ent. Gove~ents •hiOh a~ not auditable can liave 
the ~eral requirement mivM.~ if jt can be demo~rated,·pursua.nt to 
~atio:riS. issued hY.-the Seoretary ~t subsf::antlal progress tow~ 
behtg·...Uditable is ¥mg annu!.llJ: iLc~1e-ye«J.~W1th res~t1;o.a ~m@.:­
ance audit regardll).g the nonatscrimmabon proyuuons, the. a~dit 
-~~~ ~rta.i~ to ~ne~~r ~ere are a~y ou~tandinJ! comp~~ ~~ 
1tLwsUlt8 all~gi~-discrtJD:mat.Ion prohibite<l ~nd~r the no~: 
ti.on prov.isions..It.is ali!O 'expected that the audit woul~ .md1~ate.the 
designatiari and use of revenue sbar!ng.tunds. 'Th.e oo:oum~ amend­
ment ·alsO 1'e<J.UiteS eoordiJlation Of other ~edera}; ~!t ~uirem~fB·i!> 
that duplication of financial and eom.pliaBee audital8 avo1Cled. A fbmt.. 
ciai and· eomplia:nce audit perform~ for .another .F~ral. program 
could thus satisfy the general audit ~mrement ~~ 1t ·satl~ed :~he 
regumwents of independence, sco~ and was othermee adeq_WJte Jhth 
~to standa.Ms established by th.t- &,ct.etary tl\J:Qugh regulation&. 
. ·.Witli: respeet-to audits ~rformed under: the pne111o~ ~mrement, -the 
Pvaluati.bn of the indeperi.dence of the auditor. ~~;nd w:ill. mclude but. not 
be limited to considerations of -the manner of his appomtment and the 
source imd ~trol of his fUndin~; With reape<'.t to :the· stalldard. of 
1inaticial and compliance andit required. it is ex~ that ~'generally 
1\ooepted auditing standards" will be d~ned_ in U,rrns o~ ~oee B!;aDd­
.Rrda: s~t forth in the first e]einent (~'Fmancla~ a~d Compliance,.) of 
St~ for. A1ulit af (}.avf>;~ Org~; P.~, ~~ 
ti'l'itit-1 Mid F.tirwlioM of-the Ge.M-r~ .AccOtlltt~ 0/IJJ!I •. 

The committee amendment proVIdes that 1f a ree1p1e" has per~ 
fonn_ed a ~ancial_ a:udifl i.a ~mp~~D~ w~~h ~nemlly -~~h~b~ ,State 

.o-r Ioca.lla;w: such ·a.n. audit mn. be acce~ JiJ: tJu; .S~tatJ\ ~\:1 .. }J.e.~ . of 
·~: ... udit :Pen<mnea 1inder the ge~eral n.qu~rem~t. . . . • . . 
;:.~~:It;.·ls:.ei~ted that a redtpien~. which }las pedot~ed. an !p<U~t ~nder 
'tli6 prit!rat :a~\"1~~ (eq~,n.t ~ Brt!Y~~~ ... -n ~py.-<~f.th:~~p~~ #.the 
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audit to the See~tary, in a manner and at such time as the Secretary 
provides through regulation. Similarly, it is e:z:~ that a recipient 
which has performed a financial audit in compliance with generally 
applicable State or· local law will provide a copy of the opinion to the 
Secretary· in a manner and at such time as the Sec~ry provides 
through re~ation. It is contemplated that the Office of Revenue Shar­
ing, in conJunction with the General Accounting Ofllce, will evaluate 
the audits performed b;r recipients. 

The House bill requires that a recipient perfonn &n &nnual audit 
of its financial statement in accordance witll generally accepted audit 
standards. The Seeretary of the~ is empowered to partially or 
imfuely exempt recipients ftom this requirement when the coata are 
unreasonably burdensome in relation to the revenue sharing entitle­
ment. 

F. Reports and Public Hearings (Sec. 7 of committee 
amendment and sec. 121 of present law) 

The 1972 Act !'8CJWre8 each government to file an actual use report 
!'fter ~ close of the entitlement period which indicates the amounts 
and ~rposes for which funds received during the entitlement. period 
have been spent or obligated. The pertinent regulations ( § 51.11 (b) 
of subtitle B, Part 51) require further that the report inmcate how 
the funds were spent or transferred from the trust fund, indicate any 
interest ea:rned on entitlement funds during the period, and show U.e 
status of the trust fund, including its balance, as of June 30 ~Leear. 
The report must be filed with the Seentary on or before Sep t' 1 
of each year. 

Prior to receiving an entitlement payment, a gc?Vernmeut must file a 
planned use report eett~ forth the amounts and purposes for which 
1t plans to spend or obligate the revenue sharing funds it expects to 
receive. .As a {'art of the planned use re:{lOrt document, the Office of 
Revenue Sh~ bas incotparated the mgnature of the chief execu­
tin officer of statement of assurances 1 required under Seetion 123 Of 
the·.A.et, ai1d also pro,rides to the recipient ail estimate of the entitle­
·ment payment due. 
. The third requirement of the Aet is the publication, in a newspaper 
()f l'!lleral cirerilation,-of the p_ropoaed use and actual use reports. The 
regulations (§. 51.11 {a) and (b~ of 31 CFB subtitle B, Part 51) fur­
ther pro-vide that government ID a metropolitan area which crosses 
State boundaries may satisfy the publication requirement by publish­
ing the re_port in a newspaper in the adjoining State. Additionally, the 
reoipie.nt IS required to advise the news media of the publication of the 
actual use report and make copies available upon request. Also, each 
recipient is required to make available for public inspection a copy of 
botlneports. and in~!1riation d~vel~ to Sllpport the reports. 

Table 8 !;HspJays the months m which the Office of Revenue SJiar-
'- - , 

1. The! aseurancee relate to the establishment ud deposit of entltlementR lnto n trust fund ; 
.u~ ot·lincb fnnda durW.. aueh periods u requlrecl by no~latlona ; 11M of the funds for p!fl­
ortty t':lfJI'Ddlturea ; provide fo!f the t>xpendtture of aneb fundi on11 ln accordance wttb tbl' 
lawR and procedures applicable to the expenditure of Ita owu revenu•; uae ftseal aceonnt­
lo~ and audit procedures In I!OnformiQ- with regulations; provide accetll to the Secretar)' 
an4 Comptroller to boolrl and documenta· u may be neee11ary : pay wages In aeeordanee 
-~th - th!' Davl~t-Bai!On requinmenta of the Act ; and J1a7 employeea tunolell by ftvt!UW 
lhlrfu1L' at waye ratetr not lower than tho&e fundPd by other 110urce~ of fund~. 
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ing mails out, and e:z:pects to receive, the. propesed and actual use 
reports as provided by the Act and regulations. 

TABLE &-TIMING OF PLANNED AND ACTUAl USE REPOm UNDER PRESENT lAW 

Entiu.-1 pOads 

1 2 3 4 5 6 

Plalllltd- repert ......... ••-~•··•·~-- §~ 8~ ~. 1173... Jttly IJ7L A,r. 1174.. Apr. 1975 •• Apr. 1976 
PlaniiH • ~ •-----------·------ J- 1173 •• Sept 1973 •• J11111 1174 •• June 1975.. June 1976 
Actual H• 111fii1t iii!IN ... ............ ~ •.• dD.. .••••• 111111 1914 __ June 1975 •. June 1176 •• Dec. 1976. 
Adull ... "'liiftdll ••••••••• ___________ (') Sept.lt73 •• Sept. J97L Sept 1975 •• Sept 1976 •• Mlr.l9n. 

• Combillld with Entitlement Plriod-3 reports a ,.ovllledl• lilt Act. 
Soura~: U.S. Truaury Dtplfbnent. Olice rl llllvenue Shlrlt~~o 

7 

In providing unrestricted assistance to Sate and local gQVernments, 
the committee e:z:peeted increased citi~ participation in the budgetary 
process to provide the oversight which the imJ?OSition of ~ric&l 
restrictions had sought to achieve in other grant m a.id programs. Since 
ena.tbneltt,· several .aifficulties in the current repo~g requirements 
have developed which in tum have limited the expeeted growth in citi• 
zen pa'rticipation. Fi~ the 1'8porting fomis WM_,foped:'by the Treasury 
Department have been found to be unmformative, especially in relati.n,r 
uses of revenue aha~ to the ~neral budget. Another limitation of 
the .current reportmg system is that it fl:equently requires information 
on a basis other than the government's fiscal period. The conuni.ttee is 
es~ially concerned about Utis problem in View •of th~ new Federal 
fiShal year, which begins on October 1; and which would be the new 
entitlement ~riod under the amendment. 

The committee is in favor of having :report~g, hearing, and J?,Ul>­
lioity requii.'Ylettts for revenue .sharin&, subject to the extent J>OBSlhle, 
that they follow the budgetary, hearing, and publication· reqinrements 
of State and locallaw. · 

E0p14natitm of provision 
The committee amendment balan.ces the committee's desire that a 

pu~li~ hearing be held which enco~ public participation in the 
budgetary process with the committee s determination that generally 
applicable public hearing, notification, and information proVisions of 
State or local law as they relate to the State or local budgetary process 
be relied upon. 

Accordingly, the committee amendment provides a genel'&l require­
ment for public hearings, notification, and publication of summar;r 
budgetary information. An exception to this general requirement IS 
provided if a. recipient holds public hea~ after adequate notice on 
the proposed uses of its own funda in which citizens can participate 
under generally applicable state or local law. · 

Under the general reql}irement, a l'flcipient must, at least seven 
days before the adoptic.n of its budR:et, hold a pl1hlie :bear~ on the 
proposed expenditures of :revenue sharing funds. The hearing must 
be at a place and time that is convenient tO general public attendance. 
At the hearing. citizens would be able to give written and oral comment 
on the.pro~ uses of revenue sharing. For State ~vernments, such 
a hearmg would be before each of the relevant CODliDlttee or committees: 
of each part of the legislature. 
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The plenned use ..:epoJt ~&: tb.e ~ral Jeq»it;em~t .JVould .hJLv:e 
to be published prior tD th•.~u.il"ed li~Ailf DY ~eh rec,w~t _( Q;cept 
where its cost exceeds 5 percent of last years entitlement or if nnprac­
tical, as pro-rided bJ the Seoretary tB.roUgh ~Uon) U1 e. aewspaper 
t1f ~ eireulat1en. The~ must lie su8i.cientl7 prior to .the 
public hearing to pl"'vide !or meanin~ participation of the public. 
Publication of the re~rt the morning of the hearing would not, for 
example, meet this enteria. The report would inidicate the amounts 
of revenue sharing funds to be ex:p.ended in the budget, and a oompari­
~ of these proposed uses to those of the current period, and the pre­
vious period and the proposed designation of the coming fi.scaJ. year's 
expenditures; a short narrat.i.ve summary WDuld also be p\lblished 
wliich would relate the broad uses in the report tQ t})e line ite.ms in the 
proposed budget. The newspaper publication would also give notice of 
the th:u&(&) and~a) of the puhlicihea.ring(s). 
· Und2r the~ p~ion meqwmmen~ .a teeipie~ must ehow 
ia its propese4 use rep9:ct a 81llJllll&cy of its entire budget for ~ 
pii&ViOMB year, :fur the eul'nllt y~, &Jld fw the co~ year. The 
l"epplt is eleo to inlijcate h$w the ~OJlS, curamt 1&11d pro~.eed uses 
of re'V.enue eharisc ~tu'M :~!elate to the recipi@t'.s b)l~, and 
oonta.in a Il~Ll'nt.i~ ~ of the p~posed r.ev.enue sha~ fuuded. 

~iW>n,.w ~eraJ. .req~t _pro,vi4ias .certa.in r.ules f.or ~ 
public OO,.ring raqwN~ with~~~ ~slatu~ which~.xw4i 
uniCNJJel8L It ia contan~tai that, m .the.cue of a-hlCUIJ.er&l ~ 
tive ·bod.y ~f·a atate.or :u.Q~t4f 1~ pve~ent, more t.hM one b8aring 
will a Wd if ~e 118lennt appropriatioDB committee of ..eadl rbGdj 
meets separately. Where joint ~ ·~..,.,.. ·held .on ~ 
~e .b\ldget P.ropoeal, • heuing Wore ~ JOW ~, :wmld 
meet th~ ~neral reqmrement. Wher'e mO!l'& than. one OOOJPUt:t.ee m.-cll 
llody deals lvith the bud~t ·Pl'8J*'•l. it i8 CX\BWnp}ated tll:lat oae ~· 
ing on each side, e.g.; the house and senate of a St4te l~~ wuld. 
meet the r,equirement. Thus, if subcommittees of the ap~ropriations 
ooJI1lXUttee <d the b.Duae hold hearings, and t!be· full conmuttee does as 
w~ll, it is ex,pected t'hat a hea~ before .tbe full ~itt¥, .if it meets 
the requirentents discussed nol"e, would s,wtisfy tlie _pllbHc hearing 
.requirement for .the ·house. 
. 'UEQn. el~taon ~~eht, • provi4e« by the Secreta:r:r ~ 
regulati1m, the go may wah'e the abOve ~nen.l pUblic he&r-
mg,_pub= and n~ice.~uiJ'emen~ if it ~ertifi~ ~it will hold 
a pUblic at wh1ch cittiens"tDay -gi.e 'W!'ltten anli oral oo~t, 
upon adt¥Juate noti~ Tbe elec?on must describe the hea~g .and 
re}:)()tting ~ as tt relates to its own revenues t.nd. eq>en.clitures. 

The committee un.derstan~s that the nece88ary election in:fonnation 
(or infon:nation indicstin~ 11. reeipietl.t's Col\lph~ wi.th the.~~ 
hea~ requiretnent) co.nid be ·inoorpO!'ated 'i~to the ptesent fArm 
used bY the recipi~nt to provide assunnces to the Secietar)' 8;S cur­
rently required by the AQt. 

G. Nondiseri.uuation . 
1. &!QPS of N~R PI'OlJUi,on (.sec; 84ft) .of ,tbe qp~ 

ment and sec. 122( a) of the Pl'4Mie•t 1f.w) 
The present nondiscrimination pro~ ( aec. 192 (a)} pl~Ubieib 

discrimination on the ~s of race, color, national origin, or sex "under 

11.ny program or actirity funded in whole or in part" with revenue 
:Sharing fund& • 

The committee believes that the prohibition of :preamt law ega~ 
odiscrimination in pro~ or activities :fmlded Wlth. revenu& ~ 
funds can be either umntentionally or inteational.ly circwnftllted. The 
.oommitAlee recognill88 that the difficulty in · traeing revenue sharing 
tunds, once these funds are received at the looal level, may have per­
mitted some recipients to esca.pe the nondiaori'!'in.Won oovera,p. b7 
desipating their revenue shal'ing funds for use m p~ms or ~Vl-

. ties where discrimination does not aiat, ana designating thelr own 
·freed-up funds fot Wle in program.a or aetirities where diSCriminetion 
may exist. Tilese designatlODA could be found in a State's or locality's 
budgetAry dOcumeDts, tmst fund records, aooounting records, and 
other ofticial reool'ds, l'epOrts., and doc~ts.. • . • , 

It is clear that the {tresellt nondiscrimination pl'O'V1810D. ~plies 
to any program or aoti:vity specifi~llv dee!gnated as the .recip~ of 
revenue ~ funds. Generally, m. tboee ID8t&noes where _there 18 no 
:speeific desi~tion of revenue sbarma ftmds to any particul-.r pro­
~;or actrrity, each Pr"?gram w aoti~ty is considered a pro rata 
recipient of revenue ah8rms funds. It 18 not clear, however, where 
certain programs or activitres are ~y clesiunated as the re­
cipients of revenue s~ fmlds, whether any oth&r programs or 
·actiVities of the locality coUld under some ciroumstances be considered 
recipients of revenue sharing funds. . 
· ·Fnr these l'M80ns, the committee decided that it was n~ to 
elarify the laDguage of the pl'8lellt nond.iscrimiuation provisiola. 

E~ioft D/ ~ 
The committee amendment ptoln"bits discrimination on the~ 

4lf race, color, national orif!.n or sex under any program or aetivi~ of 
a State gt?Vernment or nnlt of local govemment wruch (1) has beeft 
~esignated as bein:a' funded wi~ revenue sharing funds, or·(~) unde! 
all the· facts and ·crrcwnstances, 1S demonstrated to be funded m whole 
or in part with revenue sharing funds. 

By this amendment, the co1nm.ittee intends to clarify theJ?l'Ovisi()ns 
of present law; palticmla.rly where a _pro~ or activity 18 not in· 
cluafld among tliose programs or aetrrit1es of a locality whieh are 
specificall:r designllted as recipientk of revenue sharing funds. The 
oommittee's amendment contemplates that it is po88i.ble onder certain 
facts and circumstances that .these pro~ and acti'rities of the 
locali~· could be considered recipieats of revenue sharing funds. 
Thus. 1f evidence addneed by the Secretary demonstrat. that a pro­
~ or activity has. received revenue sharing funds as a result, for 
mstance, of the shifting of freecl...gp funds to the progr$m or ~nty, 
notwiihstll.ndin.g that the program or activity is not speeifieally desig­
nated ·as a rec1pient, it will be Sllbject to the prohibitions of tlie 
nondiscrimination pro'fision. 

•It Ia ~ eommlttee'• unclentandlng that otber emttalf laWII prohibit cllRCrlmlnatlon 
Oil tbe buts of rellcloo. aae. aDd blllltllcapped atat111. Title II of the 1964 Civil Rt,fbte Act 
(l!4'rtlllntag t11 cllecrlmlnatton Ia plaeew 11f pubtfe aeeommodatlon) and Title VIII of the 
191111 Civil Rlgbta Act (pertaiDiog t11 the aale or rental of boualng) prGhlblt dtaerlmtaatton 
bRBf'd oa l'l'Udon. The R•babllltatlon Act of 1973 problblta dleerlmlnatlon agaln11t "other· 
wiiM' quaiUieil bancllca.pllf!d lndlvldnala" In Ftlderall:r llnaaeed Proatams. ancl the AIN 
Dltl('rl•lnaUon Act of 1975 prohibita IUl!'eUOnable dleerlmtnat1on on the basta of ar;e In 
pro~ram~ and acttvltlt>• r-Iving Fedt>ral ftnllnclal aeslstance. Including revennt' ~harlnlf 
fnnll~. Title VI of the Civil Rlehta Act ot. 1984 (relating to nondlt•crlml-t101l In l'edera!IJ' 
n""!AtPd programa) does not eoutain any prohibition against dlaerlmlnatlon on the graund1 
of l'@liglon. 
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2. Authority of the Secretary ancl Procedure in Withholding Funcl$ 
(sec. B(a) of the committee amendment and sec. 122(b) of 
present ·zlllD) 

Under present law, the Secretary is reqltired to notify the Governor 
of the State (or, in the case of a unit of local govei'nment, the Governor 
of that State in which the unit is located) of noncompliance with the 
nondiscrimination provision. The notice is to request the Governor to 
secure oompliance with the nondiscrimination proviSion and if, within 
a reasonable period of time, the Governor fails or refuses to secure com­
pliJpice, the Secretary is then authorized (but not necessarily required) 
to (1) refer the matter to the Attorney General with the recom­
mendation that a:I?propriat~ civil acti?n be instituted, S~) e:x:_ercise the 
powers and functions provided by Title VI of the C1v11 Rights Act 
of 1964 (42 U.S.C. 2000d), or (3) take such other actions as may be 
provided by law. · · 

Generally;.. Title VI of the Civil Rights Act of 1964 (more specifi:.. 
cally, 42 U.::;.C. 2000d-1) grants authority to Federal agencies em­
powered to extend Federal financial assistance to any program or 
activity to effect compliance with the nondi~rimination provision 
relatfng to ,the particu.kr . F,ederal program involved by the terlnina­
tion of cir·refusal to grant ot.to oontiiiue assistance under the program 
or actiVity with respect to which the recipieii.t, by an express·fin.ding 
on the record, has been. found to have ~n involved in discriminatory 
a~ivity. . . . 
· This termination or refUsai to grant .or to continue Federal 

financial assistance can only' take place after an 'Opportunity for li 
hearing regarding the matter. However, termination; etc., cannot occur 
until the, Federal ·agency has advised the persons of noncompliance, 
determined that compliance cannot be secur~d by voluntary meaBs~ 
and filed a -full report with the committees of the Hou8e an 'd. Senate 
having legislative jurisdiction over the program or.activity involved~ 
No such· action could become effective until 30 days has el~psed after­
the filing of the report. 

The :reglJ.lations issued by the Office of Revenue Sharing ·perlain­
ing to the procedure for-effecting compliance restate, in substance, the 
statutory provisions of the Revenue .Sharin!Z Act and the above­
described provisions of Title VI of the Civ.il Rights Act of 1964. They 
provide that a "reasonable period of time" to secure compliance is: 
not to exceed 60 days. The re~ulations also provide that the Offie& 
of Revenue Sharing· (seemingly, at .the end of the 60-dav period) 
may initiate an administrative hearin~ in which it could seek an 
order from an administrative law jud~e to withhold temporarily~ 
to repay, or to forfeit revenue sharing funds. Even after an admin­
istrative iaw jud~ has ordered a temporary withholding of fund~ 
withholdin~ would not occur until : . 

(1) 30 days has elapsed, during which time efforts will have bPen 
made to assist the recipient government to compl~ with the nondis-:­
crimination provision and thePe has been a submission of a full written 
report of the · ci'rcumstances a.nd grounds for withholdin~ of funds 
to the Ho:use Committee on Government Operations and the Senate­
Finance Committee; and 

(2) the Secretarv has notified the recinient that it will withhold 
payq=tent of'funds until the. r~cipient complies with the order of the 
admmistrative law judge. · 

29 

These re2'Ulations further provide for withholding pursuant to court 
-action. Under this regulation section ( 51.59 (c)), the Office .of Revenue 
Sharing would immediately withhold the payment of an entitlement 
if: ( 1) a violation of the revenue sharing nondiscrimination pro­
vision was alleged in a·complaint before a court; (2) the court finds 
that the recipient ·goverrunent has violated the revenue shSJring non~ 
discrimination provision, and (3) the court has failed to pass on the 
question of whether withholding of revenue sharing funds should 
take place. 

The committee believes that it is necessa.ry ·to establish a procedure 
Setting fort.h an ascertainable and reasonable period of time within 
which a cutoff of revenue sharing funds to a recipient found to be 
discriminating in violation of the revenue sharing nondiscrimination 
provision will definitely occur. In formulating this procedure, the com­
mittee recognizes the necessity for inoluding provisions which will 
Sa.feguard the due process rights of the recipient. 

Ea:plaiw.t.iOil, (?/ provisWn • 
The. init.ial forinal step of the p~dur~ 'involves the Secretary's 

sending of a noncompliance notice to a revenue sharing recipient. 
This notice will be triggered by and must be sent within 10 days' of: 
: (1) Receip~ o;f a holqing by a Feder.al .or State court or by a Fed­
eral administrative agency law judge or discrimination orithe grounds 
of eithe~ rae~,. c?lf>r, natio~a.l ~~, or .. ~x.i~ an.yof t4e State's or 
local umt's actlVItles or progrl}m. This sectiOn contemplates the actual 
rece~pt: by t~e Secretary of ~ cert1.· &-ed copy !>f th~ h~~ding~10 A Federal 
admuust!ative .ag~y 111:-~ J.U~e s. h~ldi~g m~st ;haV'B been preceded 
by a nQtl<:e a.ild op!><?r~-q.~~ty 'fi}r a. h~~~ an~ It must be rendered 
pursuant to the prO:VISIO~. of the Admmistrative Procedures Act ( 5 
U.S.C. Ml-5?9). . . . . . . . 

(2) .. A findmg by the Secretary, as a resUlt of an mvestigation, that 
it is more likely than not that the recipient has not complied with 
the nondiscrimination provision. This finding will be made with re­
spect to any complaint; information, or holding from any source other 
than. the holding of a court or ·Federal administrative law judge. If 
within 60 days after the Secretary receives a complaint, information 
(including information generated within the Office of Revenue Shar­
ing), or a holding by a State or local administrative agency pertaining 
to. discrimination on the grounds of either race, color, national origin 
or sex, he' determines that it is more likely than not that the recipient 
has not complied with the nondiscrimination provision, he will send 
a noncompliance notice to the recipient. This notice will be sent no 
later than 10 days after the finding is made. 

The Secretary (and/or other Federal agencies with which it has 
entered into cooperative enforcement agreements) will conduct an in­
-vestigation with respect to a complaint or any other information re­
ceived pertaining to discrimination on the grounds of either race, color, 
national origin or sex. It is this investigation that will set in motion 
the procedural machineey under which the Secretary may make the 

11 1t Is contemplated that other Federal administrative agencies, pursuant to cooper­
ilttve a~tteements with the Ofllce or Revenue Sharing, will bring such holdings to the 
attl'ntlon of the SPcretary. It Is also contemplated that the Secretary will currently 
review law renortel'!l, legal journals and other publications in order to be appr!Red of 
any court or Federal administrative ageney law jndge holding of discrimination on the 
grounds of either race color, national origin or sex. 
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finding described above. The Seeretaey's invq~ would~ to. 
whether any of the prohibited types of d.iscriJDination have occurred 
and whether the program or aetivi9 involved has been funded in ~ho~ 
or in part with revenue abariDg funds. It is ooW$npl~ that Wlthin 
a reasonably ahott period of Woe after the investigation ~ (~.,. 
6 days), the recipient will be informed of the investigation ana. 1ta 
purpose. . . . 

Upon ~ rec:eipt o~ a holding of a Sta~ or local admmiat~tive 
agency of diseruninatlon on the grounds of e1ther race, color, ~onal 
origin or sex, the Seeretary will be required to review the finding and 
determiM, among other thingsiu!':eth6f the ti.Dding was rendered in 
accorda.uce with procec!ures .w · are ~'!'ila.r .to or oonsistent with 
thoee requireuum.ts ~et forth m the A.dJnini.it.re,tive Procedures Act ( 6-
U.S.C. 551......569).lf he coocludea t.Mt the State or local administrative 
a&'Dey's find.iDP were so .l'tl8dered. his iavesiiP.foiOJl need ~t be as 
extensive as it would be wiUl nspect. to a oompli.Ult 01: other infQno&-: 
tion alleging discrimination. If the Secretary determines, however,. 
that the State or local administrative agency's finding was not ren­
dered pursuant to :requi.Joements similar to or eonsistent with provisions 
of the Adtnini!trative Prooednres Act, it would then he mcum.bent 
u~ him to conduet the same investig~ion as .that w~ch woW.d. be 
oonducted with J:"eBpeet to a e<~mpla.mt or m:&rmat1on allegmg 
discrimination. 

It ia the committee's intention to encourage wlun~ OOJDpliance 
~ts. Thus, it is co!ltemplated that in this 60-day pN-noti~ 
~rlod, the recipient ooul.d enter into a compliance agreem~t under 
which it would ~ to end ita diacrimiDa~ acts or practices. The 
ptOcedure establiihed by the committee, botli in the pre-notice and 
pt>St-noti~ ~ proVidal many opportunities for the ncipient to 
enter into a oompliari.ce apeement.. 

The notice se11t by the Sec~ry to the recipient should ol~~y ~t 
forth the ~ifte acts or praet1ces and the JlOOgr&IIlll or actiVIties m 
~hich the recipient is accused of discriminatmg and the ~ds upon 
whicll th~ acetiaati<m ia based. In the event that the notiQe is triggered 
by a holdin,t of a court of Fe~eral adminittrative law iu~, the alfe­
gatlons of the notice should mclude 'Ill parts of the holdmg which 
ctJtlclude that there has been di8criminatioll ()ll the grounds of either 
nee, "Mlor, national origin, or sex. 

