
.' 

.. -' . 

. (\.Icj ,f,' 
, ; . .::r ~ ~t!, " 
. C) ~- ~ . 

'C\J'o \ Et .... ~ 

MAKING CIVIL RIGHTS SENSE OUT 
OF REVENUE SHARING DOLLARS 

I~i .~ ~~ 
S1 .~ -.. I' 

~~ , .::t ~ll . 
\ 

MnctROFICH~ . 

nmission on Civil Rights Clearinghouse Report 50 February 1975 

If you have issues viewing or accessing this file contact us at NCJRS.gov.



MAKING CIVIL RIGHTS SENSE 

OUT OF 

REVENUE SHARING DOLIARS 

United States Commission on Civil Rights 
Clearinghouse Publication 50 

February 1975 



• 

U.S. COMMISSION ON CIVIL RIGHTS 

The United States Commission on Civil Rights is a temporary, inde­
pendent, bipartisan agency established by the Congress in 1957 to: 

Investigate complaints alleging denial of the right to vote 
by reason of race, color, religion, sex, or national origin, 
or by reason of fraudulent practices; 

Study and collect information concerning legal developments 
constituting a denial of equal protection of the laws under 
the Constitution because of race, color, religion, sex, or 
national origin, or in the administration of justice; 

Appraise Federal laws and policies with respect to the denial 
of equal protection of the laws because of race, color, 
religion, sex, or national origin, or in the administration 
of justice; 

Serve as a national clearinghouse for information concerning 
denials of equal protection of the laws because of race, 
color, religion, sex, or national origin; and 

Submit reports, findings, and recommendations to the President 
and Congress. 

MEMBERS OF THE COMMISSION 

Arthur S. Flemming, Chairman 
Stephen Horn, Vice Chairman 
Frankie M. Freeman 
Robert S. Rankin 
Manuel Ruiz, Jr. 
Murray Saltzman 

John A. Buggs, Staff Director 



PREFACE 

The primary goal of revenue sharing is to restore strength and 

vigor to State and local government. Federal financial resources 

are provided so that State and local officials can exercise greater 

le3dership in solving their own problems. Revenue sharing will not 

accomplish its goal, however, as long as the people are not involved 

in deciding how these funds will be spent. 

The purpose of this publication is to stimulate public interest 

and participation in revenue sharing programs, particularly among 

those concerned with the rights of minorities and women. In this 

report, the U,S, Commission on Civil Rights describes how revenue 

sharing works, examines its civil rights implications, and ~~ .:~~gests 

ways in which local citizens can monitor or influence the USe of 

revenue sharing funds. 
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INTRODUCTION 

Revenue sharing comes in different forms. General revenue 

sharing, signed into law October 20, 1972,1 is intended to be new 

Federal funding that may be spent for almost any type uf service or 

project. Special r~venue sharing is viewed as a substitute for or 

consolidation of existing Federal grants in a particular program 

area. On December 28, 1973, manpower revenue sharing became the first 

of these to be enacted by Congress. More recently, grants for 

community development and some education programs were also consoli-

dated. 

Both general and special revenue sharing are part of an effort 

to reform the Federal grant system and move responsibility for major 

domestic decisionmaking activities from Washington, D.C., to the 
2 

States and local governments. Traditionally, most Federal aid to 

States and localities has been in the form of categorical grants, 

which are designed to meet some need that affects the entire Nation. 

Federal aid for the education of disadvantaged children (Title I of 

1. 31 U.S.C. §122l et ~. 

2. The Office of Revenue Sharing (ORS) , the arm of the Department of 
the Treasury recponsib1e for administering the general revenue sharing 
program, maintains that "/general! revenue sharing was enacted as a 
form of aid to the hard-pressed ~its of State and local government." 
ORS comments on this publication in draft, forwarded with letter from 
John K. Parker, Deputy Director, Office of Revenue Sharing, to John A. 
Buggs, Staff Director, U.S. Commission on Civil Rights (USCCR), on 
August 15, 1974 (hereafter referred to as ORS Comments). USCCR 
recognizes that this is consistent with the legislative history, 
which states that Congress intended general revenue sharing to ease 
the financial problems of State and local governments and to give 
them greater flexibility in the use of these funds. U.S. Code Congo 
& Ad. News 3882-3884 (1972). ORS also maintains that the term "'special 
revenue sharing' has become obsolete and is no longer being used." 
ORS Comments. Admittedly, much of what is called special revenue 
sharing possesses few of the features originally attributed to this 
type of aid. USCCR notes, however, that the term' is still used i.n 
reference to efforts at grant consolidation and simplification. See 
p. 70 for further discussion of this point. 

1 
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the Elementary and Secondary Education Act)3 is one example. It 

reflects the Federal Government's interest in enhancing the Nation's 

productivity by assisting States and localities to provide a good 

education to all citizens. 