Iri th~ M days following notification by the Secretary, the re­
-cipiWlt will have the opportunity oo infoniially present its evidence 
and contentiOM to the Secretary. In those inmanees where the notice 
1\'U triggel'ed by a finding of di!Crimination by a coutt or Fecienl 
administrative agency, the question of dmcrimination will be eonsid­
ered resolved against the recipient so long as the Secret&I'J'e notice 
wM :restrictlad to the particular holding of the coutt or Federal admin­
istrative agency. 'Ihe only issue in thiS instance W011ld be whether the Cs_cula:r progrt.Dl or twtivity was funded with revenue sharing 

In those instances wh'ere the notice was t~ by a. Mmplaint, 
information or State or IQC&l administn.tive ~cy fuidingM=th ~e 
issues of discrimination and :hmding would tie abject to . · USSlOil 

. during this 60-a&y period. 
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By the end o~ th~ initial 80:-day pe:IMd f<dlmring dift~ion, the 
Se'cretatey must 1S8Ue a detei"DUDation as to whether the rectpHttt hal 
failed to comply with the nondiscrimination ~· As ~oosly 
staud, if th~ notiee ~ trig~I'M by a finding of diacrilniti&tion ~y a 
court t:1t Pederal adtftinistt&tl~ law jndge, tM ~at'l"& detemun&· 
tiol1. tegarding diserimbiation (but tt6t fa:tldi.n«) \1~bld 1M. dicl;ated by 
th~ court's ot ltederal adrninistratWe law jttttp'g holdbtg in that this 
hbiding will haw a~a;dy beeti mud~ aftet 6 fUll ltMtitt~ ~er before 
1 c!Otirt or e. j'fecfeml a.dirlinistrati~& lh j~ ott the full fflet& 

A determination of n'Qiui(lmpli~ dh tM ~Mirlatimt pru• 
~on will start a. new 60-day ~od trmning, dutmg 1Vhieh th~ te­
~.lent may enter into a cOntpliUtee ~ent. 

'Th& OC?fiiPli&rtce ~nt will COntain the tenns and conditions 
with 1Vhich the recipumt ~ iD ord6'!' to temedy the viole.tiOM of 
the nondiscrimina.ti6rt ptdlisibn. The agreement could oonditicHl the 
resumption of the payment of funds ln1~ded under thi& pi.'Gtiedm'e 
11~ th~ ~t'etarY'~ ~I'ritination that the tecipie»t liM taken 
s~cified remedial sfeps. Within liS da~ after tJte. u~ution of 
the a~ept, the ~retary will aend copies thereof to any pe!'BOns 
whose entnplaint initiated the ~re which ultimatel7 1M to the 
cdttlpliance agreement. In the ~ent these ~ 1te"' p&tta to a 
c~ Aetitm., a copy of the *afWill.ellt \rill be eent to t.heir ~ta­
tive. 'rhe llg!'eeumht most (lispdee of all the issues with rt~ to 
1Vhich tlt~re lta.d: ~ ftndin~ ot- holdirtgs of diEfel'iinina.tion ott tbe 
~ds of either~, oolor, ttstiana.1 origlt1, or sex. 

The eotnmittee illtettds tlnlt the Secr'Mary *Ctttel'j ttumit~t the ~ 
taken by the reci.,_t in ~lyi~ with the tl~nt. If the~­
~ d~rmitt~ t1tttt tbe teci~:rtt 18 Mt: taking t~ .. within the 
tim.s limits set fotth in !1m agree~htt he •nl tit~ lM ~itted to~~ 
stitute an)' part of the procedures ~ltitJlishetl by· th~ oommit~ &mend~ 
ment "fvhich had ndt ta.k~ place a.t the time the a~tnlmt ltas ~uted. 

It is conUrrnpi.:Ud trut.t in those instances where the n6tice was 
trig~ted by a finding of a Federal or State coul't ot by a Fedetal 
adfulttW.rtttl~e aR\mcy, a cbb1plian~·type agreement en~red into 
bet~n the reciplet1t lf.trd thl! F'edertt.l administrati\Te ageney involm, 
or with the auth6rlti~ (ineluding the Attohtey General ) which 
bl'Ud.2ht the aotitm in the FMeral ot ~ rottrt, w-ould coMtitute a 
ootnp1iance agt't'Jerttent fol' purpu8e8 of the!e pl"'visions. The Secre~ 
t.ary, however, will have the ~retion to reject the ~ent involved 
if he feels that it does not *tlequately l"etnedy the di!lcrltnbtatioft m~ 
volved. Moreover, where ~hsion of funds'has ~ned under this 
pr«edure, the Secretary shall have the authority in appro'Ving the 
a~ment, to condition the ~stnn.ption of the payment cif funds Upc)'n 
tlie recipient's 00111pliance with any ot all of the provisions of the 
atreement.. .Any agreetttent entered mto between the ~ipi~t and an­
othttt authority hflsides the S~cretary Would noneth~ haYe to be 
executed ~thin the time ~ods designated in this lJrt>Cedtt~. In t his 
situatim, the ~retaty ~1 be ~uired to send oopiM of the &.gl'ee­
ment to oomplainants within fifteen da)t8 of his ap~V'al of th., 
·~t. 

h thohe in8ta11ces where the oomplian~ a.greetrt~nt is between the 
Sedhhry &nd a State goftrtUtre~, th6 neceaary si#ttators will be the 
&e1"8t&t-y and the Gtl~rnbr of the afFected State. h th<H~e insta.ne8 
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where the oompliance ~t is between a loca.lity and the Soore­
talfy the n~·signators will be the Secretary and the chief execu­
tive ~flicer of the loca1ity. . 
If within the second 60-day ~riod :following notification the ~­

cipient does not enter into a compliance agreement, the Secretary will 
immediately notify the recipient that .it will .have 10 days within 
which to request a full h~ before an administrative law judge. 
·The hearin' will be conducted pursuant to the requirements set foft;h 
in the Administrative Procedures Act (IS U.S.C. 551-569). If a finding 
of discrimination has already: been made by a court or a Federal 
administ~tive law judge, the hearing would only pertain to whether 
the ~rogram or activity involved t:eeeived revenue sba~ funds. In 
this i'nstanoe, the issues at the hea~ would be whether the particular 
program or activity in question was, in J;act, desi~ated as a revenu~ 
sharing fund recipient or, under the facts and Cll'Cumstances, was a 
revenue sharing fund recipient. 
If the recipient fails oo request a hearing within 10 days of the Sec­

retary's determination, the Secretary· would be required. to itnmedi­
ately .suspend pa.yment of revenue sharing funds to the locality. 
. . Within 30 days of the request for a hearing,. a Federal admlljistra­
tive law judge must commence a hearing. Within 60 da:ys of comme:nce:­
ment of. :the .h"'ring, the.administrative law judge will be required to 
make a preliminary finding on the record of evicJence then before .him 
as to whether it is likely that the reci.J?ient would fail to ~1 on 
the iarues to which the hearing ~rtained. It is contemp .that 
within this 60-da.y period, something akin to a summary hea~ 
would be held, where both ~rties, through affidavits and Other. e'Vr 
.denoe, would St~n: .their sides of the case. The burden of proof 
during this pre · · ~ry hearing, a.nd in the total hearing, will be upon 
the Secretary. (See IS U.S.C.-556(ci)). 

A preliminary findi.Ilg by the administrp.tiv& law judge in favor of 
.the Secretary within the 60-day J>6riod following the commencement 
of the hearing will result in the lmmediate suspension of any further 
payments of revenue sharing funds to the recipient ~ding the out­
-come of the full hearing. At the conclusion of the hea.nng, the a.dminis­
trative law judge will make a finding based upon the complete record 
of evidence befOre him and, if, by th.e preJ?Onderance of the mdence, 
the Secretary ~vails upon the issues, an mdefinite suspension of the 
payment of funds will occur within 30 days after the rendering of 
the .finding by the administrative law ju~ unless within that 80~ay 
period a compliance ~ent is entered mto. 

This suspension of funds would be indefinite until such time that.: 
(a) n compliance agreement is entered into or the Secretary determines 
that the recipient has complied with certa.in provisions of a. complia.nce 
·agreement, such determination · being a condition precedent to the re­
sumption of payments; (b) the reci,Pient com~lies fully with the order 
-of a. court or Federal administrative law ju(lge if· tliat order co\·ers 
all the matters raised by the Secretary in hiS notice of noncompli­
ance; (c) upon a rehep.ring or similar proooeding, the court or ad­
ministrative law judge which o~y held tha.t the recipient had 
discriminated on the grounds of .et~ ra.ce, color, national origin, or 
sex, holds that the recipient did not so discriminate; (d) an appel­
late court reverses the findings of discrimination b;y a lower court or 
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administrative agency, such initial fin~ ha.ving triggered the no­
tice of nonoompll&nce and ultimately the suspension of funds by the 
Secretary i .or (e) the Secretary determines that the recipient has come 
into compliance with the nondiscrimination provision. 

3. Authority of Attorney General (sec. B(a) of the committee 
amendment and sec.122(1) of the pre11ent lar.o) 

Under current law, the Attorney General is authorized to bring a 
civil aclli.on seeking "such relief as may be a.ppropriate, inclu<ling in­
junctive relief." 

The committee decided that it would be desirable to elaborate more 
specific&lly a.s to the authority of the Attorney General in his enforce­
ment of the nondiscrimination provision. 

Ecrrp'lulationof~ 
The Attorney General's authority is ~anded so th.a.t whenever he 

believes that a. State government or unit of local government has en­
gaged in a pattern or practice of discrimina.tory actions in :violation of 
the nondiscrimina.tion provision, he ma_y bring. a civil action seeking 
as relief any tempora.ry l'e8t~ order, preliminary or permanent 
injunotion1 or other order calling for, among other thin~ the suspen­
sion, termination, .r&pa.yment, or pl~ of revenue shanng funds in. 
escrow pending. the outcome of the lit;iaation. The House bill similarly 
upands the authority of the Attorney General 

4. Agreements Betr.oeen Agencies (sec. B(a) of the committee 
amendment and new sec.122(g) of the present lar.o) 

While there is no specific authorizing provision in present law, the· 
Office of Revenue Sharing, as a matter of current practice, has entered 
into va.rious interagoocy cooperative agreements with respecJt to the 
enforcement of the nondiscrimination provision. 

To encourage ~r efficiency in nondiscrimination enforcement,. 
the committee decided to specifically provide the Secretary with au­
thority to enter into coopera.tive enforcement agreements. 

E""Planation of~ 
The committee amendment provides that the Secretary is to en­

deavor to enter into ~ents with State agencies a.nd with other 
Federal agencies authorizing these agencies to investiga.te allegatiODS 
of noncomplia.nce with the nondiscrimination provision. Each ag.:ee­
ment is to describe the cooperative efforts to be undertaken (including 
the sharing of civil rights enforcement personnel a.nd resources l to­
secure complia.nce, and will provide for immediate notification to th& 
Secretary o;f any actions instituted fl-ga.inst a. State_ government or unit 
of local government allepg a violation of any Federal civil rights. 
statute or regulations issued thereunder. 

5. Citizen Remedies (sec. B(b) of the committee amendment and 
ner.oly added sec. 124 of present lar.o) 

. ~resent Ia'! does not contain a.ny specific provisi,on pert&~ to. 
Citizen remedies. 
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The ooirunittoo :felt it was neoeswry to establish SPQ~ific titn~ :Li.m.~ts 
-wiiihin which the Office of &venue. Shuing and the De~.ntment of 
Justice should respond, tD.oomplaints .filed! by. any pensoo jng th~ 
a. recipient is violating ~ :oonciLiscrim.iDation prmrision. he com­
mittee decided that in the event both the Office of Revenue Sharing 
and' the »&partnumt of Jusbke failed to ~ftirma.tively ~posd to 8. 
person's complabti w:Wrin these time l~ts, the pe~ should \hen 
have t;he right to seek relief in court. 

&ttlfmatUm. qf W'~jrm 
Upon exhimstion o:f administrative remedies, a civil aotio:ra. ~ ~ 
i~j ~~ 8A &jp~ Dltl'JWM-)P:Itft.l ~f.W~~~~, U.~ States 
·d~ OOIIlvt qr ~ e~ .. '11}Je .!Wfiffll.,. It~ ~~Jillf,tjp:n w 
a recipient in violation of the r~&BM sh~~ ~i~rim.W~tJpn ijJ:'Q­
vision, could seek such relief as a tempt:>tary restraining ord~r, pre­
liiqinary or perq1anent injunction or o'ther ollder providing for the 
suspentnoo, tel'lftil'lation, :repayment ol ~aDd~ oP placing any further 
payYMI'lts OOl :revenue sha-ring ltmd& in escrow pending the Olltcome of 
tl\.e litigatien. 

.Administro.trlve r~m~dies will I;& COB8idered "e1rih&umed" upon: 
(a} the- expiratieft of the OO.d&y period ft>.llooring the date. tle oom­

pl,.in.-t! is filea witl\ the Office· o:f Revenue Slla.rm~ ~ whi~)). ti~e 
it! e~er (i) fails to i8sue a determinatien- on t~ merits 0-f the com.­
pl&iftf!, ( ii) issues a determine.tion that the recipient did not violate 
the nondiscrimination pt"e~, or ~iii) l'e:fel'S tit& oomplraiRt ro the 
Dep,rtment of J~ic~, and 

(b) ~he expiration of the subseque11.t OO·da.y period where the rom­
plaint is filed. wi&lt- 01'- refeMoed to the Department of Justke, during 
which time it either (i} fails to issue a, determination on the merits of 
tbe complai,nt or, (ii) iSsues a detennination that the recil'ient did l).Ot 
viol'ate the nond~rimination provisi,on. 

The Attorney General may, upon timely &JWlication.o intervene in 
al)y action brought by a pn·vate· citizen (after that citizen has ex­
bausted his ad,mini.'3tn¢iv~ remedies,) if he certifies that the 1\Ction is o:f 
genera} publi~ importance. 

It is contemplated that the Secretary will promulgate regulations 
-establishing, among other things, the ..-eqllir0d f~ ~nd w.n~:u.t of a 
cQQilplaint ~l~ diacJfhnin(ttion, ~~ t'.M JjJjW~ h.y which t.\l.e oom­
plai~ut® will\)e ~~of tlle ~tl:W of~ cwmpl11,mt Stlld th~ maiUle.r 
and io~ in whioh ~ ~ry'~ det4rmination witll ~~t tQ. the 
allEtP~Cill\ will be~-

H. Co-.~on en Reven~ Sllat:laB· ~ttd fecl~U~.- (St!c;. 1.1 Qf 
tlt.tt Cmmlttee .A.mttnd,JJt~t ~Q.~ .ww •e.. l4fi ttf ~ 1\'it) 

Tlw~ ~ p~q a ~~ent ~6--nuw;~~f Adv~ CAwmisaiop. 
on 1nter~vernmental Relatiolli (AOJ;U). ~ .A.Cilt was established 
in 1959 (P.L. 86-380), primarily as a result of the study and recom­
mendations of the Knestni>.um Commilsion. The ACIR·is QOm~ 
of members from Congress, the Executive Branch, Sta.te Governors, 
State lepslators, mayors, county officials, as well as representatives 
from prJ:vak li~ The ACIR was cre~t~ ~nerally to make studies and 
investigations of intergovernmental relations, provide a f-orum for dis­
cussing the administration and coordination of Federal grant pro-
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:grams, and to recommend methods of coordi:nating and simplifying 
the tax la-ws and a.dminilitrative practices governing relations between 
tlie Federal government and State and l<>cal governments. 

Rea.Borut fm: chan~ 
rn reriewing- the 1972 Act, the committee was conoorned that de­

tailed.-infnrmation was nob &Nailable on oermin aspects of our Federal 
'System of gol'i8rnment In particular was tlie. concern that our lmowl .. 
edge about trhe efficiency and equicy aspeets of the a.Uooation of spend .. 
ing and taxfug res.peneibilities among the• three tiers ot govemment 
was not sufficiently detailed to be of assistance when the question of the 
revision of revenue sharing was before the commithea. A.omrdfugly, 
the commi~ ~mendment ~id~ for the establishment of a. tem· 
pom:ry commtssion whose mssBion Is tx> study, evaluabe, and·make rec· 
'Ommendations on seveml waH-defined matters of our Bederal sysbem 
()f• government. ln,prm:idinJ.lfor this'flemJJOI'!M'1 oommission, it istthe 
committee's intention that• it be a cemphmentrocy, but more concen· 
trated e1furt to those clll!ll8JJtil:y in existence. 

Ea:p'lanation of proviaiort 
'The committee amendment establishes a 1.4.-memben Commismon on 

American Federalism. The membership is to consist of (1) the Speaker 
and Minority Leader of the Hause• ot Repreee:Eltativm, (2~ the~ 
jority and Minority !:.eadem of the S8Date, and ( 3) ten membtm& to be 
appointed by the President, with the advice and consent of the Senate 
(two from the Executive Branch, two State Governo~ two local gov­
ernment officials,- t7w.o from business, and tWO' from laboo:) • Amy. va­
ea.noy is to. be filled as ron the· oniginaJ appointmentr. The ComrnissiOir 
is tn selectt by mrujori~ vote, its chailllllan and viae chaimnan from the 
members appoinbod by the President; It is con~mplated that the 
membership will be bipartisan· in nature, 

T.he <Dommislion is .to stud,y and evaltild!e the Almerioan federal fiscal 
~~m; prima:ci.~ in• terms of, the allocation and coordinati<m of public 
resour-ces among Fodenl~ Sln1 and local government& 'llhe sUudy is 
to cover, but not be limited to, the following areas. of intengqvernmenr 
tal concern to the committee: 

(1) the allocation and coordination of taxing and spending 
authOrities between levels of government, including a comparison 
<Of other Federal ~vernment systems; 

(-2) State a.nQ.Jogal go¥ernmanta.l ~zation from both legal 
and· operational viewQoint.s to determine how general local govern­
ments do and ought to relate to each other, to special districts and 
to State go.ernmonts in. tenns of serv:ice and .financing J!tiBPOHi· 
bilitres; IJS weli' as annexation and incmpmatimt responsibilities; 

(,3), the effectiveness of Fedenal Go'\mrnment stabilization pol.i­
cies on State and looa.l areas and the effeets of State anctlooal fis:­
eai cle<tisiens on aggregate economic activit!; 

( 4) the quality o£ fina.ncial contJ:ar and',~a'U..dit. precedJU:8io that 
e~ts among Federal, State,.and'l0Cal gy)v'ernments; · 

(5) the legal and' operational aspects of citizen particip.ation in 
Federal,.. State, awl. local govemiiU!nt.ai fiscal decisions; and 

(.6) the specific relationshiP.· of Federal general revenue sharing. 
fundS to other Federal grant programs. to State and local go-vern-



36 

ments, as well as ·the role of revenue sharing funds in Federal, 
State, and local fiscal interrelationships. 

The Chainnan is to have authori~ (under rules adopted by the Com­
mission) to appoint an executive director and neceSS&ry staff person­
nel, withgut regard to the provisions governing appointments in the 
competitive service a.nd General Service pay rates except that the 
executive director is not to receive pay in excess of the maximum rate in 
effect for grade GS-18. Other personnel may not receive pay in ex­
cess of the rate for GS-17. All meetings of the CommiSBion are to bo 
o~ to the public, unless the members vote otherwise in a puulic 
session. 

The Commifl!ion is to submit a final report to the President and f:.o. 
the Congress no later than 3 years after the date that all members of 
the Commission have been appointed. The reJM?rt is to contain a de­
tailed statement of the find.ings and conclusions for the legislation as it 
deems advisable. The CoiD.DllfiSion is to terminate 90 days after sub­
mission of the final report. There is authorized to be appropriated such 
sums as may be necessary to carry out the provisions of thlS section. 

Effective date 
This provision is effective on February 1, 1977. 

IV. 008'1'8 OF CAllRYING OUT THE BILL AND vOTE OF THE CoKHITTEE IN 
fu:rollTING THE CoKHITl'.EE AlnNDHENT TO H.R. 13367 

Rooe~. Oost 
In compliance with section 252 (a) of the Legislative Reor«a.nization 

Aot of 1970, the following statement is made relative to tlie costs in 
carrying out H.R. 13367. The committee estimates that it will have no 
effect on revenues. The Treasury agrees with this statement. 

In accordance with section 308 (a) of the Con~ional Budget and 
Iinpoundm:ent Control Act of 1974, the cozmmttee states that H.R. 
16367 involves no new tax expend1tures, and provides new budge! 
authority for'usista.nce for State and local governments as displayed 
in the following table: 

COST ESTIMATE OF H.R. 13367 

(In miUions of dallanl ..... ,_ __ -
sm ma ms 1910 ttll 1982 • : 1983 

New budaetluthorlty.-........ ,...... 5, 241 7, 055 7, 205 7, 355 7, 505 7, 655 ----------
Eitlmlted oUIIiJI .................... ! 3,446 7,017 7,167 7,317 7,467 7,617- 1.• 

The committee contemplates that reductions in other programs 
under its jurisdiction will offset any estimalted increase in total budget 
authority and outlay levels for general revenue sharing for fiscal year 
1977. ~hese oft'setting reductions a~ expected to eJ!SUre tha:t ~egisla~~on 
e~nding the general revenue shanng program will be conSistent with 
the first concurrent resolution. 

In accordance with section 403 of the Congressional Budget Act of 
1974, the Director of the Congressional Budget Oftl.ce has provided 
the following cost estimate: · 
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CoNGKES8IONAL BUDGET OFFICE 

008T ESTIMATE 

1. B_ill number: H.R. 13367 (as amended by Senate Finance 
Committee). 

2. Bill title: State and Local Fiscal Assistance Amendments of 
1976. 

3. Purpose of bill: This bill ext~nds a.nd amends the State and Local 
Fiscal Assistance ·Act of 1972~ Funds for' general revenue 'shariug 
program are provided for the period from J muary 1, 1977, through 
September 30, 1982. 

4. Cost estimate: (Fiscal years, in millions of dollars.) 

1977 I 1971 1979 

~ ·~·· .. ········:··-·---- s. 241 EltlilaW outlli'o--············------- 3, 446 
7,055 
7,017 

1980 1981 

7,355 
7,317 

7, !i05 
7,¥>7 

11112 1983 

• Tilt orilintl 18w1 l'lllllic Law 12-512. provides fundint throuah the lit ....-• -.:.11 rar 1977. Tilt bill provldn 
money for the r-llina3 quarten Ill tiHi liscll year. TotllliiCIT ,etr 1977~ aulllority is 16,!05,1100,000. 

5. Basis for estimate : The bill contains explicit dollar amounts for 
general revenue sharing payments for the periods, January through 
September 1977, fiscal year 1978, fiscal year 1979, fiscal year 1~80, 
fiscal year 1981 and fiscal year 1982. In the past, the spendout pattern 
has been that the aUotment for the last quarter of a.ny fiscal year is 
paid within the first five days of the first quarter of the next fiscal 
year. Consequently, the outlays for fiscal year 1977 are less than the 
budget authority qy one quarter's payment, and there is a one quarter's 
payment in fiscal year 1983 after the program's authority lias been 
expended. 

· ~e other adjustment from bud~t authority to outlays is the un­
obligated bal~ce reserve for a~Justmf'nt of revenue-sharing pay­
ments. Followmg OMB assumptiOns, the CBO estimates that are­
serve of ap:proxunatelJ: $~0 million will be created from the new 
program budget auth_!lrity m fiscal year 1977. This reserve is assumed 
~ grow each succeeding year by $1 million. This money is spent out 
m fiscal year 1983. 

The tiill ~ontinues the ~on-contiguous states adjustment amount 
frol!l the prior program With two changes. One is that the amount 
available to Alaska !Wd Hawaii will grow by the same rate as the 
replar ~venue sha~ ~~ents grow. Second, Alaska and Hawaii 
will quahb for this ~dibona.l allotment under either of the two 
!'llotment formulas. It IS assumed that this money will be spent out 
m the sa.me manner as. the regular revenue shari.ui. payments. 

~-.Estimate companson: H.R. 13367, as passecfliy the House was 
ongma~y .estimated by the CBO to have the followmg costs: (J.hscal 
years, milhons of dollars) 

1977 1971 

f ,(Jtl\ ~ ................... .. ............................... tl 
1979 

8,&55 
8,650 

1980 

t=: ·-··-··r• 
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The outlays have been reestimated by CBO, ~ on different as­
sumptions about the unobligatM: balance reserve. The reestimated 
outlays are as follows: 
Fiscal years : JlUlw-

19T7 ... ......,...., ____ ..... _._.,..__...._ ___ • _____ ,. ____ ..,.._ ___ S. 258 

1978 ---------------------------------------------------~~ ~650· 
1979 -.~.~------·----~-~-~-~--~--~----·-~~--_.~~ 8,~ 
1980 ---------------------------------------------------------- ~650 
1981 ------------------------------------------------------------ 1,73~ 

The basic differences between the House, passed. and Senate Finance 
~rsrons of H.R. 13367 are: (1) the House extension is~ -years; the 
Senate tUtensioM is !5% -years; (2) the House funding level·for the 
~ar program is..$6,650. million for each year; the Senate establishes: 
a level of ~.900 million for the itill FY 1971,' and then increases this 
£mOUnt by $150 million each year.; (3) the House maintains the. level 
·of $4.8 ·millioo fol"' the non-continguous ltates adjustment; the Senat& 
increases the non-con~ous states ~otmt each year, and makes 
.Alaska. and Hsrwaiirelig~'ble for this allotlllent under either formula.· 

7. Estimate prepaNd. hy :.Roger-M. Winshy ~5-581.3). 
8. Estimate •P.Prond 'by: JIHIIJes L. Blum, . .Assinant Director for 

Budget :AnalySis.' · 
Tl ~ ofl-nte ~t.e 

In M~Dpliatlee 'frith seetion 133 of the :IAgiAhlti~e :Reorgamzaiion 
Ad of't~, tlfe -f0ll6wi!lg statement is made :relative to the ~ by>the­
CMIUrlittee ~n the m~tion to ~pGtt the a'llleDdfttt!nt. Tile oommitA!ee­
allletubntmt to H!R. 13367, as ame:Rded hy eoinmlttee, w.as ordered 
"'f'OHtd by a ~M;t*I -rote of 14 toO. 

·v. CJ!A.:NeB8 m ·En8'l."mo LMw 

In the opinion of the committee, it is necessary, in order to eQledtte 
the businees of the 61eoate, to dispense with the Nqllirements Jf sub­
seetion 4 of rule XXI'X of the Standing Rules of the Senaoo (:relating 
to the ithowi.Dg of ~emg.s in :axiBting law made :by the commitA!ee 
amendment, as reported9., 

0 



94T!I CoNOD88 l HOUSE OF REPRESENTATIVES { lbPoBT 
BdSemon f No. 94-l'l20 

THE ~TATE ~D LOCAL FISCAL ASSISTANCE 
AMENDMENTS OF 1976 

8DUKBD 29, 1976.--0rdered to be prlntetl 

Mr. Baooxs, from the committee of conference, 
submit~ the following 

CONFERENCE REPORT 
[To accompany H.R. 18867] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate t.o the bill (H.R. 13867) to 
extend and amend the State and Local Fiscal Assistance Act of 1972, 
and for other purpoees, having met. after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend­
ment insert the following: 
SECTION I. SHORT TITLE. 

Thil Act f'll41l ~ cit«l ru the "State and L()(Jrfl. Fucal A11i8tance 
AmendtMnt8 of197f1". 

SEC. J. AJIENDIIENT OF STATE AND LOCAL FISCAL ASSISTANCE ACT 
OF Im. 

EmtNJpt a11 othe-ruJUe empru1ly 1J'I'{)1Jidetl, 1Dhef&etMr in thil .Act an 
~nt or repeal il empruied in term. of an amendment to, or 
repuil of. a 1ection or other~ the ~terence shall be t:OMidered 
to be miuk to a section or other pri)'Vi8i()fl, ol the State and Loco}, Fi8coJ, 
.Asliltance .Act of197B, as~ (31 U.S.0.1BB1 et seq.; 86 Stat. 
919). 

SEC. I. ELIMINATION OF EXPENDITURE CATEGORIES. 
(a) Section 103 (relati11q to ~f'MflMI,t that local gOtJ~ me 

revenue 1'haring funds 011ly for priority eaJtJendi/;ruru) w repeakd. 
(6) Section 1B3(a) (relating to assura'TICes to the Secretary of the 

Treaeury) u amMlded by strilcing oot pamgmph (3). 
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SBC. I. ELIMINATION OF PROHIBITION ON USB OF FUNDS FOR 
MATCHING. 

. (a) Section 104 (Nlatift{l to prohibition on we of revenue a/wring 
~a& matching fv,Nll) ilrepeakd. 

(b) Section 1,U(a) (relating to jvdiciol, review of '!Dithholding of 
payrn.enll) il amen.tkd by 1erileing out "104-(b) or". 

SEC. S. EXTENSION OF PROGRAM AND FUNDING. 
(a) IN G8NIBAL.-8ection106 (relating to fwnding forrevenuelhar-

ing) il(~wting "or (c)" immediately after "a ~din 
I'Ubi6Ctioft (b)" in Nblectiota (a) (1); 

(B) by~nating ttuh~ection (c) a1Ub1ection (d); 
(3) by werting immediately after ~t~blection (b) the follotmng 

new 1Ub1eotion: 
"(c) AuTHOBIZA'l'ION Ol' APttBOPBIATION8l'OR ENf'lf'LKIIKN'l'S.-

"(1) IN OKNIRAL.-TIIMe are aut~ to be appropriated to 
the TrtJAt FWI!l to pay t'M entitlement• 'MreiM,fter prov~ 

"(A) /tw t~ tJmod beginning_ J)11111114!Y 1, 1977, a'lld ending 
Sef.temlnr 80, 1977, 14.PB7 .poopoo; arul 

'(B) lor eacA. of the fiscal yeara beginning October 1 of 
19'17, i9'18, and 197/J, $6,860/)00,000. 

"(B) NoNOONf'rouous STATES ADJUSTIIEN'l' A.IIOUNf'B.-T'Mre are 
autAtiri.ed to H appropriated to the TrtJAt Ftllflll to pay the en­
titlef'MIIU 'MreiMfter ~ 

"(A) for the period begim&ingJanuary1,1977,Mitd ending 
Bel!tMn!Jtr 80,1977, $3.,5/!6/)00; and 

"(B) for each of the fiscal yeo:,.. 'H_girw&ing on October 1 of 
19'1'1, 1fl18, and 1979, IJ,..PS3,769." ,· flftd . 

(.f.) by iftlerting "j AUTHORIZATIONS FOR ENTITLEMENTS" in 
ths heading of .tuel.l~etioni-rnmedUJ.tely after"APPR.OPRIATIONS". 

(b) OONI'OBIIINO Ali6NDIIENT8.-
(1) 8ub1ection (a) of aection 106 (relating to general '~"file for 

allocation among Statu) il ame'llded to read 41 fo'llow•: 
"(a) IN GINIBA.L.-There ahall be allocated an entitlement to each 

8tat8--
"(1) for each entitlem..ent period beginning before DBCMnber 

31, 19'16, out of amount& appl'Op't'iatetl tmdefo 1eclion 105(b) (1) 
for that entitlement period, an amownt which bear1 t'M aame ratio 
to t'M amount ap~ uf'l/k,. that 1ection for that ~ 41 
t'M amount allocable to that State untkr I'Ub1ection (b) bean to 
t'M sum of the amount& allocable to all State1 under ltih1ection 
(b) ;and 

"(B) for each entitlement period beginning on or after January 
1, 1977, out of amounts authorized under &ection 105(c) (1) for 
that entitlement pet:iod, an amount which bear1 the 1ame ratio to 
t'M tl1I'IOt.mt autlt:oriud u'llder that 1ection for that ~riod aa t'M 
amuunt allocable to that Rtate wntier I'Ub1ection (b) bean to tlle 
I'Um of the amount~ allocable to all Statu f'ntUr I'Ubaetrtion (b).". 

(B) Parag~'ll, (1) of 1ection 106(b) (~Zating_~general '11Jle 
for dtr"1"'TTMM.ing allocable amount&) itJ lllm6ntUd to ~ 41 foTlowa: 

"(1) IN OKN;BAL.-For p'UrptJIIIJ3 of ftlbi6Ction (a), the amuunt 
a.'lWca'hle to a l'Jtate ~ thia I'Ubi6Ction for any entitlefM'Itt 
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period 1/uill be tkte,..,md vrttkr ~1 (2), UJCepl. tMt .UCh 
amotmt 1/uill be tk~ Vllllkr'paragraph (3) if-

" (A) m t'M ()(liJ6 of an 6fltitlem6'1'1t period begi'Tifning kftm 
DeO.m:ber 31, 19'16, the amount <illocable to lltiCh State tl#ttler 
paragraph (3) u ~than the l1.b71l. of th,e amovntl alloca­
ble to .tueh State wnder parag'Mph (!) aNI aubsection (c); 
and 

"(B) in the ca8e of an entitlement perio4 begiN&mg on or 
after Jant141"J1l, 19'17, the a~ allocable to IJU(}h State 
tmder paragraph (8) il f/N(It6r tlw:n. t'M amotmt allocable to 
.tueh State vnder fHI#'tJflfVJ'Ph (I).". 

(8) PIJtVJ9raph (1) of 1ectioA 106(c)· ·(general rul6 for nmt­
contigvotU State adjwtmMat) il tiiMftilid to read a1 fo710'1JJ•: 

"(i) IN OINKBAL.-ln addi!Mm to th6 amount& allocated to the 
Statu vrukr I'Ublection (a), there 1h.ail be allocated for 6(J(Jh 
entitlem6'1'1t period tm atldititmal amount to any State m VJ'hich 
civilUJ.n "6mplo_yeu of the United Statu Government~ tm 
ollowa'TU.Je tiNUr IMtitm 69.t,J. of title 6, United Statu Oode-

. "(A) m the CQ8e of an entitle'TMflt period begimlilng beftm 
DectJmlJer 81,1976, out of amount.!~ wnder •ec­
tion 106('6) (B), if the allocdtion of .UCh gtate tllllder aubltc­
tion (b) il de~ned by the f0f'f1Mf14 1et fortl in paragraph 
(BJ of that ltlh1ectitm; tiM . 

(B) m t'M OOJM of an efltitlement periot!, b~ginnim,g on or 
after Jantta/"!11, 1fl17, out of amotlfttl aut'horfMd tmder lec­
tion 106(o) (B).". 

(4) Section 106(c)(B) (matmg to mnotmt of ftO'Montigu~Jw 
State ad. tmMtt1 \ il Mn.efliled-

(r) by ,trlimg out "ltlh1eotion (b) (B)" and wwting in 
lieu t'hei6of "I'Ubaection (b)", and. 

(B) by werting i'1Tl!1Mdiately after "Hetion 106(b)(B) 
/07' a~ entitlement period" t'M fol;/UtDing: "be~ng be­
ftm December 31, 19'16, 07' aut'lunV6d 'flllder sectUm 106(c) 
(B) for any entitkmeAt (J6f'iod begtwning on or after JOA'Ir 
vmoy 1,11J77,". 

(5) Sectioft 108(b)(6)(D)(i) (~ to entitl'ement1 la1 
than 1100) u amended by iAHrting alter "6 month&" the fo710'1JJ­
ing: ", 1150 for an~ peiiod of9 months". 

(6) Section 108(c)(1)(0) (~ to optioMZ ftYI'fn1llq.for 
allocation am,ong lOCal government&) u a'I'M'Tided by &tri/cing out 
"Deceml:Jer 81, 19'18," and imerting iA lw t'ltereof "SeptimlHJr 
30, 1980,". 

(7) 8~ 1.t,J.(b) (re~ to tkfimtWn of "entitlement~­
riod") il amMaded by imerting at the end tkMeof th& foll()'W1,ng 
new paragrap'M: 

"(6) The period begitWft{l JMfMllf'Y 1, 1977, CIIUl endmg Rep­
Umber 80, 197'1. 

"(7) T'M one-year ptJf'iotH begiftMng October 1 of1977, 1978, 
aftd1979.". 
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SBC. I. SPECIAL ENTITLEMENT RULES. 
(a) STATE MAINTENANCE OF TRANBFIBB f'O LocAL GovEBNIIENTB.­

(1) P(lf'(J{/'f'apl (1) of ~tion 1U1(b) (reZGMg_ to general n.t.l6 
for Stok mai~ of tf'(Jftltf#JJ'I to local gotJ~) il 
fllfMnded to read a8follO'uJ•: 

"(1) G•N•BAL BULE.-
"(A) PB•·l9T'I ENTITLEMENT PERIOD.-The entitlement of 

any Beau gOtJemmMitt f01' any entitkf'Mf'&t period be~ 
on or aftw JvlyJ, 1!118, mnd before DecemlJer 81, 1!116, 1hall 
be reduced by tM amount (if any) by uilic,_ 

" ( i) the average of t'M aggregatlJ a11'WU11t1 tnzftlf5 
by the State g_qtJernmeftt (out of iU own IOU1'C68) · • 
IUCh period tJnd the precediMg_ eMtl6mM&t perWtJ to 
units of local potJef'ftf'l&ef&t in IUCh 81GU, il'la• than, 

" ( ii) the n'milar aggregiZU amou.nt ftW the one-year 
period begiNtitag July 1, 1!111. 

"(B) P08f'•19T8 ENf'ITLEIIENT PEBIODif.-TM entitlement of 
any State gOtJemment for any entitlem.Mat period beginmng 
on or a(Ut-J~ 1,1977, shall be reduced by the amownt 
(if lmYJ, ~ 1JJ1ic,_ 

( i) OM·half of the aygrtgate a11W'Unt1 t7Ymttferr6d by 
the State gOtJemment (out of iU own 1ourcell) during 
the B.f,-mmath pwiotJ, 6fldiftg on the la8t day of the lalt 
filcaZ '!/eat' of IUCh ~If/tate for tJJ'hicl the rekvant data are 
ONai.labk ( m accordarnce with regulation.~ prucribed 1ffl 
the Secretary) tm the (lrn day of IUOh entitlement period, 
to all ttmAtl of loOGl gOtJemf'Mfl.t in IUOA State, iB zu, tlum, 

" ( ii) one-half of the similar flfJgregate amount for the 
B.f,-mmath period ending on the day before tM 1tarl of the 
B,4.-mmath period tk1ciWed m cl~At,e . ( i). 

"(0) li'01' 'fltii"'POIU of ltll>paragraphl (A) (i) and (B) (i), 
the a1TW'Unt of any reduction in the ennt~ of a State 
gO'IJ61"''/mMM.t tmtler t"-U I'Ub1ection for any entit'Uwrumt perWd 
aluJil, for ltl'bN~ entitl-ement periocll, be treated a1 tm 
amownt traN/emd by the Btate gOtJ~ (out of it8 O'ID1l 
aourcu) duriflg IUCA period to 'fNiita of local gOtJ61'ftmlmt in 
IUC, State."· 

(B) Sectirm 107(b)(l) (relctiftg to ad~ where State 
a88'U'1Ttel r&'/)OMihility for categurg of «11pMiditutw) iB a~ 

(A) b'!l Btriking out"~ paragmph (1) (B)" MUl in­
~ertl,nq in lieu thereof "t.md6fo paragrapl (1)(A) (ii) 01' 
(1) (B) (i.1": and 

(B) by 1trilmlg out "the one-year period begiNWn,g July 1, 
1!111," and imerli119 in luu theNof "the period t.IHlUed for 
~u of IUCh paragraph". 

(8) l!Jection 107(b) (8) (relatinq to ad.1UAtmenta in the ca1e of 
new taming '/)O'tDerl) u tlfMf1lled by atrilciflg out "paragraph 
(1)(B)" a'TUJ imerlift{l in lieu thereof "paragmp_h, (1)(A)(ii) 
(in the ca8e of an entitl~ period k~ before Decem­
ber31, 1916) or tparagm.ph (1)(B)(ii) (m the ca1e of an entitk­
ment period begiMing on or after J fUIWLf'1/ 1, 19'17) ". 

(.f.) Section, 1U1(b) (relating to State~ of .up~ 
to local gOtJWMMntl) il amended by reduignatmg paragmphl 
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(6) a1Wl (7) ,. 'JXI"'fJfffUPM (8) atntl (9), 'I'Up6Cti~, MUl by 
wwtiftg afUt- potragmpl ( 6) t'M fri/,l,qwi"9 new paragNp'M: 

"(6) 8PKOIA'£ RULE FOR THE PERIOD BEGINNING JANUARY 1, 1!117.­
/n the oa8e of the entitlemtmt pM"iod ~gitmiflg Janf.Ul,f"!J 1, 1!117, 
and 6'11di119 SeptemJJ,. ao, 19'17, the aggregate amotllnU tale8n into 
accm.mt tmd6r clawea (i) and (ii) of paro.gmpl (1)(B) 1hall be 
tll,ree-fotwtly of the af1WJtbnt wMcl (but for t!WJ paragraph) toould 
be talcen into account. 

"(7) .ADJUB'rii.Nf' WHERE FEDERAL OOVIrRNIIENT A88UIIE8 RE· 
8PON81BIUTY FOB CAf'EOOBY OF EZPENDII'UBE8.-ff, for an 8fttitl6-
f'ne'lft period begimaiftg tm Dr after J fm'UIJf'!/1 ,_19'17, a State gOtJem­
f'ne'lft eatablilhel to tle .atUfactiMI. of tli6 t:J«Jf'6taty tOOt during 
all 01' pcwt of tle period. utiliHd f01' puf'POieB of ~p_ll, 
( 1) (B) ( i), th8 F ed6ral GotJerrtmMlt 11411 a1mmed respomibility 
for a category of ~ for tohich IUCll, State gov~ 
traMferr6a amountB whicll, (but for t'IIU po:ragrapl) would be 
included in tll,e aggregate amot.mt tale8n into account u'llllM '1'M'4: 
graph (1)(B)(U) f01' tlt,e p61"ioG ~for purpoBu OfiUOll, 
~11, then (under regulatiom pre~crl6ed by tle Secretary) 
tle ag~Qate amount talcM& into account ~ pa~ph 
(1) (B) (ii) 1Mll ~red-uced to the~ tOOt if&creaHd F~al 
Gov~~ing in tW State for IUOl category of ~i-
flure. ll,a, re ctWre&pondmg amount. whicll, IUCll, Stat6 gOtJ-
e1"rr//'M'nt h tn~mferred to t.miU of local gOtJerft#n6flt during the 
periocl utilized for fJU"'PP8U of paragrapll, (1)(B) (ii).". 

(b) WAIVERS BY INDIAN TRIBES AND ALASKAN NATIVE VILLAOEB.­
(1) Paragraph (.f.) of HCtion 108(b) (rel4ting to Indian tn"b61 

and .Ala1kan native villagu) iB amended by 1tMng out the «ut 
aenten.oe. 

(I) PM'f19"'t1Ph (6) (D) of~tsell, HOtion. (relatifag to effec~ of 
~~) il ~ by adding at tle 6fld tMreof the fo'lJotciflg: 
"If th~ entitlemsnt of an I 'Tid ian tribe or Alalkan ftative 'Village il 
toaived for awy efltitlefnent period by the governing body of tlat 
tribe or ~e, tlen the atnO'Imt of IUOA entitlement jor IUOA 
period 11uill itt. lieu 'Of being paid to IUOA tribe or 'Villag•) be 
iulded to, a •hall "b~ a parl of, the entitleme1lt for IUOA 
period of the COtlltW!! g~ of th8 OO'f.l/nty area in to"-iol IUOA 
m"be or'IJillaqe ia lo«itMM.". 

(c) BKPABAf'E LAW EN[f()BOEJIENf' O,IOKBB.-
(1) GENERAL RUL6.-8ecti1Jft 108 (relaWng_ to entitlement8 of 

ltJrat govemmenta) iB ~ by addtng_ at the end t'Aert!of the 
fo'llotriJing new ~tsbleotion: 

"(e) 8KPABAf'E LAw ENFORCEMENT OFFICEBB.-
"(1) ENTITLKIIENf' OF SEPARATE LA'IV ENFOBOEIIENT OlfFICERS.­

The ofllce of the l6p(#'at6 law en!~ ~ for any COf.lfaty 
area in the Stau of LO'Uiliana, otMr tlum the J1(1ri8/,. of Eut Baton 
R01sge, alurll be entitled to receive for eacl entitlemtmt period 
beginni119 on or tJ/Ur January 1, 1!117, an amwv1nt eftUil to 16 
percent of the ~ whicll, toould (but for the ~ of 
thiB I'Ub1ection.) be the err.tit'krMnt of the gOtJemment of lUCia. 
cOtmty a:rea. The office of tit., 1eparate low enforcement o'fllur for 
the pari8h of EaBt Baton Rouge •hall be entitled to receive for 
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6aCh entitleme-nt~ 'b6gimtif19 on or afU,.J(INJ,o;ry 1,1977, an 
amot~,nt sgual to 7.5 p6f'08flt of the 8'Um of the ~ which 
would (bUt for the protJirioM of thu lt.lbuction) be the entitle­
ment~ of th6 g~ of Batoft I!_~~J Baker, and Zac/w,ry, 
LoviNIM, for each tJUCh entitlement ptmOG. 

"(I) RKDUOf'lON OF ENTITLEIIENT OF COUNTY OOY6BNII6NT.-The 
~of the gove1'nf'Mftt of a cotmly area for an entitlement 
pM'ifHl11uJit be ~uced by em amownt eqtl(ll to one half of the 
entitlement lor the ~eparate lOIIIJ enf01VJ6'm~Jrlt of/tctw for tJUCh 
cOtJ,nty moea for ftiCh entitlement period. For t'M fJUf"pt}8e ol 
applyifl{l thil para.graplt. to the parilh of EatJt Baton Rouge, 
Lrmimna, the ~ of the gov~ of Batoft Rouge, 
BaleM>, an4 Zacluwy, LoviNJM, for each entitlemeftt P4f'iod ,MlJ, 
each be reduced by an a~ etjtMJl to :1.76 fJ6fV)tJflt of t4s amotmt 
t11hich would (but lor the protJirimu of tliM paragraph) be the 
~ oleach IIUCh gOWJrftfMftt. 

"(:J) RDUOf'lON 01' ENTITLEIIKNT 01' STATE OOYKBNIIENT.-The 
~ of the StaU g01J61'fUR6f&t of LouUiaM for an entitle­
ment period 1hall be Nduced by an a.motmt 'f'l4l tQ the 8'Um of the 
reductiot&l pt"''Vided under paragmph (B) for g~ of 
county areu m 8UCh State for 8UCh entttUm.imt period. For pur­
poBu oJ thiB ~p.,_ 

'(.A) tlt.e ~ JmJ'IJ'i,ded tmder paf'!19Np1 (B) for the 
g01J~ of Batota llouge, B""-r} an4 Zachary,~ 
1hall be ~ a~ ~ o entitlefMfttB of govem­
met'ltl of CO'Uflty area, afld 

" (B) the Mltitlemeftt of the ptlt'NA of Orleata~ for an entit~­
ment period •hall be ~ to hOme been Ndvced by an 
m'IWU/nt equal to the additiun4l tJmOUflt prot1id«l for 8'Ueh 

?.!"!lt.for that entit~Mnent period f.l#&fUr pat'a{Jf'aph (4). 
"\4) II_NTITLEIIENT OF PABIBH OF OBUANB.-Jn the oQu of the 

fHI"IA. of Orl«mm, Louiliana, paraumphl (1.) mad (B) 1Mll not 
apply, an4 8'Ueh pm-ilh Bhall be entitled to ~' lor each e-ntitle­
ment period begi_mt.mg after December 31, 11J'1d, an additional 
amount ~ to 7.5 perc_ent of the amotllnt which would othertwi8e 
be the entitlMrwJnt ofiVCh paruh.". 

(B) OoNFOBIIIIfO AJIKNDIIKNTB.-
(.A) Section 108(b) (7) (.A) ('l'elating to general ruk for 

tllllfU~ of Matit~) iB amended by striking out "imd 
MfiiJ tllllfUttMnt 1'6t]Uired tiMer paragraph (6) (D) laat." and 
~ in lieu thereof "~ adjmtment required uf'lder 
fHJ!fJflf'fJph (6) (D) ~t, rmd ~ adjustmunt rtJgutfW.l t.11U.kr 
Bub•ection ( j!l) laat. ". 

(B) ~ection 108 (d)( 1) • ( tkfoni"f! "vnit of loctll g0t1ef'lflr 
mMt") u amended by iM/dang at t'M end thei-eof the fo'Uow­
tng: "Such term allo 'ln6an8 (but only for purpo1u of ~t~b­
title' B and 0) tA8 o!ftce of the 1epara.U law enforcement 
of/leer to whicluvbHCtwn ( ~) (1) applieB.". 

(0) Section JU! (~to emit~ of State gOtJern­
~ntB) iB a~ by addmg at the end thei6of the folloto­
'"9 new lt.lblectiO'II.: 

"(c) OBOss RK1'EB6N08.-
•For refludlon of Stt1te gooerrt~~~Mt entlllntatl ...._e of ~J'ODUio11 

lor.,.,..,. a ellforeement olficera, aft •fttlolllll( e).". 
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(d) 0UBB8NOY OF D.tf'A.-
(1) Section 109(a) (7) (f'dlating to daif1 tUJed an4 U'l&ifO'I"mMy 

of il~a) iB llln61'Ule{t..:... 
(A) in B'lih~mph (.A) by 1triking_ out "B'Ubpt111'(1{Jf'(JpA 

tB)" an4 imertifl{l in lieu t~/ "lid>paragrojJh (B) -or 
0

(;') b; adding at the eM tM'!'eof the followir/,g ne10 
BUbparag_raph: . 

" ( 0) T .tZ OOLUCTIONI.-Data tcith rerpM!I to trw colleo­
tiunlfor a period_ more f'ecent than the fM6t recent reporf;ing 
year for an entitlement period ( aB tkfi,Md in ftifJ~eDtiof& 
(c)(B)(B)) 1luill not be tUJed m the tk~ of en­
tit~ for I'UCh 1)6riod.". 

(B) Sectioo 109(c)(!)(B) (tkftmng_ "mott 1"60ent reportitlu 
~) il amended~ Btrilcing O'Ut "made befO'I'e the clOBe of ~ueA 
~·" atnd werting in lieu thetw>f "rnmle before the lugmntng 
ofiJ'UCh period.". 

(e) LIIIITATION ON ADJTJ87'11ElfT OY PAYJJklfT8.-&ctimt JOB (relat· 
ing to pfE!!rnenta to State aJUlTpco}, gO'D~) isl~~Mf!d~d-

(1) by 1triki"!ff out "E~cept" Mill iNming in lieu theNof " (a) 
IN dENEB.4L.-Ea:cept"; and 

(B) adding at the en4 thereof the followi'flg new lt.lbBection: 
"(b) Lrllif'ATroaa oa bJUBTIIENf'a.-No tllljtutment 1luill be m..ade 

to increa~e or decreue a p~ made for any entit~ period 
beg_iM.ing after December 31,1976, to a &tate g~ or a unit 
of local g01Jemment, uflku a d6'm,o11Ul theN/or 1/uill ha1Je beM matk 
by I'UCh government or the S6Ct'tJtary tcit!Un 1 year of the Mill of the 
entit~nt period with rupect to which the pa'!f""!3nt wa~fnade.". 

(f) RKBEBYEB FOR ADJUBf'JIKNf'a.-Section JOB (relating to payme'IIU 
to State an4 local g01Jef"'''mentl), a amended by 8'Uh1ectUm (e), iB 
amended by adding at the tfUl tlt61'60f the foll{)'IJ)'vng new trulmJction: 

"(c) REBERYIB roB ADJUBf'IIKNTB.-TM Secretary may rese1"Ve IUCh 
percentage (not eaJC6edin,g 0.6 ~) of the total entitlement pay­
'I'Mnt for any entitlement period toith NBpecl_ to any StaU g~ 
and all unitl of WcalJIO'IJe'I"TTment wit!Un lfUCh State a~ he deerM uou­
sary to ifi8U.f'e that tltere will be BUf!icknt f't/NU a'DailalJk to pay tlll­
jtt£t'm6'ntl due afUf' the fiMl allocation of fvrtd8 among IVCh 
gO'Def"'MM!ntt. "· 

{g) REOOYIBY OF 0ERf'AlN 0vKBPAYM6/ff'8.-Jn the CaBe of an tuJjwt­
f'IIBftt to decrea~e a pa'!J'I1fHI&I made for tm entitlement f)ef'iod ending 
before January 1, 1977, ~ title I of the State anJ Local Fiscal 
A•mtance Act of 197S to a flhlit of loC6l gO'Demme'll.t (a~ tkfineil in 
Bectiorn 108fd) (1) of that Act), the~ of tJ'UCh adjmtfMnt shall 
be withheld from the reBerve•for tllljultmeM utabU.W by the SeC1'6-
ta'I'Y unthr 1ection JOS(o) oftJUCh Act for the State tcit/Wn which IUCh 
unit• of~ govtm~Mnt are located. A~ teitAheld under t'hil 
rubBection 1luill be C01J~ into the State and Local G01JerM11t6't&t FiBcal 
A1siatance T"-llt F't/Nl. 
SEC. 1. CITIZEN PARTICIPATION; REPORTS, ENFORCEMENT. 

(a) 0ITIZEN8 PA.BTIOIPAf'ION.-8ection 111 (relating to reportl on 
me of ft,vndl and publi«ztion. of rtJportl) il amended to read aa follmn•: 
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"(B) ths e0teftt to 111klcla, ret:ipiel ~tiou have compli«l 
tJJitA .ectWn. 1U, incltuling a ducriplitm of ths nature o:nd e:t~teftt 
of any fi01&C0f'll.pllance and of mea8tW6I taNen to ensure ths tnde­
~e of fltidit8 CMIIlucted pt.WftMIIIt to 1Vb1eceion (c) of IUCh 
B«Jtwn; 

" ( 8) the manner Vn. which f'U/Tid8 tliltn"bvted tM'W.kr ltihtitle .A 
halve bun diltributed Vn. recipient Juril~ l and 

"(4) any ligNflcaN '[!"'ble'TTUJ ariling Vn. the atlminiatration of 
the .Act and the 'J1"'11IOfUU to remedy~UCh problMM th'I"'U{Jh appro­
prit~Ukgil~ 

"(g) PurrcrPATION BY 81NIOB OnruNs.-ln COfi/Rwting any hear-­
Mg ~ tiiNler thU MCiimt., or tlll&tler ill own budget prooeuu, a 
Beau 01' unit of local gOtJMYfi'INflt ihall ~to~ 1enior ciA­
Ben~ and their org~ wilh tJA ~ to be heard prior 
to the fiNil allocation of ang fwtds ~ vndiw the .Act pur8t.UIIlt 
to I'UCh a MoriAg.". 

(b) ENFORCI111Nf'.--8vbtitl6 B (~to Gdminiltrative provi­
. Mnl) ia a~ by atlding at the Mill tl~Mfof the following new 

aeationl: 
"SEC. IJI. PRIVATE CIVIL ACTIONS. 

" (a) Br ANDINO.-W hsnever a State gO'fJtJf"''lfMnt 01' a unit of l.oaril 
gov~, 01' any ofllcer or employee theNof acting m an official 
capacity, hiJIJ tmgaged or il tlfl9~ m My act or prac~ prohibited 
by thitJ .ActJ upon ereluJultion of flllmMiiltrative remdiu, a cWil 
action may be tmtitutd by the penon aggrieved in an. appropriate 
Uf&ited Statu dil~ct court or ift a Stok court of gMIM'al jy,riadiction. 

"(b) Rnr~rll'.-The cmwt may grant aa Nlwf to th8 plaintiff any 
temporary rutrairting Olf'dM', preliminary or permanent tnjunctwn or 
other order, including the ~Wpenlion, termination, or repa'!fi"'R''J of 
funih, 01' placing any further paymMIJI ~ thia title in. ucrow 
pen.difl9 the outaoms of the litigation. 
SEC. 8. NONDISCRIMINATION PROVISIONS. 