In recent years, the number of categorical grants has increased 

tremendously as Congress has perceived more areas of concern. There 
4 are now over 500 of these grant programs. Each imposes substantial 

Federal controlF co assure that State and local recipients undertake 

projects to me.et the national purposes for which it was designed. 

Each requires a prospective recipient to submit a separate application, 

and each has its own rules and regulations governing program administra­

tion. Many have f. matching fund requirement compelling State and 

local governments to match Federal aid dollars at a given ratio. 

Several criticisms have been lodged against eategorical grants. 

The profusion of grants has often resulted in uncoordinated programs 

at the local level. Frequently, governments with the most expertise 

in grant application procedures have been the most successful irr 

obtaining Federal aid, regardless of their relative needs. Matching 

fund requirements have tied up State and local revenues that might 

otherwise have been used in worthwhile programs that are of strictly 

local concern. 

Revenue sharing is one approach to remedying some of the short­

comings of the Federal grant system. Only minimal administrative 

provisions are imposed, and States and localities are given consider­

able latitude in making spending decisions. 

In the eyes of those concerned with the rights of women and of 

racial and ethnic minorities, however, the solutions presented by 

revenue sharing also complicate the task of combating discrimination 

and its effects. Many Federal categorical aid programs provide 

3. 20 U.S.C. ~241(a)-241(m). 

4. Executive Office of the President, Office of Hanagement and Budget, 
Budget of the United States Governmen~, Special Analyses, Fiscal Year 
1973 (Washington, D.C.: Govemment ~frinting Office, 1912), p. 241. 
ORS asserts, without giving a source reference, that "/r/ecent tabu­
lations suggest a figure of over 1,000 /categorica1 grant programs/." 
ORS Comments. - -
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assistance to a specific target population. Even though they may 

not specifically be singled out as sole beneficiaries, a large 

number of minorities and women are often reached. Federal financial 

support for on-the-job training of disadvantaged youth, Head Start 

classes, and Medicaid services for the needy are but a few examples 

of such programs. 

In contrast, the purpose of revenue sharing is to strengthen 

States and localities, governments that, even more than the Federal 

Government, have denied minorities and women equal eillployment 

opportunities, passed discriminatory laws, and othenvise acted less 

than forcefully in upholding the civil rights of women and minorities. 

At the same time, since few restrictions are placed on the expendi­

ture of revenue sharing funds, civil rights advocates fear the 

Federal Government will pursue its enforcement of nondiscrimination 

la~vs less vigorously to avoid impinging upon the freedom otherwise 

intended to be given to recipient governments. 

Civil rights leaders also associate revenue sharing with what 

they perceive as a declining commitment to public participation in 

federally-funded programs. Several categorical grants-in-aid contain 

citizen participation requirements that have enaoled minorities and 

the poor to affect policy and program delivery of needed services.
S 

In many conU11unities, this has opened up a significant avenue of 

self-determination for the politically powerless. Poverty programs 

previously administered by the Office of Economic Opportunity (OEO) 

an.d Model Cities community development projects have been particularly 

noted for their tough guidelines on local participation. 

5. For a discussion on citizen participation in Federal aid programs, 
see Citizen Participation: A Review and Commentary on Federal Policies 
and Practices and Citizen Participation: The Local Perspective, both 
by Melvin B. Mogulof, published by the Urban Institute, Washington, D.C., 
in January 1970 and March 1970, respectively. 
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In recent years, however, successive steps have been taken 

first to dilute citizen participation requirements
6 

and then to 
7 

reduce funding or phase out these programs altogether. Revenue 

sharing, as an alternative, provides few mechanisms for holding 

public officials accountable. Thus, to many minorities and women, 

revenue sharing accomplishes its purpose to strengthen State and 

local governments - but at the expense of th~ir involvement in 

that process. 

6. For example, in Hay 1969 the Department of Housing and Urban 
Development (HUD) issued a memorandum banning situations in which 
only a local ci.tizens' group could initiate consideration of Model 
Cities projects~ In addition, mayors were asked to submit assurances 
to HUD that city planning responsibilities were not impeded in cir­
cumstances (1) where the Model Cities director reported to a citizen 
policy group rather than to city government, and (2) where the citizen 
participation structure had what amounted to a program veto. Mogu10f, 
Citizen Participation: Federal Policies and Pr.e:~tices, p. 71. The 
role of minorities and the poor in planning and administration of OEO 
programs has also been weakened as responsibility for ongoing projects 
has been turned over to other agencies. As a case in point, in early 
1973 the Department of Labor (DOL) began to transfer planning and 
operating authority for former OEO manpower programs from community 
action agencip.s to State and local governments. At least one-third 
of the board members of community action agencief: must be represent-3.­
tives of the poor living in the areas served. These agencies must 
also involve the poor in the conduct and evaluation of programs. 
Similarly stringent citizen participation requirements have not been 
imposed on State and local officials. See memorandum used to support 
plaintiffs' motion for a pr.e1iminary injunction in the case of 
Youngstown Area Community Action Council v. Arnett, C. A. No. 73-1908 
(D. D. C., Nov. 13, 1973). 