(a) IN GINIR.tL.--8~ 1BB ( riUJting to n.ontlilcrimin.ation. prt)'l'i­
Mnl) i8 ~to readaafollmD6: 
•sBC.Ill. NONDISCRIMINATION l'ROVISIONS. 

"(a) ProhilJition.-
"(1) IN fJIIIIBA.L.-No penon m the Unikd States 1luJll, on 

the fri'ovNl of f'tl06, color, ttD:tiontil origW&, or,.,, be u:cludMl fr'om 
participation in, be denied the btJMflU of, or be lltlbjeoted to dil­
crimination tl#llhr a111!J program or actWity of a Stok g~ 
01' unit of local gove'f"ffiTTM&t, whicll. gOfJ~ or Wtit reaeivu 
f'U/Tid8 made available under IJ'P.ibtitle A . .Any proMbition. agaimt 
diiO'I'imination on t'M baail of age ti/11Akr t'M Age Dilcrimin.ation 
.Act of 19'16 or tMtlt. ,_fJ«Jt to an othertciae (j'Uilli~ handicapped 
in.diAndual a. p~ ift~eation 604 of the Reluibilitation Act of 
1973 shall al•o afYP"v to """IUCA program 01' acti'Vitv. Aft!! prohi­
'IJiRtm agaimt diACf"imirao.tion on. the baail of f'eliginft. or any 
«Hmption from IUCA 11f'Oli~Jition, IJ8 ~tl in the (Jivil Rig., 
Act of 196. or til~ VIII of the .Act o.f A.,.U 11,1968, le7eaftM' 
-ref~ to atJ (JWll Rightii.Act of1968, 1luJll allo apply to any 
IUCh program 01' acttvily. 

11 



12 

"(3) HEARINGS BEFORE ADMINISTRATIVE LAW JUDGE1' SUSPENSION 
OR TERMINATION OF PAYMENT OF REVENUE SHARING FUND.-

" (.A) Hearings requested by a State govern'/Mnt or a wnit 
of local gove'l"'''lment purtJUant to paraf!l:apk (~) skall begin 
before an administrative law judge W'lthin 30 da'f!S after the 
Secretary receives the request for the heari1lf!. · 

"(B) Within 30 days after the begifllltin:g o.f the heming 
provided under subparagraph (A), the d.dlmi'llistrative law 
judge conducting the luJarmg shall, on the record then before 
him, issue a prelitrni'TUU"!! finding (which skall be consistent 
witk subsectinn (c)(~)) as to whether such gove'I"TTIment has 
failed to comply witk subsection (a). If the adminiBtmtive 
law judge iBsues a pttelimJna171 findilnp tkat suck government 
is not likely to pre~Vail, on the ba8UJ. of the etJidence pre.~ented, 
in demonstrating (J()'Ifl,pliance witk subsection (a), then the 
Secretary skall BUBperwt the pay'IMnt of funds u;nder 81.t,btitle 
.A to suck government. No suck preliminary finding shall be 
issued in any case where a determ;/:nation has pre'IJiowly been 
issued under subparagraph ( 0). 

" ( 0) If, after the CO'TI'IIpletion of suck "Maring1 the admin­
istratwe kJ;w judge issues a determination ( cons'tBtently witk 
subsection (o) (~) tkat suck govem'IMnt has failed to com­
ply with subsection (a), then, unless such gove1"ff/1rW''tt enters 
into a compliOhWe agree'IMnt before the 31st day after such 
issuance. the Secretary, subject to the prowions of su.bpara­
graph (D), skallBUBpe'IUi the pay'IMnt of f'I.II1Ui8 under FJubtitle 
.A to suck government; if a BUBpension in accordance witk sub­
paragraph (B) is still in effect, then, subject to the pro'l'isions 
of subparagmpk (D), tkat BUB pension is to be continued. 

" (D) In the event of a determination descrzoed in sub­
paragraph (C), the administrative law judge may, in his dis­
cretion, order the termination of payment of fu'IUis under 
subtitle .A to such government or unit. 

"(E) If, after the completion of suck hearing, the ad­
ministrative law judge issues a determination (consistently 
with subsection (c)(~)) tkat there has not been a failure to 
comply with subsection (a), and a suspension is in effect in 
accOrdrrnce with subpm'agraph (B), suck BUBpension shall 
be promptly diBcontinued. 

"(c) HoLDING BY CouRT oR GovERNMENTAL AoENCYj FINDING BY 
SECRETARY.-

" (1) DESCRIPTION.-A holding is described in this paraqraph 
if it is a holding by a Federal Court, a State Court, or a Federal 
admtinistrative law judge, witk respect to a State government 
or a unit of locril gove1"11ment which eaJpends fu'IUis received 
under subtitle A tkat such government has, in the case of a person 
in the United States, eaJcluded suck person from paQ'ticipation 
in, denied such person the benefits of, or subjected such person 
to diBcrimination u'IUier any program or acti?Jity on the grou'IUJ 
of race, color. national oriqin, or sex, or violated any prohibition 
aqainst discrimination (A) on the basis of age under the .Age 
Discrimination Act of 19'76 or (B) with respect to an 'otherwise 
gualifled handicapped i'IUiividuaJ', as provided in section 604 of 
the Rehabilitation Act of 19'73 or (C) on the basis of religion 
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as provided in the Civil Rights .Act of 1964- or title V Ill of the 
Civil Rights Act of 1968, in connection with any such program 
or activity. 

"(~) EFFECT ON PROCEEDINGS OR HEARINO.-Jf there has been a 
kolaing described in paragraph (1) with respect to a State gov­
ern'IMnt or a unit of local gove1"11ment, the1t, in the case of pro­
ceedings by the Secretary purtJUant to sUbsection (b)(~) or a 
hearing purtJUant to subsection (b) ( 3) 'witk respect to such gov­
ernment, such proceedings or suck hearing skall relate only to the 
question of whether the program or activity im which the eaJ­
clusion, denial, discrimination, or violation occurred is funded in 
whole or in part with funds made available under subtitle A. In 
such proceedings or hearing, the holding described in paragmph 
(1), to the effect that there has been eaJclusion, denial, or dis­
crimination on account of race, color, national origin, or sex, or 
a violation of any prohibition again8t discrimination (.A) on 
the basis of age effected by the Age Discrimination Act of 19'75, 
(B) with respect to an 'otherwiBe qualified ka'IUiicapped i'IUii­
vidual', as provided in section 504- of the Rehabilitation Act of 
19'73 (C) on the basis of religion as provided in the Oivil Rights 
Act of 1964- or title VIII of the Civil Rights .Act of 1968, shall 
be treated a8 conclusi;ve. 

" ( 3) EFFECT OF REVERSAL.-! fa holding described in pa.ragraph 
(1) is reversed by am appellate tribunal, then proceedings under 
subsection (b) which are depe'IUient upon such holding shall be 
discontinued; any BUBpension or termination of payments rcsult­
inQ from such proceedings a hall also be diBcontinued. 

"(4,) FINDING BY SECRETARY . ..-A fi'IUJing iiJ described in this 
paragraph if it is a fi'IUiing by the Secretary witk respect to a 
complaint referred to in section 1~4(d), a determination by a 
State or local administrative a_qency, or other information 
(pursuant to procedures promded in regulations prescribed by 
the Secretary) tkat it is more likely tha;n not that a State govern­
mentor unit of local government has failed to comply witk sub­
section (a) . 

"(d) OoMPLIANCE AGREEliiENT.-For purposes of tkis section and 
sect~on. 1~4-, a compliatnce agree'/Mnt is an agreement between-

" ( 1) the governn'l.ental office or agency respons-tole for prosecut­
ing the claim or complo:int wkich is the basis of the holding 
described in subsection (c) (1) and the ckief executive officer of 
the State gove1"11ment or the unit of local government that kas 
failed to comply with subsection (a), if such agreement is ap­
proved b'l/ the Secretary, or 

"(2) the Secretary and suck chief eaJecutime officer, setting fortk 
the terms a'IUJ conditions witk which suck government or unit 
has agreed to comply tkat would satiBfy the obligations of suck 
government wnder subsection (a). Such agreement shall cover all 
the matters which had been determined or wotild constitute fail­
ures to comply witk subsection (a), and may consist of a series 
of aqreements which, in the aggregate, dispose of all such matters. 
Within 15 days after the execution of such agree'IMnt (or, in 
the case of an agree'IMnt under paragraph (1), the approval of 
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plian.ce '1Dit11. ltlh1ectWn (a). T"M ~ 1hall dear:rWe the co­
~e effort~ to be ~ (~ing the sharing of civil 
f'ights enffJ'1'C6fMnt persO'IIIId and reBOtf,roeiJ) to secure compZUmce 
1Dith t'hil16ction, Mlil ihall ~ for the immediate notijictiti(m of 
the Secretary of ang actions ~ by I'UC11. agencies agaimt a 
State gove'1'111ne'nt or a unit oflocoJ gov61"111'Mnt alkging a 'Violation oJ 
any Federal civil rights statute or regtilatioM iuued theretmder . • 

" (C) [ NTERYENTION BY ATTORNEY GENERA£.-[ n any action if&ltitute.d 
under thil section to mforce compl~ "!_itA 1ection 1BI(a}, the 
Attorney GeMml, 0'1' a 1peciolly duigna.ted uliltant for or '"' the 
Mm6 of the United Statu, may intervene upon timely application 
if he ~fia that the action il of gmeral ptihlic impurlance.In 8'UCh 
action the U'f&ited Statu 1/uill be entitled to the same relief as if it had 
iuti:tuted the action. 

"(d) EzBAUBTION OF AD•INI/If'RATIVE REIIEDIEs.-As wed in thi1 
M1floft, adminiltrative remedies 1h8ll be tlee-TMd to be twhausted u~ 
the eaJpiration of90 day1 after the date the adminiltrative COf'!'f'lalntl 
were filed with the SeC'I'ettlry or '11Jit11. an Agency with whsc11. thr 
Secretary hal an agreement tiAUler 86Ction 1ft(A) if, with.in IUCA 
period the BecMtwy or IIUCA Age11Cff:-

1c(1) iii'UeiJ a determi'Mtien t1!at IUCA Government tMUler unit 
hal not fall«l to comply with tAil A at; or 

"(I) fail6 to il~t~e a iktermimtion on"'"'"' complaint. 
"(e) ATTORNEY Fzza.-l'n fm1!J action tmtler t11.il section to enfo'I"C6 

I6CtioA 1ft(a), the lJO'U'I't, it& it8 diiC'I'etion, may oJlO'IIJ to the prevail­
ing party, ot1&6r than the United Sttttu, reuO'I'I.abk 4tt01"fle!J feu, and 
t"M United State1 •Mll be liable fO'J' feu and costl the same u a privattr 
penon. 
"SEC. 115. INVESTIGATIONS AND COMPLIANCE REVIEWS. 

"By M aroh 91, 1977, the Becreta"'!! •hall promulgate n~~gvl4tionl 
establillring-

" ( 1) n~~uonabk and apecific time limit~ (in no event to efi6C8ed 
90 days) for the Secretary to conduct an. inmutigation and make 
a finding after receiving a comp~nt ( deacnoed in 1ection 
1B4(tl)), a determiMtion. by a State or local adminiltratit•e 
agenC'!J, or otlter information Nlating to the pouihle violation of 
th~ • • ""of t!lM Act; 

onalJk and Bpeeific time limitl for the Secretary to 
c 1 and review• ( i'N1lwli'llf irwestigations of al[,ega­
tiOM) relatiflg to fH?.Uible violati.onl of the proviliom of thil Aat. 

The regtilatiom prtJ'I1'iAilgated pumMJnt to paragraph. (1) and (I) 
1luitl also eatablilh reuonabk and 1pecifl,c time limitl for the Sec­
retary to adviae any com'Elainam of the ltatua of hu irwutigation, 
audit, or Nview ofanr fJllegation of violation of 1ection JBB(a.) or 
any other p1'0'1Jirion of thil Act.". 

{c) JuDICIAL REYIIW.-Section 1.43(a) (relating to petitiom for 
jud.:cial review) ia ~ by 1triking out "recei"'" o notice of toith­
holding of payment~ undefo leCtion 104-(b) or 11J3(b)," and in~erting 
in lieu tliereof "receivu a notice of tcithl&oldmg of paymAJ'ntl tmder 
aection104(b) or 1B3(b) adetermimtionuttder~tionJBB(b) (3) (0) 
that payments be BU~pe,ukd, or a deUJmi.Mtion under 1ection 111 
(b) (3) (D) that payment~ be tef'tnMnatetl,". 
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SEC. I. ACCOUNTING AND AUDITING PROVISIONS. 
Section 113(c) (Nla"ng to accotmtiftg, aculitiftg, and e'Oalvation) 
il~dr-

(1) by r~"ff paragraph (I) tU paragraph (9), and 
(~) by striking out paragraph (1) af&d imming in lieu tlurrtwf 

the foll~wing MW ~pha: 
"(1) fNDEPENDEN'l' 4UD1'1'8.-Each l)tat~ gO'Oemme'll.t and un.it 

oflocol gO'Oe'1"MTTMMt which ewpectB to recewe ftMWh un.tkr rub­
title A for (Jf1.11 entitlement ~riod begif'Wiing 0t1. or after J0111JU­

ary 1, 1977 ( otl&8r th0111 a f?O'Oe'1"1111'M1'1t to which at1. electifm t.mtkr 
paragraph (B) applies wath respect to BUOh ~period), 
shall havtJ an inile~ndent audit of it.~ Btatementa con­
ducted for the purpose of de~ complimt.oe 'IJJith thia titk, 
in accordanc~ 'IJJith generally actJBPt«l aculiting standartU, Mt 
leu oftm than on.ce (!AJerg 3 yean. 

"(I) EuorioN.-Ptlf'tlgf'Gph (1) s'hall Mt apply to OA'!J State 
or «mt of locol gove1"11.f11M&t wh086 (irulncialstatementa are audited 
by indePMttJmt aculiton tmder Sto.U or local law Mt lea of~ 
than e'Oery ~ yBant: ij (A) IJ'Uc.h gO'Oemment makea an eleetum 
under thiB paragraph that the provisioftl of paragraph (1) shall 
Mt apply, CINl (B) B'UCh governmumt Olrlifl,u t'Mt B'UCh atMlitB 
under State or local latto will be condooted ita a~Me 'IJJith 
generally acCtJpted atMliting standards. Such ekction shall iMltMle 
a brkf ducripti0t1. of the av.diting standard~ to b6 applid. Svch 
tJlectiim. shall apply to avditl of jt.frt,tU recrived uftder ~titk 
.A for Bf.lch entitlement ~ tU are specifi«l in B'UCh election 
Mill t11 to which B'Uch State or local l4w tltllliting provUilwu aN>. 
apClica.bl~. 

'(.f) SEBIEB o, 4UDI'l'8.-lf a 1eriea of at«litB cof&ducted O'Oer a 
periOd not eaJCeeding .f ftacaZ years coverB, in the aggNgate, aU 
of the funds of accownta in the finaMial activity of B'UCk a pO'O­
ernmeftt, then B'UCh seriu of auditB Bhall be treated tU a nn,gl/1 
audit for pu~u of paragraph (1) af&d pamgraph (I). 

"(4} EN'l'l'l'LEIIEN'l'B UNDER $25,000,-
"(.A) Th6 Ng'UiNmenta of paro.gro.pll, (1) B'hall not apply 

to a l{laU gO'O~mment or ttnit oflocdZ gO'Oemmtmt for any 
P.cal THJriod in which BUCh gO'OemfMf&t Neei'Ou leBB than 
m.poo of fur~d.a mad~ a1JO.ilable t.mder I'Ubtitle A, u'llluB Btib­
fJfWfl9rapll, (B) appliu for auch ftacaZ peri_od. 

"(B) In the ctUe of a fiscal period tohicll, i1 described ita 
8'UJJparagraph (A), if State or l~col la1o reguiru an audit 
of such g&HmfMf&t's financial statement•, then the cof&dt.UJt· 
ir~g of tlf.lCh audit shall c01r1titute compliance 1oith the Ngt~iN­
mentB of parvvn•aph (1). 

"(6) W .AJVEil.-Tl&8 Secretary may 'l.oaive the Nguiremeftta of 
paragraph (1) 07' paragraph (S), in whole or in part, with N· 
spect to any State government or unit oflocol gO'Oemment for any 
fllcal period a11 to 1.ohich he finds (in accordance 'l.oith Ngvlationl 
prucribed by th~ 'Secretary) (.A) that the flnan.cial acC{Jf.lftta of 
B'UCh gOfJe1'ftmentlt for B'UCh period aN n.ot nvditahle, and (B) that 
auch government d6'TIWMtratu B'Ubstafttial progress tmoard mak­
ittg auch financial accountB auditable. 

17 

"(6) OOOBDINA'l'ION Wl'l'H OTHER I'EDERALLY REQUIRED AUD/'1'8.­
A~ audit of the fif'l.afteial staterMnta of. a State governmlftt or 
umt oflDcal g~ for a fl,8col ~riod, cof&dvcted in accord­
ance with the provision~ of any Federal law other than thu title 
Bhall be accepted tU an audit which aatutiu tlu ~NmM&ta oi 
paragraph (1) with respect to the '/liJcal ~for 'l.ohich Bf.lcA 
atuiit u cof&ducted, if B'UCh audit ati6sta'll.tially compliu with the 
ref!UiNment• /or audita cof&dt.UJted under paragraph (1). 

"(7) AUDI'l' OPINIONB.-.A..Ay opifliona rendered toit/t rea~ct to 
audita made pu'1'8'1.«lnt to thi8 Btibsection shall be provided to the 
Secreear,. in auch form ON/, at B'UCh timea tU he may require. 

"(8) OOIIP'l'ROLLI/Il (}EN.Illl4L 8BALL REVIEW COJIPLIM\"CE.-Th6 
Comptroller General of the United States shall make such N­
'IJiewl of the work tU dOM by tlte Secretary, the State gO'Oern­
mmta, af&d the units of local govemment tU may be t&Rcusary lor 
the OO'II.{/1'Us to (!AJaluate compliaMe and operation~J under tltia 
title.". 

SEC. 10. MISCB££ANEOUS PROVISIONS. 
(a) BuooEI' Aor.-IA accO'I'dohl,oe with 16Ction. .4()1 (d)( I) of thtJ 

Oongreuional Bvrlget Act o/197-l (31 U.S.O. 1351(d) (I); 88 Stat. 
S97, 318), ~1eotion8 (a) aM. (b) of NCtion ¥J1 ofi'UCh .Act shall n.ot 
apply to this Aot. 

(b) D.llFINI'l'ION OF "UNIT oF LocAL Govi/UIIEN'l'".-&ction 108(d) 
(1) (defining "vnit pf local g~) i1 amended by strilcing out 
"mtm.icipality, totDNhip, tw oi'Mr tlflit of local governm6flt beloto the 
State 1ohich ia a UAil of gfJrt.ef'tll, gO'Oernf'IIM&t" af&d if1.86rting in lifu 
tl&8Nof "tn~Unicipality, or totomhip, 1ohich ia a un.it of geneNl gowm.­
meftt belpw the State". 
SEC. 11. STUDY OF BBYENUE SHARING AND FBDEBALISM. 

St.d>title 0 (relating to general ~) ia llm6ftde4 by alldiftg 
at the end thereof 1M following ne1o BeCtiO'II.: 
"SBC, Ill. STUDY OF REYENUB SHARING AND FBDBBAUSM. 

"(a) 8'l'UDY.-Tl&8 .Ad'IJiaory Oommi.laion on lntergO'OemtMf&tal Re­
lation~ sltall lflud'!f and e'Valua:te th~ .Americaft F~deral ftaoal qBtem 
in terms of tltJ aZ'tocatioi.. and coord~ of public resources among_ 
Federal, 8tattJ, MtdlpcaZ gO'O~ iftc'lvdiftg, but not limited to. 
a •fludy and e-valuation oJ-

"(1) the allocatitm and coordination of talrJing af&d 8p6fl.(lmg 
authoritiu bdwem lt'Nla of govemment, ituiiNdin.g a com1pariaon 
of otlter Federal Go'Oernment syBtema ,• 

" (B) State and local governmental orga~ from both 
'"fPll and operatiqnsl vi6wpoint1 to detetmine how gBMfVil l.ocal 
g_ove1'1'1m6ftta do and ought to relate to each otl&8r, to apecial 
diatrictB, af&d to State gO'Oernmmta in term& of ~ tind fl­
MIICing f'681101&8t"bilitus, fJ8 'l.o~Tl as an.,.,~ation and itaCOrpora.tion 
rt~~110fVibilitiu: 

"(.f) the effectiveMM of Federal OOtlemf'IIM&t stabili.ati0t1. 
'POliciea 0'11. State Ol1l1l local area~J and tlte effectB of Stat~ and 
7 oca1. '/liJcal deciaiona 0'11. (l.f1{11'6gate ect>1l01nic actimt,t; 

"U) thtJ legal cmd operationlll a1p6Ct8 of citiuta parlicipaion 
in Fed~ral, A~tau, and local g0'061"MTUJntal f/,8cal decUiofu,-
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"(5) ftn'C61l~ly to affect the fltlturl!l of liN A~Mrie<m Federal 
q•tem in the iAtwt-term aflll ltw&g-term fvWN fllld fH!•Bibk ad­
jwtment~ to ~Veh -r•um, if ang, which mtJY be duirable, in light 
of future de-velopmima. 

"(b) 0(J(JPIB.trroN Olf OrBWB Ji'nwBAL AowNorwa.-
" (1) Each department, agency, and imtf"t.IIMf&tality of the 

F«leNl 001Jemment il authorized and directed to fumuh to the 
O(Jf'11111'fUrion, upon reqvat made by the Ohaif'f'IIMI., and to the e. 
Unt perrMtt«l by laM a'fld. within the limitl of available ft/Nll, 
8t1Ch data, reportB, arid other infDf"m~Jtion a1 the Oommi11ion 
deem~ necu1ary to carry out iU ftJN:tJitml urukr thil 16Ction. 

"(B) The head of each department or agmcy of the Federal 
G01J~ il authorised to p1'0'UUU to the 001'17A11ilaion IUCh lerv­
icu a~ the OO'I'MT!i.lrion 1'6tJ'IMU on BUCh bam, reimbu1'1able and 
otla.err.oiH, u miJ.Y be agreed betto6611. the department or agency 
and the OhaJ,f'm4#1. of the 0~ Alllti.Ch NfJ'f.U'tl 1hall be 
made by the Ohaif'm4#1. of the OommiiNm. 

"(3) TluJ AtlmMi8trator of General Servicu 1hall prtwiik to 
the O~rion, on a reimbur1ahle bw, IUCh admifliltrative 81Vp­
port 1enJicu a. the Oomf'TiiMion may reqt.tat. 

"(c) RwPOna.-The 001'fiA'Ifillion 1Mlli'Ubmit to the Pf'Uide1tt and 
th6 Oongru1 tJVCh interim reportl a~ it deef1Ul advi1able, crrul not later 
thoo three yean after the dav on which tluJ flm appropriation ii11'Ulde 
availa!Jle wnder l'fib1ection (d), a "ft'Nil rqJort ticintalni-nq a detailed 
1ta.tem.ent of the flndmgl and concltuiom of the Oomm,im,011., together 
with ~t~eh recomrne11dationl fqr Ugill4tiott. t11 it deem~ advWable. 

"(d) AurHoBiz.trroN oF APPBOPIIlArroNa.-There are authoriud to 
be approprilltetl to the Oorn.miuitm, eff~ with the f/Acal year be~ 
ning OotoiJif' 1, 19'1'1, ~t~eh IUm-8 a. may be nsce11ary to Cat7"!f out tAe 
pt'O'VilioM of thillection.". 
SEC. IJ. PROHIBITION ON USE FOR LOBBYING PURPOSES. 

Section 119 (relating to miloellaneOUI ~) il ~ by 
.Uirlg at the end tMre:of the fo~ new l'fibi6Ction: 
"(~) PBOHIBlf'ION OF TJ BE FOR LoBBY INO PuBPOUB.-N o StaU g01Je'f"rr;-

. ment or ooit of local gov~ may use any pori of the fum,dl it re­
MWI UfUkJo IUbtitle A for the 'f1Ut'P08e of lobbying or plhM activities 
intend«~ to in:fl~Me arty legillatitm regarding tluJ ~ of thil 
.Act. F01' the purp01e of tAU I'Ublection, due~ paid tp National or State 
fJIIooiatitmB alwll be deemed Mt to have bun paid from /tJNll received 
t.mder l'fibtitle A.". 
SEC. 11. EFFECTIVE DATES. 

(a) Eu~t aa othef"'.Diie pt'O'Vi4ed in this Act, the amend~ made 
bJI t'Ail .Act •hall apply to tmtitlement pef'iofh beginAiflg on or afw 
J QIII,U(lf"JJl' 1977. 

(b) The Q111WJf11Jment made by 1tction 11 talwJ effect on F~ 1, 
19'1'1. 
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And the Sen&te agree to the same. 

JAcx BBOOx.s, 
L. H. F OUNTAIN, 
DoN FuQUA, 
EnwABD MEzviNmT, 
BABBABA JORDAN, 
JoHN BUBTON, 
RoBERT F. l>uNAN, 
Flt.&lfJ[ HoRTON, 
JoHN W. WYDLEB, 
~CE J. BROWN, 

N aMf/61'1 on the part of the H O'Uie. 
RussF.LL B. LoNo, 
HERMAN TALHAOOE, 
GAYLORD NELSON, 
Miu G:uvu., 
w. D. HATHAWAY, 

PAUL FANNIN, 
CLDT liANSBN, 
Boa PAcxwooo, 

N (l;fl(I1J61'1 on the part of the Senate. 



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE 
OF CONFERENCE 

The man~rs on the part of the House and the Senate at the con­
ference on tlie disagreeing votes of the two Houses on the amendment 
of the Senate to the bill HR 13367 to extend and award the State and 
local Fiscal Assistance Act of 1972 and for other purposes, submit 
the following joint statement to the House and the Senate in explana­
tion of the ett'ect of the action agreed upon by the managers and recom-
mended in the accompanying conference report: · 

The Senate amendment to the te:r:t of the bill struck out all of the 
House bill after the enacting clause and inserted a substitute text. 

The House recedes from its ~ment to the amendment of the 
Sen&te with an amendment whioh is a complete substitute for the 
Senate amendment, and the Senate agrees to the same. The differences 
amon,r the Honse bill, the Senate amendment, and the substitute 
agreed to in conference &re noted below, except for clerical corrections, 
confonning changes m&de necessary by agreements reached by the 
conferees, and minor drafting and clarifyiiig ~ 

SHORT TrrLz 
Howe biU 

The House bill is entitled the "Fiscal .Assistance Amendments of 
1976." 
Smats amendf'l1,6nt 

The Senate amendment is t>ntitled the "State and Local Fiscal .As­
sistance Amendments of 1976." 
Conference mbltitute 

The conference substitute is the same as the Senate amendment. 

AloNDXENT OF 1972 AOT 
H01l8e biU 

The House bill provides that all references to "the Act" are refer­
ences to the State and Local Fiscal Assistance Act of 1972. 
Senate amM&dment 

The Senate amendment provides t.hat all references to section num­
bers are to section numbers of the State and IAC&l Fiscal Assistance 
Act of 1972, as amended. 
Conference stibltitute 

The conference substitute is the same as the Senate amendment. 

EI.uuNATION OF EXPENDITURE CATJ'AJORD'.S 

The Honse bill, the Senate amendment, and the Conference substi­
tute provide in section 3, that section 103 of the Act is repealed and 

(21) 
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section 123 (a) of the Act is amended by striking out paragraph ( 3), 
thus eliminating the expenditure categories of the 1972 Act. 

ELIMINATION oF PROHIBITION ON UsE OF FuNDS FOR MATCmNG 

The House bill, the Senate amendment, and the Conference substi­
tute provide in section 4, that section 104 of the Act is repealed and 
that section 143 (a) of the Act is amended by striking out the words, 
"104(b) or," thus eliminating the prohibition on State ·and local gov­
ernments against the use of revenue sharing funds to match Federal 
grants received under other programs. 

AMOUNT 01' FUNDING 

H O?.t8e bill 
The House bill provides for an annual basic entitlement of $6.65 

billion and noncontiguous State adjustment of $4,780,000. The chart 
below summarizes the House funding level provision for each entitle­
ment period. 

(In millions of dollars( 

Entitlement period Basic 

House bill 

Noncon· 
tiguous 1 Total 1 

(8) Jan. 1, 1977 to Sept. 30,11»~.•·---~-- ·-·· ·-~·---·•·••··•·r· 4, 987. 5 3. 59 4, 991.09 
(9) Oct. 1, 1977 to Sept. 30, 1tl'l .....•••.. --- ------ -· -------- ------ 6, 650. 0 4. 78 6, 654. 78 

(1Q) Oct.1, 1978 to Sept. 30, 1179....... ... ........ ...... . . .... .... 6, 650. 0 4. 78 6, 654. 78 
(U) Oct. 1, 1979 to sept. 30, 1910 ••••••..••••. •• ~-·-·---··-----,--~ __ 6:...' 6_so_. o ___ 4_. 7_8_--:-6:-, 6-::-54::-. -:-::78 

t.lll .. -------------------------------------- ---------· -- . . 24, 937. 50 I 17. 93 I 24, 955.43 

1 Rounded to the nearest 10,000's. 

Senate amendment 
The Senate bill provides the same basic funding level as the House 

bill but includes a $200 million annual increment. The chart below 
summarizes the Senate funding level provision for each entitlement 
period. 

(In thousands of dollars( 

Senate amendment 

Noncon· 
Entitlement period Basic tiguous 1 Tota1 1 

3. 59 4, 991.09 ' 
4. 92 6, 854. 92 
5.07 7, 055.07 
5. 21 7, 255. 21 
5. 36 7, 455.36 

(8) Jan, 1, 1977 to Sept. 30,1977........... ... . .. . ..... . ........... 4, 987. 5 
(9~ Oct. I, 1977 to Sept. 30, 1978. ...... . ........ ..... ... .......... 6, 850. 0 

ll Oct. 1, 1979 to Sept. 30, 1980 •••• .••••. .•••••..• ,.............. 7, 250.0 

5. 50 7, 655.50 

129.65 I 41, 267, 15 

~
10 Oct. 1, 1978 to Sept. 30, 1979............... .............. ..... 7, 050.0 

12) Oct. 1, 1980 to Sept. 30, 1981.... .............................. 7, 450.0 
(13) Oct. 1, 1981 to Sept. 30, 1982 ... . ----·--· -- ------ -------------- __ 7,_6_5o_. o---:-:-:---:-:-:::::-:-: 

TOIII.--------------------··----------------- -------·-····· 41,252.5 

1 Rounded to the nearest IO,OOO's. 

Conference sUbstitute · 
The conference substitute differs from both the House and Senate 

provision. The dollar amount of the entitlement was raised fr~m 
$6.65 billion annually to $6.85 billion annually after October 1, 19t7. 
The chart below summarizes the conference substitut~. 

(In thousands of dollars( 

Conference substitute 

No neon· 
· Entitlement period Basic tiguous ' Total ' 

3. 59 4, 991.09 
4. 92 6, 854.92 
4. 92 6, 854.92 

(8) Jan. 1, 1977 to Sept. 30,~. ---"-•••--,. •• ; ••••••• , •• 1••.• 4, 987. 5 
(9) Oct. 1, 1977 to Sept. 30, •-----;-----•---•---·-·--•·---- ---- 6, 850. 0 

4. 92 6, 854. 92 

I 18, 35 I 25, 555.85 

(10) Oct. 1, 1978 to Sept. 30, --•------·•·--··-·'---•·••------"' 6, 850.0 (11) Oct.1, 1979 to Sept. 30, 1910 •• ••• ___________ ____________________ 6,_8_50_. 0-------:-:-=---

Total. .•••••••••• •••••• · · ···------------------· •• . • •••••• •• 25, 537. 5 

1 Rounded to the nearest IO,OOO's. 

LENGTH OF RENEWAL PERIOD 

li 01.t8e bill 
The House bill extends the program for 3%, years: January 1, 1977 

through September 30, 1980. The three-quarter year segment syn­
chronizes the program with the Federal government's new fiscal year, 
which be£{ins on October 1 each year and terminates on September 30 
of the following year. 
Senate amendment 

The Senate bill extends the program for 5%, years: January 1, 1977 
through September 30, 1982. 
Oonference substitute 

The conference substitute is the same as the House bill. 

METHOD OF PAYMENT 
H 01.t8e bill 

The House bill uses an entitlement procedure in lieu of the author­
ization-appropriation procedure followed in the 1972 Act. The Con­
gressional Budget Impoundment Control Act of 1974 contains a 
provision permitting the enactment of spending authority by way of 
entitlement. Use of the entitlement procedure guarantees the provision 
of funds at the stipulated amounts for each of the entitlement periods. 
Senate ~ndment 

The Senate bill makes no change from the House entitlement 
provision. 
Conference s.Ubstitute 

The conference substitute is the same as the House bill. 

SEc. 5(b)1-NoNcONTmuous STATE ADJusTMENT AMOUNTS 

II 01.t8e bill 
Present law provides that noncontiguous States which benefit under 

the 3-factor formula for allocation of funds among States benefit from 
the noncontiguous-State adjustment. The adjustment provides that 
the States of Alaska and Hawaii will receive increased amounts which 
reflect differential cost-of-living adjustments available in other laws. 
The adjustments, however, may not exceed the amount of funding 
annually provided. 

The House bill continues to apply the noncontiguous State adjust­
ment to the 3-factor formula of present law, and provides that funds 
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of up to $4.78 million be made available for entitlements ($3.585 mil­
lion for the period January 1, 1977 -September 80, 1977). 
Senate amendment 

The Sen&te amendment applies the noncontiguous State adjustment 
to both the 3-factor and 6-:factor formulas !~1yrnt law and provides 
that the entitlement funding of up to U-9 · ·on be available in fiscal 
year 1978. The funding grows through the renewal period to $5.1S 
million in fiscal year 1982. 
Oonfer6AC6 BtibBtitute 

The conference substitute applies the noncontiguous State adjust­
ment to both the 8-factor and 5-faetor formulas, and provides entitle­
ment fundi.n,r of up to $8.585 million for the 9-month period 
January 1, 1977-September 80, 1977, and $4.924 million for fiscal year 
1978, 1979, and 1980. 

STATZ ~ANC;JJ OF EJTOBT 
HO'UBe bill 

Present law requires that for any entitlement period beginning on 
or after July 1.z 197~1 a State government's revenue sharing payment 
will be reduce<l by t!le amount which the average of local transfers 
from its own sources for that period and the immediately preceding 
period is less than the similar total for the one year period beginning 
July 1,1971. A two-year moving average is compared against the base 
year amount to measure compliance. 

Present law allows adjustments in the base amount (one year be­
ginning July 1, 1971) to reflect State assumption of new expenditure 
categories or the ~nting of new taxing powers to local governments. 
Special rules are also provided for the two entitlement periods be­
gmning July 1, 1978, and July 1, 1976. The House bill requires that 
States maintain their inte~vernmental transfers at fiscal year 1976 
levels, or the most recent similar one-year period prior to 1976 for 
which data is available. 

The Senate amendment provides that State governments must main­
tain a 2-year average of their intergovernmental transfers to localities. 
This average must ~ual or exceed the average of such transfers for the 
immediately preced.iilg 2 years. In both instances the period of time 
to which the requirement applies is the State's fiscal period, and the 
information to tie used is the most recent data which is available. It is 
expected that the Secretary of the Treasury will rely on the Bureau 
of the Census to collect such information on intergovernmental trans­
fers and applf. procedures which will identify transfers made by the 
State out of 1ts own resources. Also, the amendment provides that 
where the Federal government assumes a local responsibility which 
was previous!Y funded (in whole or in part) by the State, such trans­
fers by the State are not to be included m the application of the 
maintenance of effort requirement. The amendment further I>_rovides 
for a special rule for th.e 9-month period Janua.ry 1, 1977-8eptem­
ber 30, 1977. 
OonfertmtJ6 Btibatitute 

The conference substitute adopts the Senate provision. It is under­
stood that the provision for the situation in which the Federal Gov-

I 
1 

I 
l 
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emment assumes such a responsibility is not to be construed to be 
encouragement of such Federal action by the conference agreement. 

"l'DATHENT OF WAIVERS BY INDIAN TRmEs AND ALAsKAN 
NATIVE VILLAGES 

HOU88 bilZ 
No provision. 

86'114t6 amendmMit 
Under present law, waived entitlements of cities and townships go 

to the couno/ government; waived entitlements of Indian tribes and 
Alaskan native vil~ to proportionately to county governments and 
all cities and townShips. The Senate amendment provides that the 
waived entitlements of Indian tribes and Alaskan native villages are 
to go to county governments, as waived entitlements of cities and 
townships are now treated. 
Orm/6f'tlffM iJUlJdieute 

The conference substitute follows the Senate amendment. 

SEPARATE LAw E~ROEHENT OFFICERS IN LoUI8IANA 

HO'UBe bill 
No provision. 

8 e'fl4t6 amef'ltlm6.nt 
Under present law, the office of sheri! for each of the Louisiana 

parishes is not treated as a unit of local ~vernment eligible to receive 
revenue sharing funds. The Senate amendment provides that, except 
in the parish of Orleans, the office of sheriff is to be treated as a unit 
of local government eligible to receive revenue sharing funds. This 
oftice is to receive 15 percent of what would otherwise be the entitle­
ment of the pa.rish government. The entitlements of the parish govern­
ment and tlie State government each are to be reduced by llalf the 
amount going to the sheri1f. 

0mutBNCY OP DATA 
HOU8e bill 

No provision. 
Senate a1M'/Ulment 

Under present law, the data to be used must be the most recently 
available, and where such data provided by the Bureau of the Census 
are not current enough or not comprehensive enough to provide equit­
able allocations, the Secretary may use additional data, including data 
based on estimates as provided by regulations. Present law alsO ,pro­
vides, except as provided otherwise by- regulations, that com,putations 
of allocation for an entitlement period oo made 3 months pnor to the 
~g of the entitlement period. 

The Senate amendment provides that the Secretary must use tax 
data which relates to the period ending before the entitlement period 
in question. Thus, the Secretary must use tax data throughout an en­
titlement period without introducing new data (e.g., for a more recent 
period) until the beginning of the next entitlement period. 



OtMftJNMBitdJ~titvU 
The confereooe substitute adopts the Senate provision. 

Lur:rr.&TION ON .An.rmrnoNT OF PAYXENTB 

HQ'Uile bill 
No provision. 
S6'Mt6~ 

Present law provides that the Secretary may make payments on the 
basis of estimates. Proper adjustment is to 6e made if governments 
are under or overpaid. 

The Senate amendment prohibits the Secretary of the Treasury 
from decreasing a payment previously made to a recipient gonrn­
ment, unless the Secretary makes a demand for such payment within 
a year after the close of any entitlement period beginning on or after 
January 1, 1972, 

Also the amendment _prohibits increasing a payment unless the 
recipient government makes a demand for suCh increase within a year 
after the close of any entitlement period beginning on or after 
January 1, 1977. 
OM/~ Mlh•tiJtM 

The conference substitute modifies the Senate provision so that in­
creases or decreases, demanded by the Secretary or recipient within 
one year after entitlement periods beginning January 1, 1977, be 
funded out of the State reserve fund provided for in the conference 
substitute (described below). Deficiency amounts in dispute for the 
period January 1, 19'12-December 80, 1976 are to be recaptured 
through the adjustment reserve fond. It is understood that the con­
ference substitute does not ~reclude the closing of the data for an 
entitlement period by administrative action and does not require the 
Secretary to make adjustments to entitlements on the basis of data 
more current than otherwise required under the currency of data pro­
vision in the conference substitute (described above). 

HtJWebill 
REURVE8 FOR .An.rmrnoNTI 

No provisions. 
8tJMte~ 

Under present law, the Secretary must make at least quarterly pay­
ments to recipient governments, and may adjust amounts to recipients 
resulting from over and underpayments and has set aside a national 
reserve fund for such purposes. Under the Senate amendment, the 
Secretary may reserve up to 0.5 percent of each State aNa's entitle­
ment to pay adjustment amounts in each entitlement period. 
Otmf~ Mlh•em. 

The conference substitute adopts the Senate amendment. 

Pmu.to p AllTICIPA.TION PJaomn:ONB 

H O'I.Ule bill 
REPORT ON USE OF FUND6 

Present law requiree that reports on planned and actual uses of 
revenue sharing fonds be published in a newspaper of general circula-

tion before and after each entitlement period. The reports are also 
provided to the ~ of the Treasury. 

Section 8 of the House bill requires a recipient government to report 
to its constituents on the proposed uses of fundS received under this 
Act and also expands the content of the report required under the 
present law on tlie actual uses of funds. 

The pro~ use (designated "planned use" in the 1972 Act) pro­
visions requires State and local governments which expect to receive 
funds under this Act to submit ~roposed use reports to the Secretary 
of the Treasury (who, in turn, IS responsible for providing such re­
ports to the respective Governors) for entitlement periods beginning 
on or after January 1, 1977. Such governments are required to report 
on how they expect to spend their entitlements, to provide compara­
tive data on the use of such funds during the two immediately pre­
cecli.q entitlement periods, and information on how ~ current, 
and tlie proposed use of the funds relate to relevant functional items in 
the recipient government's budget, It ~uires further that the report 
also indicate whether the pro~ use is for a new activity, to expand 
or continue an existing activtty, or for tu: stabilization or reduction 
purposes. The Secretary is to prescribe the form and detail of the 
report in addition to th.e time when it is to be .filed. 

The bill J»rovides that each report on the use of funds, which must 
be submittea to the Secretary of the Treasury (who, in turn, would be 
responsible for providing such reports to the respective governors) 
as well as published loca.lly and made available to the public for in­
spection and reproduction, is to include the following information: 
how the State or loe&l unit of government's entitlement was spent or 
obligated; the relationship of these funds to the relevant furi.ctional 
items in the recipient government's budget; and an explanation of 
differences between the proposed use of fUnds and how the funds were 
actually spent during the entitlement period. 
Senat8~ 

Section 7 of the Senate bill requiree each recipient government to 
prepare a planned use report showing a summary of the entire budaet 
for such government's previous, current and coming fiscal periOOs. 
It also requires for each fiscal period a statement of the amount of 
funds made available under this Act, in addition to other source& of 
funds, and of total expenditures. 

The Senate bill does not provide for a separate report on the use 
of funds. 
Committee ftih1titute 

The committee substitute requires a report on the use of funds by 
each State and local governmt>nt which receives funds under this Aci. 
That report, which is to be submitted to the Secretary at the close of 
the recipient government's fiscal ~riod and which is to be available 
to the public for inspection, must sh!>w the amounts an~ purposes for 
which the funds have been appropnated, spent or obhgated and the 
relationship of those funds to the relevant functional items in the 
government's budget. In addition, this reeort must identify the dif­
ferences between the actual and proposed use of such :hmds. The 
Secretary is authorized to prescribe the form and detail of the report, 
as well R8 the time when the report is to be filed. 



The Secn;tary is req!lired to furnish copies of reports on the use of 
funds ~bDUtted by um~ of local government to th.e governors of the 
respective Sta~ m "!hlch such governments are located. It is ex­
pected. that t.hlS reqwrement could be satisfied by transmittals of 
laseiDllle. copies ~e.g. a photocopy or photoreduction such as micro­
fiche) o~ m machine readable fonn. The manner in which they would 
be proVIded would be agreed upon by the Secretary and the GOvernor. 

Houae bill 
Pmu.JOATION 

President ~aw req_uires that. reports on planned and actual uses of 
~venue shanng fwids be pubhshed in a newspaper of general circula­
tion ~fore and after each entitlement period. The reports are also 
pl"'Vlded to the ~ecretary of the~-

The House hill ~Ull'e8 publication m a ~neral circulation news­
papet: ~e pro~ use report together with a narrative summacy 
explammg the entire proposed bu~t and notice of the time and 
pia~ for a hearing on the budget 30 Clays before the pre-budget hear­
Ing IS !o be held. Th~ bu~t document and the .Pubhshed report and 
narrab':e summary ,18 !n De ~vailable for public ins~tion and re­
produc~I?n at the prmc1pal governme~tal office and _in public libraries. 
In !Lddition, the proposed use report Is to be subDllttea to the metro­
pohtan area planning organization if the local government is located 
within a metrotM>litan area. 

After adoption of the budget, each recipient State and local unit 
of government i:s required to publish {in a general circulation news­
paper) a narrative summary of the bu~t explaining changes made 
from the proposed budget and the relation of funds received under 
this Act to items in the budget. In addition, the bud~ summary is 
to .be .made available for public inspection and reprOduction at the 
pnnc1pal office of the government and the public libraries. 
~e Secretaey is authorized to waive publication requirements if 

their cost would be unreasonably burdensome in relation to entitle­
ments received under this Act. or if such publication would be im­
practical or infeasible. 
Senate mMndfMftt 

The Senate amendment would require publication of the planned 
use report in a newspaper of general circulation prior to the required 
hea~ for each recipient government. This publication is also to 
provide notice of the time and place of the public hearing. Publica­
tion is not required if its cost exceeds 15 percent of the government 
entitlement or if such publication were impractical. 
Oonference 8'Ub1titute 

The conference substitute requires each State and local~[<>vemment 
which expends funds received under this Act in any fiscal period on 
or after January 1,1977. to take the following actions: 

A. at least 10 days prior to the budget hearing-
1. publish in at least one newspaper of genf'ral circulation. the 

proposed uses of such funds to~ther with a summary of its 
proposed budget and a notice of the time and place of the budpt 
hearing; and 

2. make available for inspection by the public at the principal 
offi.ce of the State or local government the proposed use of fwids, 
tog:e~er with a summary of i.ts pro~ budget; and 

B. w1thin 30 days after adoption of 1ts budget as provided for 
under State or loeallaw-

1. make a summary of the adopted budget, includin.l{ the pro­
posed use of funds made available under this Act, available for 
inspection by the public at the principal oftice of such State or 
local government; and 

2: publish in at least one newspaper of general circulation a 
notice of the availability for inspection of the information re­
ferred~ immediatell abOve. 

. 'Ihe ~rements specified in the Act for making available certain 
mformation for inspection by the public at the principal oftice of the 
State and local governments are intended to be the minimum re­
quirements. It is expected that the documents referred to would 
~ol'lll":llY be made ava~able at other public places, including public 
hbranes, for the convemence of the public. 

The committee substitute authorizes the Secretary to waiye, in 
whole or in part, the requirements with ~ to the publication of 
the propoeed use of funds and the summanes where th.e cost of such 
publication would be unreasonably burdensome in relation to a gov­
f'rnment's entitlement~ or where such publication is otherwise im­
practical or infeasible. 

In addition, the 10 day requirement of the newspa~r publication 
requirement can be waived by the Secretary if applicable State or 
local law, which requires publication of a budget summary or a news­
~per of general circulation, will provide adequate notice to the 
c1ttzens. Were such a law to require such a publication 7 daya prior to 
the public heari.ng, it is contemplated that adequate notice would be 
available. A publication in an evening newspaper the evening of the 
hearing would not, however, be interpreted to provide ad~uate 
notice. It is understood there are some local governments rece1ving 
funds which are not served by a newspaper of general circulation. 
Also, it is contem.Piated that the Secretary will provide through regu· 
lation for situat1ons in which localities consolidate the. newspaper 
publication in a joint publication if such publication clearly identi­
fies each unit's proposed uses and bu~t summary. 

It is co'fttemplated in providing this waiver authority that alterna­
tive publication methods, such as makin~ the notice a part of water 
bills sent out generally, would be acceptable, and that the regulations 
of the Secretary provide for such alternative publication methods 
when publication is impractical. With respect to the test of unreason­
ably burdensome <'08t for waiver of the publication requirement, it 
is contemplated that were costs of publication to exceed 15 percent of 
a recipient's t-ntitlement, the publication costs could be deemed to be 
unreasonably burdensome. 

PUBLIO HEARIN08 
Home bill 

Recipient ~vemments are ~nerally required to expend revenue 
sharing funds in the same manner as they expend their own funds. 
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If S~ or local law requires a public heating on a recipient's bu~t, 
a hea~g on th_e expenditure of revenue sharing is also required. 
~he bill provides that a pl'E!-report hearing be held after adequate 

notice and at least 7 days before submitting a pro~ use report 
to the Secretary, to afford citizens, including specifically senior citi­
zenst an opJN)rtuni~ to provide oral and written comment on the 
po8Slble uses of entitlements to be received under this Act. 

A pre-budget hearing is to be held at least 7 days before the recipi­
ent's government budget is adopted. This hearing is to deal with the 
proposed use of funds received under the .Act in relation to the gov­
ernment'~ ent!~ budget. At this hearing, citizens, inclu~ specifi­
cally semor citizens, are to have an opportunity to provide written 
and oral comment and to have their questions answered. The bill 
requires that the hea~ be held at a time and place that will 
encourage public participation and be held before the OOdy responsible 
for enacting the budget. 
. ~e House hill authorizes the Secretary to waive a pre-report hear­
mg If the cost would be unreasonably burdensome in relation to the 
~ount of entitlement, and to waive the pre-budget hearing if the 
budget processes required under applicable State or local laws or 
~ha~ provisio~s assure an opportunity for public participation, 
mcludmg a heanng on the proposed use of revenue sharing funds. 
Senate amendment 

Senate amendment provides that each State and local government 
which receives funds under this .Act hold a public heating on its 
proposed budget at least 7 days before its adoption. Such hearing is 
to be held at a time and place convenient for general public attendance 
and citizens are to have the opportunity to provide written and oral 
comment to the bod:y responsible for enacting the budget concerning 
the use of these funds. Each recipient government is to be permitted 
to waive the public hearing requirement if it certifies that it will hold 
a public he~ at which citizens may give written and oral com­
ment upon adequate notice. The election must describe the hearing 
and reporting process as it relates to its own revenues and 
expenditures. 
OOAference stihatitute 

The conference substitute provides for both a hearing on the pro­
posed use of funds received under this .Act and a bud~t hearing. 

The hearing on the proposed use of funds is to be held, after ade­
quate public notice, not less than 7 calendar days before the budget 
of a recipient government is presented to the governmenta.l body 
responsible for enacting the bUdget. At this hearjng, citizens must 
have the opportunity to provide written and oral comment on the 
pOSsible uses of funds. It is contemplated that this first hearing would 
be held after adequate notice before the executive branch prior to its 
finalization of a oudget to be submitted to a legislative bOdy. 

The bu~t hearing is intended to afford citizens the opportunity to 
provide written and oral comment (to the body responsible for enact­
ing the budget) on the proposed use of funds received under this Act 
in relation to the govemment's entire budget. At such hearing, citi­
zens are to be given an opportunity to ask questions oonceming the 
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entire budget and the relationship of funds received under this Act 
to that budget. It is intended that meaningful efforts be ,made to per­
mit maximum citizen participation in the bud~t h~nng and that 
those officials responsible for h~ld.i!lg the hea~. will make every 
effort to respond to questions raiSed. The hearmg ,lS to be held at a 
place and time that permits and encou~ public attendance and 
participation. be · ed · h 1 The bearing on the proposed use of funds may wa1v m w o e 
or in part if the cost of such a req~ment wou!d be unreasonably 
burdensome in relation to funds recetved under this Act by any State 
~vernment or unit of local government. For example, we~ the ~ 
of such hearing to exceed 16 percent of the revenue sha~ entl~le­
ment, the requirement could be waived. The second p~bhc hearmg 
may be waived in whole or in part by the Secretary 1f ,the budget 
process, under generally applicable state or local law ~?-ieh gove~ 
the expenditure of a recipient's own funds, permits c1tJ.zens to fP.Ve 
written and oral comment on the pro~ u~s of reven_ue. sharmp: 
funds when a hearing ,is held on ~e ~1p1ent s budget. SimilarlY., ~f 
state or local law reqUires the publication of a summary of a recipi­
ent's budget, the Secretary may waive the J>Ublic~tion of the pro~ 
uses of revenue sharing funds if the publication were to prov,tde 
adequately for notification of the prop~ed uses of revenue sharing 
funds as contemplated by the general req111rement. . . 

The requirement for the budget hearing may be wa1yed m whole or 
in part if the budget processes required under appli~ble State ?r 
local laws or charter provisions assure the opportumtl. for Ifub~ 
attendance and participation contemplated by the proVISI?M o t h 
subsection and a portion of such process ~eludes. a hea~g on ~ e 
proposed use of funds received under thiS Act m relat1on to e 
government's entire budget. · 'red to 

In addition to this waiver aut~orit):, th~ Sec~tary,IS reqUI, • . 
promul~te regulations to deal With SituatiOns m. wh1ch a rec1p1~t 
government does not formally enact or adopt a ~le bu~t, as IS 
JZenerally contemplated in the general public he&~ requ~ents. 
Such regulations are to provide that information will be.proVIded to 
the public and nublic hearini!S will be held at s~~ pomt .m t~e devel­
opment of bu~et acts, appropriations, autho!!Zmg ~~l~ti~, etc., 
as to permit and encoul'&28 the type of pubhc parb~Ip&tlo~ m the 
authorization on exPenditure process intended by th1~ section .. For 
example. where a State Ie,nslature does not adopt a sm.gl~ omn1bus 
appropriation act. nublic hMri7'jl'S 'bflfore the appropnatlo~ com­
mittees of the two Houses prior to their actions on t~ execu~1ve p~­
posed bud~, are to constitute hearing consistent With the mtentlon 
of the requirements. 

NoNDISCRDIINATioN SECTioN 

TYPE OP DISCRIMINATION PROHmlTED 

H O'UIJe bilZ , • , 
The House bill broadens the p~.nt !'on!fi~rin:tinabon Pl'OV1:SIOn 

by addin2 further prohibitions a.~inst rt18t'nmmation on the b~s. of 
age, handicapped status, and religion. It directs that the prohib1t1<m 



~ ~~ion on account of race, color re1Uri or na­
ttonal ongm be mte~ in aooordance with Title 1Ltlliv VI, 
and VII of the Civ!J . f8 Act of 19M, Title vm of th~ Civll ~hts 
Act of 1968, and Title of the Education Amendme.nts Act of 1972. 
8e'l'l4t6 atm6nl.lment 

The Senate amendment is substantially the same as the House bill 
e;xcept for (1) some cla.ri~ language with~ to the licar­
tlo~ ?f the. Ci~ .~ts Acts m interpreting the prohibition~ 
~ous disenminat1on and ( 2) the prohibition aganst dscrimina­
tion on: ~'ll;Ut o! age will not take effect until the eCective date of the 
Ap Discnmination Act of 1976. 
Oonf~ ltilJBeitute 

The conference substitute is the same as the Senate bill except that· 
1. The pro~bition apinst discrimination on account of handi~ 

capped status 1s not to apply to construction projects comm~ced 
pnor to January 1, 1977. 

2. :.r'he provision ~ to discrimination on the ground of 
handtel!'pped &!&us sball refer to discrimination with respect to "an 
othei"WlSe qualified ha.ndie&pped individual." 

HOUM bill 
APPLICATION OJ' PROHIBITIONS 

The prohibitions are applied to all the p~ and activities of 
a government except those programs and activit-ies which the govern­
me~t proves,,by clear &!ld c:onvinc~ evidenee, are not funded in whole 
or m part, directly or irubrectly, wtth revenue sharing funds. 
86'Mte tm16Mmeflt 

The prohibitions are a:pplied to those programs and activities of a 
gove~ent which are (1) designated as being funded, in whole or in 
part, w1th revenue shanJlg funds, or (2) under all the facts and cir­
cumstan~ demonstrated to be funded, m whole or in part, with rev­
enue shanng funds. 

Oonf~ ltllJBHtute 

• The conference su~tute adopta the House provi9ion with the dele­
tion of the ":ords "directly or mdirectly". By this deletion, it is in­
tend~ ~at, If the recipient government demonstrates 1:7 clear and 
~vmcmg eVIden~ that the ehalleuge<i p~ or activity is not 
di~Jy funded "?th revenue sharing ftriuls, then that program or 
acttnty does not VIolate the nondiscrimination provision. 

AUTHORITr OJ' THE SECRETARY AND PROCEDURJIJ IN WITHHOLDING J'tTND8 

HOtuJebill 

The central ~ure ~ a trig~r mechanism whi~b determines when 
th~ Sec~ry Wlll begin comphance proceeciin,zs bv sending appro­
pnat~ notices to the no~complying recipit-nt& Such notification will 
be t~red under two c1rcumstances: 

1: When a Federal or State court or administrative agency after 
nottce and opportunity for the recipient to be heard, makes a bding 
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of diecrimination on the basis of race, color, religion, sex, national 
origin, age, or handicapped status; and , 

2 When the Secretary, after affordi.na the recipient an opportuniti 
to ~a.ke a documentary submission, maies an initial determination cif 
noncompliance based on his own investigation. . . . 

After the notification, the recipient lias 90 days to end the diSCrlml­
nation and take whatever aftirniB.tive steps are necessary to confonn 
its ()ractiees to the law. ~e reciJ.>ient m_&Y, ~~ &; hea.r!ng on the 
ments which the Secretary 18 required to mtt.ia.te Wlthin 30 days ?f the 
request. At that hearing the recipient m:L..traise any defense ·a.vailable 
under the law, includiJlg the co~~nti?Jl . the shared rev~nu~ '!ere 
not used in the program or actiVIty m which the alleged discnmma-
tion occurred. . . 

In advance of the ~ on the merits, the rec1p1ent Dlli.Y also 
request a preliminary hearing before an administrative law ~u~ 
when the notification to the recipient is based on the Secretary s lnl­
tia.l determination of noncompliance. Such a _Preliminary h~ring 
must be requested within 30 days of the notifie&tion of noncompliance 
and must be completed within the 9Q..day period. If the recipient 
demonstrates th&t it is likely to prevail on tb.e merits at a subseciuent 
full hearing, the administrative judge is authorized to order a de­
ferral of a fund ~on which would otherwise automatically 
occur at the conclusion of the 90 days if compliance is not achieved. 

At the end of the 90 days, the payment of shared revenues is. auto­
matically suspended if a compliance ~ent has not been ~ 
or if compliance itaelf has not been ac~1eved, or if an ~tive 
law judge has not entered an appropnate order. The ~on of 
funds a~,>plies only to a local government which is the subJect of the 
notificatton from the Secretary. The payment of funds to Other gov­
ernments in the state or the state itself remains unaffected. The sus­
pension th~ remains in effect for a ~riod of 120 days, or 80 days 
after the conclusion of a hearing on the merits, whichever is later. 
Th¢ng this period of suspension, the Secretary is oblinted to make 
a final determination of compliance or noncompliance. 'lf insufficient 
evidence of noncompliance 18 presented to the Secretary, then the 
suspended payments and all future payments a.re paid to the recipient. 
If noncompliance is found, the funds are terminated and the Attorn~ 
General is notified. The recipient government could, of course, se 
resumption of payments when it achieved compliance with the Act. 
Senate~ 

A central feature of the Senate amendment ~ procedure is 
a trigger mechanism which determines when the "Secretary will begin 
compliance proceedings. His notification to the recipient IS triggered 
under similar circumstances to that of the House biB, with a. distinc­
tion being made, however, between federal administrative agency find­
ings _and state administrative agency findings. 

After the notification, the recipient has 60 days within which to 
present its side of the case to the Secretary. After such time, the Sec­
retail is required to make a detennination as to whether the recipient 
has vtolated the nondiscrimination provision. Within the next 60 days 
following the Secretary's determination that the nondiscrimination 



provision has been violated, a compliance negotiation period ensues in 
which a compliance ~t may be executed between the recipient 
and the Office of Revenue Sharing. If within this 60 da;y penod a 
compliance agreement is not executed, the recipient would have ten 
days in which to request a hearing before an adniinistrative lawj~~ 
Tlie hearing must commence within 80 days of the ~uest. Within 
60 days of the commencement of the hearing, the Administrative Law 
Judge would be required to make a preliminary finding as to whether 
the recipient would not prevail on the merits. Such a determination 
would iesult in a suspension of funds, pendjng the outcome of the 
hearing. At the conclusion of the hearing, the Administrative La.w 
Judge would make a final determination as to whether the recipient 
has violated the nondiscrimination provision. A findin~ to this effect 
would result in an indefinite suspension of funds within 80 days of 
the determination, unless within that time period a compliance agree­
mentis entered into. 
0DAj6re'flt» MltilutB 

The conferenee substitute essentially adopts the Senate procedure 
with a reduction in some of the time periods. It also provides the ad­
ministrative law judn with discretion to terminate funds. The con­
ferees ad~ted the foliowing procedure. 

The initial formal step of the procedure involves the Sec~ry's 
sen~ of noncompliance notice to a revenue sharing recipient. This 
notice will be triggered by and must be sent within 10 days of: 

(1) actual receipt by the Sec~ of a holding by a Federal or 
State court or by a Federal administrative law judge of discrimi­
nation on the grounds of either race, color, national o~,_ sex, 
age, handicap,Ped status, or religion in any of the Sta.te's or 1ocal 
unit's activities or programs. A Federal administrative law 
jucip's holding must have been preceded by a notice and oppor­
tumty for a l:iearing and it must be rendered pursuant to the 
proviSions of the Administrative Procedures Act; or 

(2). a_finding ~_y the Secreta.ry, as a result _of an investigat!on, 
that It lS more likely than not that the recipient has failed to 
comply wit:h the nondiscrimination provision. This finding will 
be made with respect to any compla.int, information, or hoi~ 
~ ~Y ~urce o~er than the holdiJ!g of a court or Federal 
administrative law JUdae. If after the Secretary receives a com­
plaint, information (inCluding information generated within the 
Office of Revenue Sha~), or a holding by a State or local ad­
ministrative agency pert&ming to discrimination on th:r:unds 
of either race, color, national origin, sex, age, handicap status, 
or religion, he finds that it is more likely than not t t the r&­

c~p!ent has .failed to comply ~th the .nondiscrimination pro­
vision, he Will send a noncompliance notice to the recipient. 

.In the 30 days following notification by the Secretary, the recipient 
will.have the opportunity to informally presents its evidence and con­
tentions to the Secretary. In those instances where the notice wast~­
gered by a holding of discrimination by a court or Federal adminis­
trative law 1udge. the 9~estion of discrimination will be considered 
resolved agamst the reCipient so long as the Secretary's notice was re­
stricted to the particular holding of the court or Federal administra-

tive law judge. The only issue in this instance would be whether the 
particular program or activity was funded with revenue sharing funds. 

In those instances where the notice was triggered by a complaint, 
information or State or local administrative agency fuidingt_both the 
issues of discrimination and funding would tie subject to <1iscussion 
du!ing this 80-day period. 

By the end of the initial 30-day period following notification, the 
Secretary must issue a determination as to whether the recipient has 
failed to comply with the nondiscrimination provision. 

The recit>ient has 10 days from the date of the Secretary's adverse 
determination to request a full hearing before an administrative law 
judae. This hearing must commence Within 30 days after the request. 
Within this 40-day period, before the hearing begins, the recipient 
may enter into a voluntary compliance agreement. 

In those instances where the notice was tri~ered b_y a hol~of a 
Federal or State court or by a Federal ad.oiinistrative law ju a 
complianee-tfpe agreement entered into between the recipient an e 
Federal admmiatrative agency involved, or with the authorities (in· 
cluding the Attomey General) which brought the action in the Federal 
or State court, wou1d constitute a compliaDce agreement for \)Urposes 
of these provisions. The Secretary, however, will have the discretion 
to reject the agreement involved if he determines that it does 11ot ade· 
quately remedy the discrimination involved. 

In those instances where the compliance agreement is between the 
Secretary and a Sta.te government, the necessary signators will be the 
Secretary and the Govemor of the affected State. In those instances 
where the compliance agreement is between a locality and the Secre­
tary, the necessary si~ators will be the Secretary and the chief execu­
tive officer of the locality. 

If the recipient fails to request a heari.ng within 10 days of the Secre­
tary's determination, the Secretary will be required to i.mmedifttely 
8WJpend payment of revenue sharing funds to the recipient. 

Within 80 days of the request for a h~1~~ederal administrative 
law judae must commence a hearing. If a firi · of discrimination has 
already ""been made by a court or a Federal administrative law ju.., 
the hearing would only pertain to whether the program or actiVIty 
involved received revenue shar~ funds. Within 30 days of co~menee­
ment of the hearing, the administrative law judge will be required 
to make a prelimina17 finding on the record of evidence then before 
him as to whether it 18 likely that the recit>!_ent would not prevail on 
the issues to which the hearmg pertained. Within this 80-day period, 
somethinir akin to a summary hearing would be held, where both 
parties, through affidavits and other evidence, would present their sides 
of the case. 

A plelliminary finding by the administrative law judge in favor of 
the Secretary within the 30-day period following the commencement 
of the hearing will result in the immediate suspension of any further 
payments of revenue sharing funds to the recipient pen~ the out­
come of the full hearing, unless a compliance agreement Das been 
entered into. At the conclusion of the hearing, the administrative 
law judge will make a finding based upon the complete l'('C()rd of 
evidence. If the Secretary prevails upon the issues, an indefinite 8118-
pension of the payment of funds will occur within 30 days after the 
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rendering of the finding by the administrative law judae unless within 
that ~y period a compliance agreement is enterecf ~to. 

In !ieu o! the suspension of fun~ the administrativt, law judge has 
the .discretion to order the termination of the payment of funds made 
available under subtitle A. The administrative law judge's determina­
tion is subject to the applicable appellate procedures. 

Payment of suspended funds is to be resumed in the followil)g in­
stances: (1). when a compliance agreement is entered into or the secre­
tary determ~es that the recipient has complied with certain provisions 
of a compliance agreement, such determination being a condition 
preeede~t. to ~e resum_Ption of payments! (¥) after a hearing before 
an administrative law Jl~dge, !'hel;'e a prehmmary suspension of funds 
~ ~' the admmistrative law Judge holds that the recipient is 
m co~pliance w~th the nondiscrimination provision; (3) the recipient 
~pb_es fully With the order of a court or Federal administrative Jaw 
JU~ 1f that order covers all the matters raised by the secretary in his 
not~ce of noncom:pliance i ( 4) upon a rehearing or similar p~ 
the. <J?Urt or a~m~1ve law judge which ori~nally held that th~ 
~1p1ent. h_ad discnmmated. on the grounds of either race, color, na­
tiOnal orii!'JD, sex,~' handicapped status, or religion, holds that the 
recipient did ~ot ~ ~sc~iminate; or ( 5) an appellate court reverses the 
ftnd1ngs of d1scnmmation by a lower court or administrative law 
judge, such initial findings :&aving trig~red the notice of noncom­
pliance and ultimately the 8USpeDSion of funds by the Secretary. 

AtJTBORITr OF AN A'ri'OBNEY GBNDA.L 

The H0118e bill, the Senate amendment, and the Conference substi­
tute are all the same. 

The Attorney General's authority is expanded so that whenever he 
believes ~hat a State government or unit of local govemment has 
engaged m !" p~tt~ ?r practi~ of discrimina.~ory actions in violation 
of the. nondiscnmmation proVlSlon, he may brmg; a civil action seeking 
~s. rehe! any temporary restl'f!-ining order, preliminary or permanent 
~~Junction! or ~er order calling for, .among otht-r things. the suspen­
Blon, temunation, repayment, or plac~ of revenue sbiring funds in 
escrow pending the outcome of the litigation. 

Howe bill 
The J!:ouse bill provjdes that. the Secretary is to enter into agree­

ments With ~tate ~net~ and With otp.er Federal agencies autbot:izing 
these. a~~~es !o mv~~te alle~bons of noncompliance with the 
non~Iscrimmation prons1on. Each agreement is to describe the coop­
erative eiforts to be undertaken (including the sha~ of civil rights 
enfo:r;cement JM'l'80~el and. reso'!rces) to secure compliance and will 
pro!lde for 1f!UDediate notification to the Secretary of any actions 
mst1tuted against a State ~vernment or unit of local government 
all~ a violation of any Federal civil rights statute or regulations 
issued thereunder. 
8MUJte~ 

The Senate amendment is substantially the same as the House bill 
except th&t it provides that the Secretary is to "endee.vor'' to enter 

into agreements, as opposed to mandating the Secretary to enter into 
agreements. 
Otm/ertlnC61UbltitutB 

The conferees adopted the Senate provision. It is contemplated that 
the Secretary will make vigorous e1forts to enter into these cooperative 
agreements. 

CITIZEN RE:MEDIES 
Huuae bill 

The House bill provides that upon exhaustion of administrative 
remedies, a civil action may be instituted by an aggrieved person in 
an appropriate United States District Court or State Court. This 
action, alleging any violation of the provisions of this Act by a State 
government or a unit of local ~vernment, could seek such relief as a 
temporary restra~ order, pleliminary or permanent injunction, or 
other order providing of the suspension, termination, repa~t of 
funds, or placing any further payments of revenue shAring funds in 
escrow pending the outcome of the litigation. 
Se'Mte amendm6fat 

The Senate amendment is the same as the House bill except that it 
limits private citizen suits to actions alleging a violation of the non­
discrimination provision of the Act. 
Otmf~ ltlh•euuts 

The Conference substitute adopts the House provision. 

EXHAUSTION OP ADJUNIIITRA.TIVE REJriEDIES 

Huuae bill 
In the House bill, administrative remedies will be considered 

"exhausted" UJ?On the expiration of the 60-day period following the 
date an admiriistrative complaint is filed with the Oftice of Revenue 
Sharing or any other admimstrative enforcement agency, unless with­
in this time period the agency involved makes a determination on the 
merits of the complaint, in which case the administrative remedies 
will not be considered exhausted until the determination becomes final. 
86'ftf.IU~ 

In the Senate amendment, administrative remedies will be con­
sidered "exhausted" upon: 

(a) the expiration of the 60-day period following the date the com­
plaint is filed with the Oflice of Revenue Sha~, during which time 
it either ( i) fails to issue a determination on the merits of the com­
J>laint, ( ii) issues a determination that the recipient did not violate 
the nondiscrimination provision, or (iii) refers the oomplaint to the 
Department of Justice, and 

(b) the expiration of the subsequent 60-day period where the com­
plaint is filed with or referred to the Department of Justice, during 
which time it either (i) fails to issue a determination on the merits 
of the complaint or, (1i) issues a determination that the recipient did 
not violate the non-discrimination provision. 
Otm/61'6ftC61tibstirute 

Under the oonference agreement, administrative remedies will be 
considered "exhausted" upon expiration of the 90-day period following 
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the date an administrative complaint is ftled with the Oftice of Rev­
enue Sharing or any other admmistrative enforcement agency which 
has entered into a cooperative agreement with the Office of Revenue 
Sharing, if within this time period the Oftice of Revenue Sharing 
or other administrative enforcement agency (1) fails to issue a de­
termination on the merits of the complaint or (2) issues a determina­
tion that the recipient did not vialate the non-discrimination provision. 
It is contemplated that the other administrative ~ncies to which this 
provision afElies will pursua.nt to the cooperatrve agreement with 
the Office o Revenue Sharing, provide the Office of Revenue Sharing 
with notice of the complaint filed with tlhat agency. 

REGULATIONS 
HUU8e bill 

The Secretary is directed to promulgate ~ations by March 31, 
urn, which set forth reasonable and specific time limits for response 
by the Secretary or the appropriate cooperating apncy to a complaint 
by any person alleging a violation of the provi8lons of the Act by a 
State Government or unit of local government. Moreover, the regula­
tions are to establish reasonable and specific time limits for the Sec­
retary to conduct independent audits and review of State governments 
and units of local government regarding compliance with the provi­
sions of the Act. 
s~~ 

Senate amendment has no comparable provision. 
CtMf11WWe atibltitute 

The conference adopts essentidly the House provision, providing 
that the reasonable and specific time limit for the Secretary to conduct 
investigations and make findings in response to citizen complaints, 
State and local administrative agency findings, or other information 
is not to exceed 90 days. The conferees do not intend a violation of 
this provision to in any way relate to the validity of a notice sent by 
the Secretary under section 122 (b). 

AT.l'ORNEYS FEES 
H'OWe bill 

No provisions. 
S6'Mte trmeflll'171£nt 

The Senate ~rovides that in private citizen actions to enforce the 
nondiscrimination provision, the court, in its discretion, may allow 
reasonable attorney fees to the prevailing party (othe-r than the United 
States). 
Oonfet'MILJ6 ltlblhtute 

The Conference substitute adopts the Senate provision. 

Aooo"ONTINo AND AuoiTINo PRoVIsioNs 
HUU8e bill 

Recipient ltOVemments, under existing law, are required to use 
fiscal accounting and audit procedures in confonnity with guidelines 

developed by the Secretary of the Tnuury, after consultation with 
the COmptroller General. A recipient government also is required to 
grant access to its books and documents to the Secn'tary and the Comp­
troller General for the purpose of monitoring compliance. The House 
bill requires each recipient to oonduct an annua.l independent financial 
audit in accordance with generally aooepted a.uditing standards. The 
Secretary, after consultation with the Comptroller General, is directed 
to promulgate regulations including sucli requirements as may be 
necessary to assure that independent audits are conducted in accord­
ance with generally &COOJ?ted a.udit standards. The Secretary may pro­
vide for less formal reVIews of financial information or less frequent 
audits to the extent necessary to ensure that the cost of such audits 
will not be unreasonably burdensome in relation to the ~yments made 
to recipient units of government. The Comptroller General is re­
quired to review the eBorts of the Secretary and recipient govern­
ments for the purpose of enabling Congressional evaluation of 
compliance and operations with respect to these auditing and account­
ing requirement& 
Se'114te~ 

The Senate amendment generally requires an independent financial 
and compliance audit for recipient government& Governments re­
ceiving lea~ than ~,000 in revenue sharing entitlements for any 
fiscal period are exempt from this requirement. An exception is a·lso 
provided where a recipient government's financial statements are 
audited pursuant to generally ap{>Iicable State or local audit require­
ments. If a recipient government l8 unauditable, under either the gen­
eral audit requirement or under State or local audit recJ,uirements, the 
Secretary may waive the audit requirement if the rec1pient govern­
ment demonstrates that it is makin2 progress toward making its fi­
nanci&'l accounts auditable. Under tile general audit and accounting 
requirement, an independent financia.l and compliance audit of a re· 
cipient ~mment's financial statements, according to generally 
accepted auditing standards and generally accepted accounti_ng princi­
ples, is required at least every three years. A series of audits which 
~ the entire financial activity of the recipient government 
aii(l wnich are performed over not more than three fiscal years would 
meet this requirement. The amendment tdso provides that other Fed­
erally-required independent audits in accordance with generally ac­
cepted auditi~ standa.rds shall be accepted as satisfactory by the 
Secretary. Where a. recipient government's financial statements are 
subject to an independent audit under State or local law, the recipient 
must certify that such audits will be conducted in accordance with 
genera:lly accepted auditing standards. It also must include a brief 
description of the auditing standards to be applied. 

Any o_pinion rendered with respect to the !'69,uired audits are to be 
provided to the Secretacy pursuant to regulations setting forth the 
form and time for such submissions. 
OtM/flf'fmOe agreement 

The conference agreement generally follows the Senate amendment. 
However, the conference agreement requires that a recipient {lOVem­
ment which is found to be unauditable by the Secretary must demon-
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strate in accordance with rea'Ulations, that it is JD&k:imr substantial 
progress toward becom~ auditable. In addition, the conference agree­
ment adopts the provision of the House bill under which the Comp­
troller General is directed to review the efforts of the Secretary and 
recipient governments for the pu~ of enabling Congressional eval­
uation of compliance and operations with respect to these auditing 
and accounting requirements. 

Houaebill 
ELIOIBJL1T'f' R!:QUIREHENTS 

Under present law, to receive revenue sharing funds a recipient 
government must be a State government or a unit of local government 
as defined by the Bureau of the Census for general statistical purposes. 
The House bill provides, lin addition to the requirement of c1.1Tl'ent law 
that a unit of local government meet the Burea.u of the Census defini­
tion, it must also perform certain functions to continue to receive 
revenue sharing payments. A unit of local govemment must impose 
taxes or receive intergovernmental transfe1'8 for substantial perform­
ance of two of fourteen enumerated categories: (1) police protection, 
{2) courts and corrections, {8) fire protection, (4) health services, {5) 
sooial services for the poor or aged, (6) public recreation, (7) public 
libraries, (8) zoning or land use planning, (9) sewage disposal or water 
supply, {10) soLid wMte disposal, (11) pollution abatement, {12 road 
or street construction, (18) mass transportation, and {14) education. 
In addition, at least 10% of the local government's expenditures must 
be within each of two of these fourteen service categories. This requir&­
ment would not a.pply where the locality substantially performs four 
or more of these enumerated servica Finally, the House bill eliminates 
the reference in current law to "other units of local government." 
8Mtat6 omeru:lmM&t 

The Senate amendment makes no substantive change in the defini­
tion of "units of local government." The Senate amendment eliminates 
the reference to "other units of local government." 
Oonf6r6'11.Ce ~ 

The conference agreement follows the Senate amendment. 

Snror o:r. REvmim SHA1l1No AND F:mDtALI8X 

HOUle bill 
No provision. 

86114te ~nt 
The Senate amendment provides that the Advisory Commission on 

Intergovenunental Relations (ACffi) shall conduct a 3-yea.r study 
and evaluation of the American federal fiscal system in terms of the 
allocation and coordination of public oresources among Federal, State, 
and local governments including (but not limited to) the foUowing 
specific areas: {1) the allocat'ion and coordination of taxing and spend· 
ing authorities arnonp: levels of Jl'C)vernment; (2) State and local 
gvvermnental organizations; {3) effeetiftlless of Federal stabilization 
policies on State and local ~VernJil!Ults an~ im-paet of ~te and 1~1 
fiscal deeisiOIMI on aggregate econo:rmc aetinty; ( 4) quality of financial 
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control and audit .Procedures in Federal, S~ and local governmen!i 
(5) citizen participation in Federal, State, and local gov6rDDlent fi 
decisions; (6) the specific relation.s.hip of revenue sh~ to other 
Federal grant-lin-aid programs and its role in Federal, State, and local 
fiscal interrelationshi_ps; ('1) forces likely to affect the nature of 
American federalism m long and short run; (8) the processes whereb_y 
State and local governments designate Federal revenue sharing funds 
amon~ projects, as well as the role of revenue ~ in long-term 
planmng in State and local ~vernments. A final. report (along with 
any recommendations for legiSlation) qs to be submitted to the Presi­
dent and Congress at the end of the studtc'!fpropriations are author-
ized as may be necessary, beginning with year 19'18. • 
Oon/M'flfll» ltibatit'Ute 

The Conference snbAtitute deletes from the scope of the study the sub­
ject areas identified in items (4), (6) and {8) of the Senate amend­
ment. In addition, the Conference deleted provisions: (a) authorizing 
&nd directing Federal departments and «gencies to fumisb. requested 
infonnation, since a similar provision is alreadr contained in P .L. 
86-380, the statute under which ACIR was established, and {b) ~ 
1ing the Administrator of General Semces to provide administrative 
support services to the Commission on a reimbu~le basis; this pro­
vision was found to be unnecessary because ACm 1tself possesses ade­
quate support services for the purposes of this section. The Conference 
also changes the time ~~it for s final report from 3 y~ar.s. after the 
ap~intment of ComnuB9lon membe1'8 to 3 yea1'8 after an [ffitlal appro­
pnation is made for the study; this chan~ was !!lade because. A.CIR, 
as an existing, contin~ OOdv. would not requtre the appomtment 
of members fOr the purposes of this section. 

PRoHIBITioN oF U BE :roR L<>BBYINo PuBPosE8 

Hom6 'bill 
The House bill provides that no state and locall!()vernment recipient 

is to use, direct!y or indirectly~ any p~ry ~f its ~tion of funds re­
ceived und~r this ~ct ~or lobby~ -activities w'!rl.ch are for. the purpose 
of linfiueJlCIDg legtJ.slation rela~ to the proVlSlons of thiS Act. Dues 
paid to National or State assooiations are not deemed to have been 
paid ·from funds received under subtitle A. 
8enat6 arMfldment 

No comparable provision. 
Conference ltibatil,uU 

The conference substitute eliminates the words "directly or indi­
rectly" from the House provision. 

SUBUBB.A.N IKPaoVEKENT I>IsTmOTS IN' A.mtAlitwJ 

HOUle bill 
No provision. 

86'Mte~nt 
Under present law, the Arkansas suburban impro"!ement ~ 

-are not regaTded as units of local government entitled to recel"Ve 
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r~ve~ue .sha.ring fu~ds. The Se!late ·amendment prov·ides that su~h a 
dilstnct IS to be entitled to receive reevnue sharing funds if they per­
form at least 2 of 14 enumerated categories of governmental functiOns 
and at least 10 percent of the district's total budget is for each of 2 
categories of governmental fundions. 
Oqnference substitute 

The conference substitute omits the provision. 

FREQUENCY OF PAYMENT 
House bill 

No provision. 
Se'IUJ,te amendment 

Current law provides for quarterly payments, within five days after 
the close of each quarter. 

The Senate bill amends this provision to require that governments 
receiving less than $4,000 annually be paid on an annual basis receiving 
their full year's payment within five days after the close of the first 
quarter. 
Conference substitute 

The conference substitute d.rops the Senate amendment. 

OPTIONAL FORMULA 
House bill 

Under present law, a State may use a variation of the within-State 
formula for allocating revenue sharing funds if it passes a law to 
that effect and notifies the Secretary of the Treasury. Any such 
formula, once enacted, remains in effect until December 31, 1976. The 
House bill provides that any such formula is to remain in effect until 
September 30, 1980. 
Se~ amendment 

The Senate amendment provides that any such formula is to remain 
in effect until September 30, 1982; it also forbids Louisiana from 
enacting any such formula change. 
Conference substitute 

The conference substitute follows the House bill. 

SUBURBAN IMPROVEMENT DISTRICTS IN ARKANSAS 

House bill 
No provision. 

Senate amendment 
Under present law, the Arkansas suburban improvement districts 

are not regarded as units of local government entitled to receive 
revenue sharing funds. The Senate amendment provides that such a 
district is to be entitled to receive revenue sharing funds if they per­
form at least 2 of 14 enumerated categories of governmental functwns 
and at least 10 percent of the district's total budget is for each of 2 
categories of governmental functions. 
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ConfereMf. aubstitute 
The confen>nce substitute omits the provision. 

EcoNOMIC Axo TEcHNICAL AssiSTANCE 

House bill 
No provision. 

Senate amendment 
Under the Senate ·amendment, the Director of the Office of Revenue 

Sharing is directed to provide upon request, economic and technical 
assistance necessary to encourage, develop, and implement long-range 
planning. Present law and the House bill do not contain a. similar 
provision. 
Conference substitute 

The conference substitute deletes the Senate amendment. 
JACK BROOKS, 
L. H. FOU NTAIN, 
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H. R. 13367 

. 
RintQ!,fourth «tongrrss of tht ilnittd ~tatr.s of S!mtrica 

AT THE SECOND SESSION 

Jk&un tmd held at dae City of W uhinpm on Morulsy, dae niraeteentla tiDy of }tiiiiUIJY, 
cme thousand nine hundred and seraa&y•m 

To extend and amend the State nod Local FiBCal .A.salstance Act of 1972., and for 
other purposes. 

Be it e'MCted by th6 Senate a'IUl Howe of Rept'UM~tati1Je& of th6 
United States of Amef"k:a m 0~ auembW, 
SEcriON L SHORT TITLE.• 

This Act may be cited as the "State and Local Fiscal Assistance 
Amendments of 1976". 
SEC. 2. AMENDMENT OF STATE AND LOCAL FISCAL ASSISTANCE ACT 

OF 1972. 
Except as otherwise exprc::Jrovided, whenever in this Act an 

amendment or repeal is exp in terms of a.n amendment to, or 
repeal of, a section or other provision, the reference shall be con­
sidered to be made to a section or other provision of the State and 
Local Fiscal Assistance Act of 1972, as amended (31 U.S.C. 1221 
et seq.; 86 Stat. 919). 
SEC. I. ELIMINATION OF EXPENDITURE CATEGORIES. 

(a) Section 103 (relating to ~ent that local governments use 
revenue sharing fUnds only for priority expenditures) is repealed. 

(b) Section 123 (a) ( relat~ to assurances to the Secretary of the 
Treasury) is amended by striking out paragraph (3). 
SEC. 4. ELIMINATION OF PROIDBITION ON USE OF FUNDS FOR 

MATCHING. 
(a) Section 104 ( rela~ to prohibition on use of revenue sharing 

funds as matchi.n2 lunds) 1s repealed. 
(b) Section 14a"(a) (relat~ to judicial review of withholding of 

payments) is amended by strikfug out "1M(b) or". 
SEc. 5. EXTENSION OF PROGRAM AND FUNDING. 

(a) br GumlAL.-Section 106 (relating to funding for revenue 
shanng) is amended-

{1) by inserting "or ( c}" immediately after "as provided in 
subsection (b)" in subsection (a)(l); 

(2) by red~ting subsection (c) as subsection (d); 
(8) bY insert~ immediately after subsection (b) the follow­

ing new subsection: 
" (c) AlJTHOJUZATION OP APPRoPRIATIONS FOR EMTI'l'LE:.IPlml-

"(1) IN CDNERAL.-In the case of any entitlement period 
described in paragraph (3), there are authorized to be appro­
priated to the Trust Fund to pay the entitlements hereinafter 
p~vided for such entitlement period an amount equal to 
$6,650,000,000 times a fraction-

" (A) the numerator of which is the amount of the Federal 
individual income taxes collected in the last calendar year 
ending more than one year before the end of such entitlement 
period, and 

"(B) the denominator of which is the amount of the 
Federal individual income taxes collected in the calendar 
year 1975. 
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The amount determined under this paragra.ph is not to exceed 
$6,850,000,000. 

"(2) NoNCONTIGuous STATES ADJUSTMENT AKOUNTS.-In the 
case of any entitlement period described in paragraph (3), there 
are authorized to be appropriated to the Trust Fund to pay the 
entitlements hereinafter provided for such entitlement periOd an 
amount equal to $4,780,000 times a fraction-

" (A) the numerator of which is the amount of the Federal 
individual income ·taxes collected in the last calendar year 
ending Jil()re than one year before the end of such entitlement 
period, and 

"(B) the denominator of which is the amount of the 
Federal individual income taxes collected in the calendar 
year 1975. 

The amount determined under this paragra.ph is not to exceed 
$4,923,759. 

"(3) ENTITLEKENT PEBioos.-The following entitlement 
periOds are described in this pa~.Ph: 

"(A) The entitlement penocf beginning January 1, 1977, 
and en~ September 30, 1977 • 

"(B) Tile entitlement peri;J beginning October 1, 1977, 
and en~ September 30, 1978 • 

"(C) Tlie entitlement peri~~ October 1, 19'18, 
and ending September 30, 1979; ancf' -

"(D) The entitlement period beginning October 1, 1979, 
and ending September 30, 1980. · 

"(4) SHORT ENTITLEHENT PEBIOD.-Jn the case of an entitle­
ment period of 9 months which follows an entitlement period 
of6 months-

"(A) the amount determined under pa~ph (1) for 
such 9-month period shall be reduced by one-half the amount 
apfropriated for such 6-month penod under subsection 
(bJ. 1), and '(~) the amount determined under paragraph (2) for 
such entitlement period shall be reduced by one-half the 
amount appropriated for such 6-month entitlement period 
under sutiaeoti.on (b) (2)." 

(4) by inserting"; AUTHORIZATIONS FOR ENTITLE­
MENTS" in the h~ of such section immediately after 
"APPROPRIATIONS". 

(b) CoNFOBKING Aln:NDJONT&.-
(1) Subsection (a) of section 106 (relating to general rnle for 

allocation among States) is amended to read as follows: 
"(a) IN G:anuL.-There shall be allocated an entitlement to each 

Stat.-
"(1) for each entitlement period~ before December 31, 

1976, out of amounts appropriated under section 105(b)(1) for 
that entitlement period, an amount which bears the same ratio to 
the amount appropriated under that section for that period as 
the amount allocal)le to that State under subsection (b) bears to 
the sum of the amounts allocable to all States under subsection 
(bJ ·and 

(2) for each entitlement period ~ on or after Janu­
ary 1, 1977, out of amounts authorizecl under section 105(c) (1) 
for that entitlement period, an amount which bears the same ratio 
to the amount authorized under that section for that period as the 

H~ET 
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amount allocable to that State under subsection (b) bears to the 
sum of the amounts allocable to all States under subsection (b).". 

(2) Paragraph (1) of section 106(b) (relating to general rule 
for determining allocable amounts) is amended to read as follows: 

"(1) IN GENJ:JU.L.-For purposes of subsection (a), the amount 
allocable to a State under this subsection for any entitlement 
period shall be determined under paragraph (2), exce_pt that such 
amount shall be determined under paragraph (3) if~ 

"(A) in the case of an entitlement period~ before 
December 31, 1976, the amount allocable to suCh State under 
paragraph (3) is greater than the sum of the amounts alloca­
ble to such State under paragraph (2) and subsection (c); 
and 

"(B) in the case of an entitlement period beginning on or 
after January 1, 1977, the amount allocable to such State 
under paragraph (3) is greater than the amount allocable to 
suchStateunderr~ph (2).". 

(3) Paragraph (1 of section 106(c) (general rule for non­
contiguous State adjustment) is amended to read as follows: 

"(1) IN GENERAL.-In addition to the amounts allocated to the 
States under subsection (a), tht'.re shall be allocated for each 
entitlement period an additional amount to any State in which 
civilian employees of the United States Government receive an 
allowance under section 6941 of title 5, United States Code-

"(A) in the cuse of an entitlement period~ before 
December 31, 1976, out of amounts appropriated unaer sec­
tion 105(b) (2), if the allocation of such State under subsec­
tion (b) is determined by the formula set forth in paragraph 
(22 ohhatsubsection; and 

(B) in the case of an entitlement period~ on or 
after January~ 1977, out of amounts authoriZed uncier sec­
tion lOIS( c) (2) •• 

(4) Section 106(c) (2) (relating to amount of noncontiguous 
State adjustments) is amended-

(A) by stt:iki:ng out "subsection (b) {2)" and inserting in 
lieu thereof "subSection (b)", 1111d 

(B) by inserting immediatei after "section 101S(b) (2) 
for any entitlement period" the Zno~: "be~ before 
December 311 1976, or authorized under section 101S(c)(2) 
for any entitlement period beginning on or after January 1, 
1977,". 

{IS) Section 108(b) (6) (D) (i} (relatin~ to entitlements less 
than $200) is amended by mserting after ' 6 months" the follow­
ing: ", $150 for an entitlement period of 9 months". 

(6) Section lOS{ c) (1) (C) (rela~ to optional formula for 
allocation among local governments) IS amended by ~out 
"December 31, 1976," and inserting in lieu thereof "September 30, 
1980 "· 

('1) Section 141(b) (rei~ to definition of "entitlement 
period") is amended by inserting at the end thereof the following 
new paragraphs: 

"(6) The period beginning January 1, 1977, and ending Sep­
tember 30, 1977. 

"(7) The one-year periods beginning October 1 of 1977, 19'18, 
and 19'19.". 

• 



H. R. 13367---4 

SEC. 6. SPECIAL ENTITLEMENT RULES. 
(a) STATII ::MAINmNANCB o:r 'l":uNSJ'EBS TO LocAL OoVJ:IlNJOlfTS.­

(1) Paragraph (1) of section 107(b) (relating to general rule 
for State maintenance of transfers to local governments) is 
amended to read as follows: 

"(1) GENERALBULE.-
"(A) Pu-1977 ENTI'l'LEKENT PEBIODS.-The entitlement of 

any State ~vernment for any entitlement period be~g 
on or after July 1, 1973, and before Decemtier 31, 1976, shall 
be reduced h)' the amount (if any) by which-

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

"(ii) the similar aggregate amount for the one-year 
·0c1 beginning July 1, urn. "<m POST-19T6 ENT.l'J.'LEJ[ENT PEBIOD8.-The entitlement of 

any State government for any entitlement period beginning 
on or after January 1, 1977, Shall be reduced by the amount 
(if anyJ ~which-

(i one-half of the amounts transferred by 
the tate government ~ts own sources) during 
the 24-month period ending on the last day ol the last 
fiscal year of such State for which the relevant data are 
available (in accordance with regulations prescribed by 
the Secretary) on the first day of such entitlement period, 
to all units of local government in such State, is less tllan, 

"(ii) one-half of the similar aggregate amount for the 
24-month period en~ on the day before the start of the 
24-month period descn'bed in clause (i). 

"(C) For purposes of subparagraphs (A) (i) and (B) (i), 
the amount of any reduction in the entitJ.ement of a State 
government under this subsection for any entitlement period 
shall, for su~uent entitlement periods, be treated as an 
amount transferred by the State government (out of its own 
sources) during such period to units of local government in 
such State.". 

(2) Section 107(b) (2) (relating to adjustment where State 
assumes responsibility lor catego~ of ~ditures) is amended­

(A) by st1·iking out "Under paragraph (1) (B)" and in­
serting m lieu thereof "under paragraph (1) (A) (ii) or 
(1) (B) (ii)"· and 

(B) by strhrin.~ out ''the one-year pe!"iod beainnimr July 1, 
1971," and inserting in lieu thereof "the period utilized for 
f111"p08e8 of such paragraph". 

(3) section 107(b) (8) (relating to adjustments in the case of 
new taxing powers) is amended by strikiDg out "paragraP.h 
(l)(B)" and insertin~ in lieu thereof "parapaph (l) lA.)(ii) 
(in the case of &n entitlement period beg~ before Deceni­
ber 31, 1976) or pat:agraph (1) (B) (ii) (in the case of an entitle­
ment period ~on or after January 1, 1917) "· 

( 4) Section 107 (b)~ (relating to State maintenance of support 
to local gt)Vernments) is amended by redesignati~ paragraphs 
(6) and (7) as paragraphs (8) and. (9), respectively, and by 
~after paragraph (5) t1ie following new paragraphs: 

" ( 6) SI'IDOIAL RULE FOR THE PERIOD BllGINNING JANUARY 1, 19TT .­
In tne case of the entitlement period beginning J anua.ry 1, 1977, 
and ending September 30, 1977, the aggregate amounts taken into 
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account under clauses (i) and (ii) of paragraph (1) (B) shall be 
three-fourths of the amount which (but for this paragraph) would 
be taken into account. 

"('l) .ADJUsTKENT WHERE FEDERAL GOVERNMENT ASSUMES 
RESl'ONSffiiLITY FOR CATEGORY OF :u:PI!l.1fDlTUJ-If, for an entitle­
ment period beginning on or after January 1-?. 1977, a State govern­
ment establishes to the satisfaction of the ~retary that during 
all or part of the period utilized for purposes of paragrav.h 
(1) (B) (i), the Federal Government has assumed responsibility 
for a category of ~ditures for which such State government 
transferred amounts which (but for this paragraph) would be 
included in the ~ate amount taken into account under para­
graph (1)(B)(il for the period utilized for purposes of such 
paragraph, then under re~ations prescribed tiy the Secretary) 
the ~ amount taken into account under paragraph 
(1) (B) (ii) shall be reduced to the extent that increased Federal 
GOvernment spending in that State for such category of expendi­
tures has replaced corresponding amounts which suCh State gov­
ernment had transferred to units of local ~vernment during the 
period utilized for purpQSeSofparagraph (1) (B) (ii).". 

(b) WAIVERS BY INDIAN 'rlulm! AND AusxAN NATIVE Vn.I.AGJ'& 
(1) Paragraph (4) of section 108(b) (relating~ Indian tribes 

and Alaskan native Villages) is amended by striking out the last 
sentence. 

(2) Pa~ph (6) (D) of such section (relatinll to effect of 
waivers) is amended ·by '8.dding at the end thereof tlie following: 
"If the entitlement of an Indian tribe or Alaskan native village 18 
waived for any entitlement period by the governing body of tha.t 
tribe or vill~, then the amount of such entitlement for such 
period shall m lieu of being paid to such tribe or village) be 
added to, an shall become a part of, the entitlement for Sneh 
period of the county government of the county area in which such 
tribe or village is loCated.~. 

(c) SEPARATE LAw ENFORCEHENT OPnCERS.-
(1) GENERAL R'ULE.-Section 108 (relating to entitlements of 

local governments) is amended by adding at the end thereof the 
followmg new subsection: 

"(e) SEPARATE LAw ENPOROEHENT Ont:CERS.-
"(1) ENTITLEMENT OF SEPARATE LAW ENPORCEHENT OPFICERS.­

The oftice of the separate law enforcement ofticer for any county 
area in the State of LouisianaJ other than the parish of East 
Baton Rouge, shall be entitled to receive for each entitlement 
period beginning on or after January 1,19771 an amount ~ual to 
15 percent of the amount which would (but tor the provimons of 
this subsection) be the entitlement of the government of such 
county area. The office of the separate law enforcement officer for 
the parish of East Baton Rouge shall be entitled to receive for 
each entitlement period beginning on or after January 1, 1977, 
an amount equal to '1.5 percent of the sum of the amounts which 
would (but for the provisions of this subsection) be the entitle­
ments of the governments of Baton Rouge, Baker, and Zachary, 
Louisiana, for each such entitlement period. 

"(2) REDUCTION OF ENTITLEMENT OF COUNTY GOVERNJrlENT.­
The entitlement of the ~vernment of a county area for an entitle­
ment period shall be reduced by an amount equal to one half of 
the entitlement for the separate law enforcement officer for such 
eounty area for such entitlement period. For the purpose of 
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applying this paragraph to the parish of East Baton Rouge, 
Louisiana, the entitlements of the governments of Baton ~b:ii 
Baker, and Zachary, Louisiana, for each entitlement period 
each be reduced by an amount ef!ual to 3.'16 ~rcent of the amount 
which would (but for the proVISions of this paragraph) be the 
entitlement of each such government. 

"(3) RmUOTION OF ENTITLEKENT OF 8TATE OOVJIIDJJDNT.-The 
entitlement of the State government of Louisiana for an entitle­
ment period shall be reduced by an amount equal to the sum of the 
reductions provided under par&g!"&ph (2} for governments of 
county areas in such State for suCh entitlement period. For pur­
poses of this Jla~ph-

"(A) the reductions provided under pa!'&ll'ph (2} for the 
governments of Baton Ro!J~e, Baker and ZaChary, LOuisiana, 
Shall be considered as reductions of entitlements of govern­
ments of count1. areas, and 

"(B) the entitlement of the parish of Orleans for an entitle­
ment period shall be considered to have been reduced by an 
amount equal to the additional amount provided for such 
arish for that entitlement period under paragraph (4). 
) ENTITLEXENT OF PARISH OF OBLEANS.-ln the case Of the 

of Orleans, Louisiana, paragraphs (1} and (2) shall not 
apply, and such parish shall De entitled to recmv~ for each entitle­
ment period beginning after December 31, 1976, an additional 
amount equal to '1.6 percent of the amount which would otherwise 
be the entitlement of such parish.". 

(2) Co:UORKINQ AJONDKENTS.-
(A) Section 108(b) (7) (A) (relating to general rule for 

adJustment of entitlement) is amended b_y striking out "and 
any adjustment required under paragraph (6) (D} last." and 
inserting in lieu thereof "any adjustment required under 
paragraph (6) (D) next, and any adjustment required under 
subsection (e) last.". 

(B~ Section lOS( d) {1) (de~ "unit of local govern­
ment 2 is amended by adding at the end thereof the follow­
ing: Such term a1io means (but only for purposes of 
subtitles Band C) the oftice of the separate law enforcement 
ofticer to which subsection (e)(l) applies.". 

(C) Section 107 (relati»Jr to entitlements of State govern­
ments) is amended by addiDg at the end thereof the follow­
ing new subsection: 

"(c) CROss RllnmENCE.-

"For redoctioo of State governmeot eotitleJDeat beeaDJJe of provlaloo 
for separate law enforcement ollc:en, see aeetioo t•(e).•. 

(d) CulutENOY ()lP DATA.-
(1) Section l~a) ('1) (relating to data used and uniformity 

of data) is amendect-:--
(A) in subparagra)>h {A) by striking out "subparagraph (B3" and inserting m lieu thereof "sul>paragraph (B) or 

(C "and 
B ~ by adding at the end thereof the following new 

subl?aragraph: 
"(C) TAx ooLLECTioxs.-Data with respect to tax collec­

tions lor a period more recent than the most recent reporting 
year for an entitlement period (as defined in subsect1on (c) 
{2) (B)) shall not be uSed in the determination of entitle­
ments for such period.". 
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(2~ Section 109(c)(2)(B) (definina: "most recent report.iDg 
year") is amended by stri)ring out "m&ae before the close of sucli 
~od." and inserting in lieu thereof "made before the beginning 
of such period.". 

(e) LuaTATION ON AD.rn8'l"KlUiT o:r PAYlDlmi.-Section 102 (rel&t­
ing to payn}ents to State and local governments) is amended-

( 1) bJ striking out "Except" and inserting in lieu thereof 
"(a) IN GENERAL.-Except"; and 

(2) adding at the end thereof the following new subsection: 
"(b) LDtrrATIONS ON AD.roBTXENTS.-No adjustment shall be made 

to increase or decrease a. payment made for any entitlement period 
beginning after December 31, 1976, to a State g_overnment or a unit 
of local government, unless a demand therefor shall have been made 
by such government or the Secretary within 1 year of the end of the 
entitlement period with respect to which the payment was made.". 

(f) RESERVES FOR .An.ruirJoNTs.-Section 102 (relating to pay­
ments to State and local governments), as amended by subsection (e), 
is amended by ad~ at the end thereof the following subsection: 

" (c) RP.slmVES roa .!oouSTJONTS.-The Secretary may reserve such 
percentage (not exceeding 0.5 percent) of the total entitlement pay­
ment for any entitlement period with respect to any State government 
and all units of local government within such State as he deems neces­
sacy to insure that there will be sufficient funds available to pay 
adjustments due after the final allocation of funds among such 
governments.". 

(g) RECOVERY o:r CmrAIN 0vEaPAYXENTS.-In the case of an adjust­
ment to decrease a. payment made for an entitlementjjriod endin,[ 
before January 1; 1977, under title I of the State an Local Fisc&l 
Assistance Act or 1972 to a unit of local government (as defined in 
section 108(d) (1) of that Act), the amount of BUch adjustment shall 
be withheld from the reserves for adjustments established by the Sec­
retary under section 102 (c) of such Act for the State within which 
such units of ~~~~vernment are located. Amounts withheld under 
this subsection shall be covered into the State and Local Government 
Fiscal Assistance Trust Fund. 
SEC. 7. CITIZEN PAKTICIPATION; REPORTS. ENFORCEMENTS. 

(a.) Cmzns PAJlTIOIPATION.-Section 121 (relatin2 to reports on 
use of funds and publication of reports) is amencled to read as 
foUowl\: 
"SEC. 121. REPORT ON USE OF FUNDS; PUBLICATION AND PUBLIC 

BEARINGS. 
"(a) REI'OBTS oN UsE OF Fmros.-Each State government and unit 

of local government which receives funds under subtitle A shall, after 
the close of each ftsca.l year, submit a report to the Secretary (which 
report shall be a.va.il&ble to the public for inspection) se~ forth the 
amounts and .Purposes for which funds received under subtitle A have 
been appropnated, spent, or obligated during such period and sho~ 
the relatioriship of those funds to the relevant fmictiona.l items in the 
government's budget. Such report shall identify differences between 
the actual use of funds received and the proposed use of such funds. 
Such re~rts shall be in such form and detail and shall be submitted 
at such time as the Secretary may prescribe. 

"(b) Pum.Io IIE.AmNos REQUIJIII).-
"(1) HlwuNo oN PROPOSED ua-Not less than 7 calendar days 

before its bu~t is presented to the governmental body res~n­
sible for enacting the budget, each State government or umt of 
local government which expends funds received under subtitle A 

ET 
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in any fiscal period, the bu~t for which is to be enacted on or 
after January 17 1977, shall, after adequate public notice, have 
at least one pubhc hearing at which citizens shall have the oppor­
tunity to provide written and oral comment on the possible uses 
of such fUnds before the governmental authority responsible for 
presenting the proposed budaet to such body. 

"(2) BuooET HEAJU.No.-Erach State government or unit of local 
government which ex~ds fund received under subtitle A in any 
fiscal period, the ba for which is to be enacted on or after 
January 1, urn, shall ve at least one public hearing on the pro­
posed use of such funds in relation to 1ts entire budget. At such 
hearing citizens shall have the opportunity to provide written 
and oral comment to the body responsible for enacting the bu~t, 
and to ask questions conoernmg the entire budaet and the relat1on 
thereto of funds made available under subtitfe A. Such hea~ 
shall be at a place and time that permits and encourages public 
attendance and participation. 

"(3) W AIVEll.-The provisions of paragraph (1) may be waived 
in whole or in part in aceordance with regulations of the Secre­
tary if the cost of such a requirement would be unreasonably 
burdensome in relation to the entitlement of such State govern­
ment or unit of local government to funds made available under 
subtitle A. The provisions of paragraph (2) may be waived in 
whole or in part in accordance with regulations of the Secret&rf 
if the budaet processes required under applicable State or local 
laws or cliarter provisions assure the opportunity for public 
attendance and participation contemplated by the provisions of 
this subsection and a portion of such process includes a hearing 
on the proposed use of funds made available under subtitle A in 
relation to 1ts entire budaet. 

" (c) NOTIFICATION AND P1mLmrrr o:r Pum.Io lWmNos; AOOB88 
TO IIUDOJ:T SUJOUllY AND PBoPOSm U8E o:r Fmme.--

"(1) IN OENEJU.L.-Each State government and unit of local 
government which expends funds received under subtitle A in any 
fiscal period, the budget for which is to be enacted on or after 
Jan~ 1, 1977, shall-=-

(A) at least 10 days prior to the public hearing required by 
subieetion (b) (2)-

"(i) publish, in at least one newspaper of general cir­
culation, the propoeed uses of fuD.dS made available 
under subtitle A together with a summary of its pro­
posed budget and a notice of the time and place of such 
publio ~;and 
· " ( ii) make available for inspection by the public at the 
principal offi.ce of sucll State government or unit of local 
government a statement of the proposed use of funds. 
together with a summary of its pro~ budget; and 

"(B) within 30 days after adoption of its budget as pro­
vided for under State or local law-

"(i) make a summary of the adopted budaet. including 
the proJ>OSed use of fUnds made available tinder subtitle 
A, avaifable for inspection by the public at the frincipal 
office of such State government or unit of loea govem­
menti and 

"(h) publish in at least one newspaper of general 
circulation a notice of the availability for inspection of 
the information referred to in clause (i). 
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"(2) WAIVEB.-The provisions of paragraph (1) may be 
waived, in whole or in~ with~ to publication of the 
proposed use of funds and the summaries, in accordance with 
regulations of the ~ry, where the cost of such publication 
would be unreasonably burdensome in relation to the entitlement 
of such State government or unit of local government to funds 
made available under subtitle AJ or where such publication is 
otherwise impractical or infeasible. In addition, tb.e 10-d.a:y pro­
visions of paragraph (1) (A) may be modified to the maximum 
extent necessary to comply with apl_)licable State and local law 
if the Seeretaf1. is satisfied that the citizens of such State or local 
government will receive adequate noti.ftcation of the proposed 
use of funds consistent with the intent of this section. 

"(d) REPoRT SUBKI'I'TBD TO THE Gova:Noa.-The Secretary shaD 
furnish to the Govemor of the State in which any unit of local govern­
ment which receives funds under subtitle A is located, a copy of each 
report filed with the Sec~required under subsection (a) 1 in 
suCh manner and form as the may prescribe by ~lation. 

" (e) BuooETS.-The Secretary sha promulgate regulations for 
the application of this section to circumstances under wliich the State 
government or unit of local government does not !t:Rt a bu~ 

" (f) REPoRT Oll' THE SJIODTABY .-The Secretary include with 
the report required under section 105(a) (2) a report to the~ 
on the im.Centation and administration of this Act du~ the 
p~ year. Such report shall include, but not be limited to, 
a comprehensive and detailed analysis of-

"(1) the measures taken to comply with section 122, includ­
ing a description of the nature and extent of any noncompliance 
and the status of a.ll pencli!tg complaints; 

"(2) the extent to which recipleDt jurisdictions have complied 
with section 123, including a description of the nature and extent 
of any noncompliance and of measures taken to ensure the 
independence of audits conducted pursuant to subsection (c) of 
such. section; 

" ( 3) the manner in which funds distributed under subtitle A 
have been distributed in recipient iurisdictions; and 

" ( 4:) any significant problems &nBing in the administration of 
the Act and the propOsals to remedy such problems through 
ap})ropriate legislaticm. 

"(g) PARTICIPATION BY SENIOR Crrlzmrs.-In conducting any hear­
ing required under this section, or under its own budget processes, a 
State or unit of local sovemment shall endeavor to provide senior 
citizens and their orgamzations with an opportunity to be heard prior 
to the final allocation of any funds provided under the Act pursuant 
to such a hearing.". 

(b) E!fi'OilC:lmONT.-Subtitle B ( relatinJt to administrative provi­
sions) is amended by adding at the end thereof the following new 
sections: 
"SEC. 124. PRIVATE CIVIL ACl'IONS. 

" (a) STAXDING.-Whenever a State government or a unit of local 
government, or any officer or employee thereof acting in an official 
capacity, has engaged or is engaging m any act or practice prohibited 
by this Act, upon emaustion of administratiYe remedies, a civil 
action may be instituted by the person aggrieved in an ap{>ropriate 
United States district court or in a State court of general jurisdiction. 

"(b) Rzt.m:r.- The court may grant as relief to the _Plaintiff any 
temporary restraining order, preliminary or permanent mjunction or 

co D SH 
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other order, including the suspension, termination, or repayment of 
funds, or placing any further payments under this title in escrow 
pe11ding the outcome of the litigation. 

"(e) INTERVENTION BY ATTORNBY GBNDAL.-ln any action insti­
tuted under this section to enforce oom.Pliance with seet1on 122 (a), the 
Attorney General, or a specially demgnated assistant for or in the 
name of the United States, may intervene upon timely application 
if he certifies that the action is of general public importance. In such 
action the United States shall be entitled to the same relief as if it had 
instituted the action. 

"{d) EXHAUSTION OF ADXINISTBATIVE RBVJDD8. As used in this 
· sect1on, administrative remedies shall be deemed to be exhausted u~n 
the expiration of 90 days after the date the administrative oom,Platnts 
were filed with the SOOretary or with an Ast:eney with wh1ch the 
Secretary has an agreement under section 122(h) if, within such 
period, the Secretary or such ~ncy-

"(1) issues a. determination that such Government under unit 
has not failed to comply with this Act; or 

"(2) fails to issue a determination on such complaint. 
" {e) ATTORlBY Fus.-In any action under this section to enforce 

·eection 122(a), the court, in its discretion, may allow to the prevail­
ing party, other than the United States, reasonable attorney ~ and 
thA TTnited States shall be liable for fees and costs the same as a pnvate 
person. 
•sEC.lZ5. INVESTIGATIONS AND COMPUANCE REVIEWS. 

"By March 31, 1977, the Secretary shall promulgate regulations 
esta.blisbing--

"(1) reasonable and specific time limits (in no event to exceed 
90 days) for the Secretary to conduct an invest~tion and make 
a finding after receiving a complaint ( descnbed in section 
124 (d) ) , a detennination by a State or local administrative 
agency, or other information relating to the possible violation of 

~
e rovisions of this Act; 
" 2) reasona.ble and specific time limits for the Secretary to 

net. audits and reviews (including in~ODS of allega­
tions) relating to possible violations of the proVIsions of this Act. 

The rep}ations promulgated pul'Buant to paragraphs (1) and (2) 
shall alSo establish reasonable and specific time limits for the Sec­
retary to advise any oomnla.inant of the status of his investi~ion, 
audit, or review of any allegation of violation of section 122 (a) or 
any other provision of this Act.". 

(e) JUDICIAL REVIEw.-Section 143(a) (relating to petitions for 
judicial review) is amended by strikin~ out "receives a notice of with­
holding of payments under section 104(b) or 123(b)," and inserting 
in lieu thereof "receives a notice of withholding of payments under 
section 1<K(b) or 123(b) a. detennination underseetion 122(b) (3) {C) 
that pa~ents be suspended, or a determination under section 122 
(b) (3) (D) that payments be terminated,". 
SEC. 8. NONDISCRIMINATION PROVISIONS. 

(a) IN GENDAr..-Section 122 (relating to nondiscrimination pro­
visions) is amended to read as follows: 
'"SEC. 122. NONDISCRIMINATION PROVISIONS. 

" (a) PRoHIBITION,-
"(1) IN GBNJ~RAL-No pel'901l in the United States shall, on 

the ground of race, color, national ori¢n, or sex, be excluded 
from participation in, be denied the benefits of, or be subjected to 
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discrimination under any program or activity of a. State govern­
ment or unit of local government, which government or unit 
receives funds made available under subtitle A. Any prohibition 
a.g:ainst. discrimination on the basis of a.ge under the Age Dis­
cnmination Act of 1975 or with ~t to an otherwise qualified 
handicapped individual as_ provided in section 504 of the Reha­
bilitation Act of 1973 shall also apJ>ly to anf such ~rogram or 
activity. Any prohibition against discrimination on the basis of 
religion, or any exemption from such ~bition, as provided in 
the Civil Rights Act of 1964 or title of the Act of Aprilll, 
1968, hereafter referred to a.s Civil Rights Act of 1968, shiill also 
apily to any such program or activity. 

(2) ExCEPrioNs.-
"(A) FUNDING.-The provisions of paragraph (1) of this 

subsection shall not apply where any State government or 
unit of local gove-rnment demonstrates, by clear and convinc­
ing evidence, thM the program or activity with respect to 
which the alle,ration of discrimination has been made is not 
funded in whole or in part with funds made available under 
subtitle A. 

"(B) CoN8TBUOTION PROJECTS IN PROOU88.-The provisions 
of pa~ph {1), rei~ to discrimination on the basis 
of handicapped status, shall not appl;r with respect to con­
struction projects commenced prior to January 1, 1977. 

"(b) l>rrERxiNATION BY THE SECRETABY.-
"(1) NOTICE OF NONOOKPLIANCE.-Within 10 da~ after the 

Secntary has received a hoi~ described in subseCtion (c)(l) 
or ha.s made a finding described m subsection (c) ( 4), with ~ 
to a State government or a unit of local government, he shall send 
a notice of noncompliance to such government setting forth the 
basis of such hold:ing or finding. 

"(2) PRoclmURE BEFORE SECRETARY; SUSPENSION OF PAYKENT OF 
REVENUE SHARING FUNDS.-Within 30 days after a notice of non­
compliance has been sent to a State government or a unit of local 
government in accordance with paragraph (1), such government 
may infonnally present evidence to the Secletl.ry regarding the 
issues of-

" (A) (except in the case of a holdinJr described in subsec­
tion (c) (1)) whether there ha.s been exClusion, denial, or dis­
crimination on account of race, color, national orcm, or sex, 
or a. violation of an_y prohibition against discrimination on 
the basis of age under the ~ Discrimination Act of 1975, 
or with respect to an 'otherwiSe qualified handicapped indi­
vidual', a.s provided in section 5()4. of the Rehabilitation Act 
of 1973, or a violation of any prohibition against discrimina­
tion on the basis of religion as provided in the Civil Rights 
Act of 1964 or title VIII of the Civil Rights Act of 1968, and 

"(B) whether the program or activity in connection with 
which such exclusion, denial, discrimination, or violation is 
charged ha.s been funded in whole or in part with funds made 
available under subtitle A. 

Before the end of such 80-day period, unless a compliance agree­
!Dent is ente~ in~ with such government, the secretary Shall 
lSSUe a. determination as to whether such government failed to 
comply with subsection (a). If the Secretary determines that such 
government ha.s failed to coin ply with subSection (a), the Secre­
tary shall suspend the payment of funds under subtitle A to such 
government unless such government within the 10 day period 
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following such determination enters into a compliance agreement 
or ~nests a hearing with respect to such detennination. 

"(8) J'l:um:NGS BEFORE ADJONISTKATIVE LAW JUDGE; SUSPENSION 
OR TERMINATION OF PAYKENT OF REVENUE 8HARING FtJNDS.-

"(A) Hearings requested by a State government or a unit 
of local government~ to paragraph (2) shall beain 
before an administrative law judge within 30 days after the 
Secretary receives the request for the hearing. 

"(B) Within 30 days after the beginning of the hearing 
:provided under sub~ragraph (A}, the administrative law 
Judge eonductin,t the hearing shall1 on the record then before 
him, issue a preliminary findin2 \which shall be consistent 
with subsection (c) (2)) as to wnether such government has 
failed to comply with subeection i~g If the tuiministrative 
law jud2e issues a preliminary .fin<J • that such government 
is not liKe1y to prevail, on the basis of the evidence presented, 
in demonstrating compliance with subsection (a); then the 
Secretary shall suspend the payment of funds uiul6r subtitle 
A to such government. No such pre~ findi!tg shall be 
issued in any case where a determination has previOOsly been 
issued under subparagraph (C). 

"(C) If, after the completion of such hea~, the adminis­
trative law judae issues a determination (consistently with 
subsection (c) (2)) that such government hu failed to com­
ply with subSeCtion (a), then, Unless such government enters 
mto a compliance agreement before the 31st day after such 
issuance, the Secretary, subject to the provisions of subpara­
graph (D), shall suspend the payment of funds under subtitle 
A to such government; if a susp_ension in accordance with 
subpat:a~r&ph (B) is still in eft~ then, subject to the 
provisions of subparagraph (D), that suspension is to be 
continued. 

"(D) In the event of a determination described in sub­
aiscragraph (C), the administrative ]aw judge m&Y.:, in his 

retion, order the termination of payment of fon'ds under 
subtitle A to such government or unit. 

"{E) If, after the completion of such h~, the adminis­
trative law judae issues a determination (consistently with 
subsection (c) (2) ) that there has not been a failure to com­
ply with subsection (a), and a suspension is in eft'ect in 
accordance with subpa_ragraph (B), such suspension shall be 

_promptly discontinued. 
" (c) Howma BY CoiDlT oa GoVJ:IlNJDINTAL AGENCY; Fnmma BY 

SEODrABY.-
"(1) DBaomPnoN.-A hoi~ is described in this paragraph if 

it is a holding by a Federal COurt, a State Court, or a Federal 
administrative law judge, with respect to a State government or a 
unit of local government which e~ds funds received under sob­
title A that such government has, in the case of a _Person in the 
United States, excluded such person from ~cipati.on in, denied 
such pel"BBOl the benefits of, or subjected such person to discrimi­
nation under any program or actinty on the ground of race, color, 
national origin, or sex, or violated any prohibition ~ dis­
crimination (A) on the basis of age under the Age DJBCrimina­
tion Act of 197!S or (B) with respect to an 'otherwise qualified 
handicapped individu&l , ae rrovided in section IS04 of the Reha­
bilitation Act of 1973 or ( C on the basis of religion as provided 
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in the Civil Rights Act of 1964: or title VIII of the Civil Rights 
Act of 1968, in connection with any such program or activity. 

"(2) EFFECT ON PROCEEDINGS OR HEARlNG.-If there has been a 
holding described in paragraph (1) with respect to a State gov~ 
emment or a unit of local government, then, in the case of pro­
~ by the Secretary J»Ursuant to subsection (b)(2) or a 
hearing pursuant to subsectiOn (b) (3) with respect to such gov­
ernment, such proceedings or such hearing shall relate only to the 
q_uestion of whether the ;program or activity in which the exclu­
SIOn, denial, discrimination, or violation occurred is funded in 
whole or in part with funds made available under subtitle A. In 
such p:rocee<I:mgs or hearing, the holding described in paragraph 
(1)1 to the effect that there has been exclusion, denial, or discrimi­
nation on account of race, color, national ori~m, or sex, or a viola­
tion of any prohibition against discriminatiOn (A) on the basis 
of age effected by the Age Discrimination Act ol1975, (B) with 
respect to an 'otherwise qualified handicapped individual', as pro­
vided in section 504 of the Rehabilitation Act of 1973, (C) on the 
basis of 1-eligion as J?,rovided in the Civil Rights Act of 1964: or 
title VIII of the Civil Rights Act of 1968, shall be treated as con­
clusive. 

"(3) EFFECT oF BEVERBAL.-If a holding described in paragraph 
(1) -iS reversed by an appellate tribunal, then proceedings under 
subsection (b) which are dependent upon such holding shall be 
discontinued; any suspension or termination of payments I"eSult­
U, from such proceedings shall also be discontinued. 

' ( 4) FINDING BY SECRETARY.-A finding is described in this 
paragraph if it is a findins by the Secretary with respect to a com­
plaint referred tom section 124(d), a determination by a State 
or local ad.ministrati ve agency, or other information (pursuant to 
procedures provided in regulations prescribed by the Secretary) 
that it is more likely than not that a State government or w1it of 
local government has failed to comply with subsection (a). 

"(d) CoMPLIANCE AGREEMENT,-For purposes of this section and 
seet1on 124, tL compliance agreement is an agreement between-

" ( 1) the ~vernmental office or agency responsible for prosecut­
ing the claim or complaint which. is the basis of the holding 
described in subsection (c) ( 1) and the chief executive officer of the 
State government or the unit of local government that has failed 
to comply w.ith subsection (a), if such. agreement is approved by 
the Secretary, or 

" ( 2) the Secretary and such chief executive oftker, setting forth 
the terms and conditions with which such government or unit 
has agreed to comply that would satisfy the obligations of such 
government under subsection (a). Such agreement shall cover all 
the matters which had been determined or would constitute fail­
ures to comply with subsection (a), and may consist of a series of 
agreements which in the aggre~ate, dispose of all such matters, 
Within 15 days dt;r the executiOn of such agreement (or, in the 
case of an agreement under paragraph (1) l.. the approval of such 
agreement by the Secretary, if later), the ~ecxoetary shall send a 
copy of such. agreement to each person who has filed a complaint 
referred to in section 12t(d) with respect to such f111ilmoe to com­
ply with subsection (a), or, in the case of an agreement under 
paragraph (1), to each person who has .filed a complaint with the 
governmental office or agency (described in such paragraph) with 
respect to such failure to comply with subsection (a). 

"(e) Ru'UlriPl'ION OF SusJ>ENDED PAYJONTS.-If payment to a State 

.T 
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government or a unit of local government of funds made available 
under subtitle A has been suspended under subsection (b) ( 2) or 
(b) (3), pyment of such funds shall be resumed only if-

"(1) such government enters into a compliance agreement 
(but only at the times and under the cireumstances set forth in 
such agreement, or, in the case of any agreement under subsection 
(d) (1), only at the times and under the circumstances set forth 
in the Secretary's approv&l of such agreement) ; 

" ( 2) such government complies fully with the holding of a 
Federal or State court, or Federal a.drilinistrative law judge, if 
that holding covers all the matters raised b:y the Secretary in the 
notice pursuant to subsection (b) (1), or if such government is 
found to be in com~liance with subseCtion (a) by such court or 
Federal administrative law judge; 

"(3) in the case of a hearing before an administrative law 
judge under subsection (b) (3), the ju~ detennines that such 
government is in compliance Wlth subsection (a) • or 

"(4) the provisions of subsection (c) (3) (riJ.ting to reversal 
of holding of discrimination) require such suspension of payment 
to be discontinued. 

For purposes of this section, compliance by a government may include 
the satisfying of a requirement of the payment of restitution to per­
sons injured by the failure of such government to comply with 
subsection (a). 

"(f) REtroxPrloN OF TERxiNATED PAnmNTB.-If payment to a 
State government or unit of local government of funds made available 
under subtitle A has been terminated under subsection (b)(3)(D), 
payment of such funds sh&ll be resumed only if the detennina.tion 
resulting in such termination is reversed by an appellate tribunal 

"(g) AUTHoRITr OF ArroRNEY G:BNERAL.-Whenever the Attorney 
General has reason to believe that a. State ~vernment or a unit of 
local government has e~ or is engaging in a pattem or practice 
in violation of the proVlSlons of this section, the Attorney General 
may bring a civil action in an appropriate United States district 
court. Such court may grant as relief any temporary restraining order, 
preliminary or permanent injunction, or other order, as necessary or 
appropriate to insure the full enjoyment of the rights described in this 
section, including the suspension, termination, or repayment of funds 
made available under subtitle A, or placing any further payments 
under subtitle A in escrow pending the outcome of the litigation. 

"(h) Ammnl'.ENTS BETWEEN AGENCIBS.-The Secretary shall 
endeavor to enter into agreements with State agencies and with other 
Federal agencies &uthorizing such agencies to investigate noncom­
pliance with subsection (a). The agreements shall describe the coop­
erative efforts to be undertaken (including the sharing of civil rights 
enforcement personnel and resources) to secure compfum.oo with this 
section, and shall provide for the immediate notification of the Secre­
tary of any actions instituted by such agencies a.pinst a St&te govern­
ment or a unit of local government alleging a. viOlation of any Federal 
civil rights statute or regulations issued thereunder.". 
SEC. 9. ACCOUNTING AND AUDITING PROVISIONS. 

Section 123 (c) (relating to aeoounting, auditing, and evaluation) 
is amended-

(12 by redesignating paragraph (2) as paragraph (9), and 
(2 by striking out pa~ph (1) and inserting in lieu thereof 

the ollowing new paragraphS: 
"(1) INDEPENDENT AUDITB.-Each State g-overnment and unit 

of local government which expects to receive funds under sub­
title A for any entitlement period beginning on or after J anu-

• 
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ary 1, 1977 (other than a government to which an election under 
~ph (2) applies with respect to such entitlement period), 
Shall have an independent audit of its financial statements con­
ducted for the purpose of determining compliance with this title, 
in a.coordance with generally accepted auditing standards, not 
less often than once every 3 years. 

"(2) ELwnoN.-Paragraph (1) shall not apply to any State 
or unit of local government whose financial statements are audited 
!lra:-dependent auditors under State or local law not less often 

eveey 3 years, if (A) such ~vermnent makes an election 
under this p&~:(>h that the provisions of paragraph (1) shall 
not apply, and (B) such government certifies tliat such audits 
under State or local law Will be conducted in accordance with 
generally accepted auditing standards. Such election shall include 
a brief description of the auditing standards to be applied. Such 
election shall &)?ply to audits of funds received under subtitle 
A for such entitlement periods as are specified in such election 
and as to which such State or local law auditing provisions are 
aprlicable. 

(3) SERIES (D' A'UDlTS.-If a series of audits conducted over a 
~riOd not exceeding 3 fiscal years covers, in the aggregate, all 
of the funds of accounts in the financial activity of such a gov­
ernment, then such series of audits shall be treated as a single 
audit for purposes of paragraph (1) and paragraph (2). 

"(4) ENTITLEKENTS UNDEB UB,OOO.-
"(A) The requirements of J.>aragr&ph (1) shall not apply 

to a State government or umt of local government for any 
fiscal period in which such government receives less than 
$2G,OOO of funds made available under subtitle A, unless sub­
paragraph (B) applies for such fiscal period. 

"(B) ln the case of a fiscal ~riod which is described in 
subparagraph (A), if State or local law requires an audit 
of such government's financial statements, then the conduct­
ing of such audit shall constitute compliance with the require­
ments of par&g!&ph (1). 

" ( 5) W AIVIIB.-The SeCretary may waive the requirements of 
pa~ph (1) or paragraph (2), in whole or in part, with respect 
to any State government or umt of local government for any fiscal 
period as to which he finds (in accordance with regulations pre­
scribed by the Secretary) (A) that the financial accounts of such 
governments for such period are not auditable, and (B) that such 
government demonstrates substantial progress toward making 
such financial accounts auditable. 

"(6) CooBDINATION WITH OTHER FEDERALLY REQUDtED AUD1'1'8.­
An audit of the financial statements of a State government or 
unit of local government for a fiscal period, conducted in accord­
ance with the provisions of any Federal law other than this title1 
shall be accepted as an audit which satisfies the requirements ot 
paragraph (1) with respect to the fiscal period for which such 
audit is conducted, if such audit substantially com~lies with the 
reawrements for audits conducted under paragraph ~ 1). 

{7) AUDIT OPINioNs.-Any opinions rendered w1th respect to 
audits made pursuant to this subsection shall be provided to the 
Secretary, in such form and at such times as he may require. 

"(8) CoKPTBOLl&ll GENERAL SHALL REVIEW OOKPLIANCE.-The 
Comptroller General of the United States shall make such reviews 
of the work as done by the Secretary, the State governments and 
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the units of local government as may be ~ for the Con­
gress to evaluate compliance and operations under this title.". 

SEC. tO. MISCELLANEOUS PROVISIONS. 
(a) BuooET Aor.-In accordance with section 401(d)(2) of the 

Congressional Budget Act of 1974: {81 U.S.C. 1351(dl(2); 88 Stat. 
297, 318), subsections (a) and (b) of section 401 of suen .Act shall not 
apP.li to this Act. 

(b l>EnNrr.roN OF "UNIT OF Loo.AL GoVERNJDJrr".-Seetion 108( d) p) defining "unit of local government") is amended by st~ out 
' municipality, township, or other unit o{ local government below the 
State which is a unit of general government" and insertinjr in lieu 
thereof "m.unici_palitl, or township, which is a unit of genera[ govern­
ment below the State • 
SEC.lL STUDY OF REVENUE SHARING AND FEDERAUSM. 

Subtitle C (relating to general provisions) is amended by adding 
at the end thereof the following new section: 
"SEC. 145. STUDY OF REVENUE SHARING AND FEDERAUSM. 

"(a) STUDY.-The Advisory Commission on Intergovernmental 
Relations shall study and evaluate the American Federal fiscal system 
in terms of the allocation and coordination of _Public resources among 
Federal, State, and local governments including, but not limited to, 
a study and evaluation of-

"(1) the allocation and coordination of~ and spending 
authorities between levels of government, including a comparison 
of other Federal Govermnentsystems; 

"(2) State and local governmental or~ation from both 
legal and operational vie1!J)Oints to determine how general local 
governments do and ought to relate to each other, to ~cial 
districts, and to State governments in terms of service and financ­
ing responsibilities, as well as annexation and incorporation 
res1!onsibilities; 

' (3) the effectiveness of Federal Government stabilization 
policies on State and local areas and the e1fects of State and 
local fiscal decisions on aggregate economic acti!itJ; 

" ( 4:) the legal and operational aspects of citizen participation 
in Federal, State, and lOcal governmental fiscal decisions; 

"(5) forces likely to a1fect the nature of the American Federal 
system in the short-term and long-term future and ~ble 
adjustments to such system, if any, which may be desirable, in 
light of future devel6:!e.!!.ts. 

"(b) CooPERATION 01" Fmmw. AcmNCIES.-
" (1) Each department, agency, and instrumentalit7 of the 

Federal Government is authorized and directed to furnish to the 
Commission, upon request made by the Chairman, and to the 
extent penmtt.ed. by law and within the limits of available funds, 
such d&ta, reports, and other information as the Commission 
deems necessary to carry out its functions under this section. 

"(2) The head of each department or agency of the Federal 
Government is authorized to provide to the Commission such serv­
ices as the Commission requests on such basis, reimbursable and 
otherwise, as may be a~ between the department or agency 
and the Chairman of the Commission. All suCh requests shall be 
made by the Chairman of the Commission. 

"(8) The Administrator of General Services shall provide to 
the Commission, on a reimbursable basis, such administrative sup­
port services as the Commission may request. 

co· 
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" (c) Rla.PoRTS.-The CommiABion shall submit to the President and 
the Congress such interim reports as it deems advisable, and not later 
than t.hree years after the day on which the first appro.Priation is made 
available under subsection (d), a final report contam~ a detailed 
statement of the findings and conclusions of the Commismon, toaether 
with such recommendations for legislation as it deems advisabfe. 

"(d) AlJ'I'HOBIZATION oF APPaoPBIATIONB.-There are authorized to 
be appropriated to the Commiasion, effective with the fiscal year 
~October 1, 1977, such sums as may be necessary to carry out 
the provisions of thiS section."· 
SEC.lZ. PROHIBITION ON USE FOR LOBBYING PURPOSES. 

Section 123 (relating to miscellaneous pro-risions) is amended by 
adding at the end thereof the following new subsection: 

"(eJ PRoHlBITION or Uo FOR LomiYING PtmPoas.-No State gov­
ernment or unit of local government may use anf part of the funds it 
receives under subtitle A for the purpose of lobbYJ:Dg or other activities 
intended to inftuence any legisl&tion regarding the provisions of this 
Act. For the purpose of this subsection, dues paid to National or State 
associations shall be deemed not to have been paid from funds ~eceived 
under subtitle A."· 
SEc. lL EFFECI'IVE DATES. 

(a) Except as otherwise provided in this Act, the amendments made 
~ this Act shall apply to entitlement periods beginning on or after 
January 1, 1977. 

(b) The amendment made by section 11 takes effect on February 1, 
1977. 

8~ of ths HOUle of~· 
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GENERAL REVENUE SHARING 

STATE AND LOCAL FISCAL ASSISTANCE AMENDMENTS 
OF 1976 (H.R. 13367) 

The President today signed H.R. 13367, a three and three-quarters 
year extension of the Federal Revenue Sharing program. 

The bill provides a total of $25,555,856,277 to be distributed 
over the 45-month period (January 1, 1977 through September 30, 
1980) to eligible State and local governments. 

BACKGROUND 

0 History - The General Revenue Sharing program was authorized 
by Title I of the State and Local Fiscal Assistance Act of 1972, 
which was signed into law on October 20, 1972. The present law 
expires on December 31, 1976. Under the current program States 
and local governments will have received $30.2 billion. 

0 Use - State and local governments have used these funds to 
maintain and expand a wide range of programs and services. 
According to the testimony of governors, mayors, and county 
officials, failure to extend the General Revenue Sharing pro­
gram would have resulted in increased property taxes, cutbacks 
in essential services or more unemployment. 

0 Provisions -The bill which cleared the Congress on September 30, 
1976, closely follows President Ford's legislative recommendations 
to preserve the essential concept of the current Act, provide 
continued growth in funding, and improve and strengthen the 
program. 

0 Renewal - President Ford recommended renewal of the General 
Revenue Sharing program on April 25, 1975, urging "that the 
Congress act to continue this highly successful and important 
new element of American Federalism well in advance of the ex­
piration date, in order that State and local governments can 
make sound fiscal plans." 

0 Extension and Funding - H.R. 13367 extends the General Revenue 
Sharing program through fiscal year 1980, from January 1, 1977, 
through September 30, 1980. It authorizes funds to be appropriated 
to the State and Local Government Fiscal Assistance Trust Fund 
to pay revenue sharing entitlements in the following amounts: 
for the period January 1, 1977, to September 30, 1977, $4.99 
billion; for each of fiscal years 1978, 1979, and 1980 a maximum 
of $6.85 billion. The actual authorization for each of these 

more 
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years will be determined by multiplying $5,65 billion by the 
ratio of individual Federal income tax receipts for the calendar 
year ending more than one year before the end of the entitle­
ment period, to 1975 receipts. 

This funding compares to the current annual funding rate of 
$6.65 billion. The Concurrent Resolution for Fiscal Year 
1977 includes outlays of $6.7 billion for the program. 

Present law provides for 
funds in the authorizing 
appropriations process. 
action. 

the appropriation of revenue sharing 
Act which removes them from the annual 
H.R. 13367 requires annual appropriation 

0 Nondiscrimination provisions - H.R. 13367 significantly amends 
the nondiscrimination provisions of the existing bill by broad­
ening their coverage and providing new expedited enforcement 
mechanisms. Prohibitions against discrimination on the basis 
of age, handicapped status, and religion are added to those in 
present law of race, color, national origin, and sex in programs 
or activities funded in whole or in part with revenue sharing 
funds. When an allegation of discrimination is made, the unit 
of government will have to meet a new test of "clear and con­
vincing evidence" that the program or activity is not directly 
receiving revenue sharing funds. 

The bill requires the Secretary of the Treasury to endeavor to 
enter into agreements with State and Federal agencies to inves­
tigate noncompliance with the nondiscrimination provisions. It 
adds an expedited process for determining noncompliance and 
ending payments, including hearings by administrative law judges. 
H.R. 13367 authorizes civil suits by private citizens, after 
exhaustion of administrative remedies, for redress of any act 
or practice prohibited by law, and authorizes the Attorney 
General to intervene in private actions "of general p~lic 
importance" brought for violation of the nondiscrimination 
provisions. Courts are authorized to award reasonable attorney 
fees to a prevailing plaintiff or defendant, other than the 
United States. 

0 Other major provisions of H.R. 13367: 

-- provides for greater public participation by requiring 
at least one public hearing on the possible uses of revenue 
sharing funds and at least one public hearing on the proposed 
use of revenue sharing funds in relation to the unit of 
government's entire budget. 

-- requires more detailed reporting by State and local 
governments on the use of revenue sharing funds, including 
setting forth the amounts and purposes for which the funds 
have been appropriated, spent, or obligated and showing their 
relationship to functional items in the government's budget 
and identifying differences between the actual use of funds 
received and their proposed use. 

-- requires units of government which expect to receive 
revenue sharing funds to have an independent audit of all 
their financial statements, in accordance with generally 
accepted auditing standards, to determine compliance with 
the revenue sharing law, at least once every three years. 
This requirement is waived for periods in which a unit of 
government receives less than $25,000. Present law does not 
require an independent audit, nor does it include waiver 
authority. 

more 
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-- repeals the provision limiting the use by local govern­
ments of revenue sharing funds to priority expenditure categories 
such as maintenance and operating expenses for public safety, 
environmental protection, public transportation, health, and 
capital expenditures authorized by law. This will give units 
of local government more flexibility in deciding how to use 
revenue sharing funds. 

-- repeals the prohibition on the use of revenue sharing 
funds by State or local governments for the matching share 
needed to receive other Federal grant funds. 

-- requires the Advisory Commission on Intergovernmental 
Relations (ACIR), effective February 1, 1977, to study and 
evaluate the American Federal fiscal system in terms of the 
allocation and coordination of public resources among Federal, 
State and local governments and to report within three years 
of the first appropriation for the study, to the President and 
the Congress on its findings and conclusions together with 
recommendations for legislation it deems advisable. 

-- amends the provisions on State maintenance of transfers 
to local governments to require that States maintain transfers 
at or above the average of their intergovernmental transfers to 
localities during the immediately preceding two years. Present 
law compares the level of transfers to those made in fiscal 
year 1972. 

-- requires the Secretary of the Treasury to report to 
the Congress not later than March 1 of each year on compliance 
with requirements on the use of funds by recipients, and to 
make proposals to remedy significant problems in the administra­
tion of the Act through appropriate legislation. 

# # # 