7. For a detailed account of fundi.ng cutbacks and program termina­
tions proposed by the administration, see the Budget of the United 
States Government for fiscal years 1974 and 1975. ORS points ou~ that 
unlike OEO and Model Cities pro.8,rams, "major program decisions {are 
made/ at the Washington level/under many Federal categorical grants 
anil ••• the funds effectively LbypasE...I the normal State and local 
budget process." ORS Comments. USCCR recognizes that some Federal 
programs provide little opportunity for local community involvement. 
The concern of many civil rights leaders, however, is that the pro­
grams with strong citizen participation requirements are being cut 
back. 



PART I 

GENERAL REVENUE SHARING 

On October 20, 1972, a unique form of Feder~·,l aid was established 
8 

when President Nixon signed the State and Local Fiscal Assistance Act. 

This act authorizes the payment of $30.2 billion in relatively 

unrestricted general revenue sharing funds to about 39,000 State 

and local governments during a 5-year period ending in 1976. Com­

prising about 12 percent of all Federal aid to State and local 

jurisdictions, general revenue sharing is the largest Federal domestic 

aid program in the United States. The program is administered by 

the Office of Revenue Sharing, an arm of the Department of the 

Treasury. 

8. 31 U.S.C. § 1221 ~~~. This act is hereafter referred to as 
the Revenue Sharing Act. 

5 



Chapter 1 

The A~location Formula 

The Revenue Sharing Act names States, cities, counties, townships, 

Indian tribes, and Alaskan native villages as those units of govern­

ment pligible to receive revenue sharing money. Periodically, the 

Office of Revenue Sharing (ORS) sends these governments revenue 

sharing checks, the amount of which is determined by the total funds 

authorized for disbursement during that payment period, the alloca­

tion formula, and the data used in computing the formula. 

The Revenue Sharing Act provides that $30.2 billion will be paid 

out to States and localities between January 1972 and December 1976. 

This sum is divided among seven entitlement periods in such a way 

that eligible governments receive increasing amounts as the cost of 

goods and services rises. The duration of each entitlement period 

and the amounts authorized for distribution are: 

Entitlement Period Dates Amount (in millions) ---
1 Jan. -June 1972 $2,650 

2 July-Dec. 1972 2,650 

3 Jan. -June 1973 2,987.5 

4 July 1973-June 1974 6,050 

5 July 1974-June 1975 6,200 

6 July 1975-June 1976 6,350 

7 July-Dec. 1976 3,325 

ORS disburses these funds to State and local governments in quarterly 

installments. 

Several steps are followed to determine the allocation of 

revenue sharing money among States and to units of government within 

each State. Funds available for disbursement in any one ~uarter are 

divided among States according to whichever of two formulas yields 

each the most money. The use of two formulas is the result of [ 

compromise between the House of RApresentatives and the Senate. The 

6 
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9 original Senate version has three factors: population, tax effort, 

and per capita income. These three factors, plus urban population
lO 

and State income taxll receipts, constitute the second formula, which 

is the original House version. Since each State is entitled to the 

greater of two amounts, the total is more than the actual amount 

available for disbursement. Each State's share is, therefore, scaled 

d . I 12 own proport~onate y. 

Of the total funds going to each State, the State government is 

apportioned one-third.
13 

The remaining two-thirds are distributed to 

various units of local government. First, the money is divided among 

9. Tax effort is the percentage of personal income paid in State and 
local taxes. For purposes of apportioning money among the States, 
all taxes collected by all jurisdictions within the State, including 
the f~ate government, are counted. 

10. "Urbanized population means the population of any area consisting 
of a central city or cities of 50,000 or more inhabitants (and of the 
surrounding closely settled territory for such city or cities) which 
is treated as an urbanized area by the Bureau of the Census for 
general statistical purposes." 31 U.S.C. § l228(a)(2). 

11. For the purpose of computing a State's entitlement, the State 
income tax amount must fall between 1 and 6 percent of Federal 
income tax liabilities. 

12. For calendar year 1972, each share was reduced by 8.4 percent. 
Because of the scaling down process, most States receive something 
between the amounts they would have been entitled to had either the 
three-factor or five-factor formula been adopted. However, 11 States 
actually receive less than they would have under either formula 
(Colorado, Florida, Indiana, Minnesota, Missouri, Nevada, Pennsyl­
vania, Rhode Island, Texas, Virginia, and Wisconsin). Joint Committee 
on Internal Revenue Taxation, General Explanation of the State and 
Local Fiscal Assistance Act and the Federal-State Tax Collection Act 
of 1972 (Washington, D.C.: Government Printing Office, 1973), pp. 10 
and 26. 

13. If a State does not maintain its level of aid to local govern­
ment, its revenue sharing allocation is reduced by the amount of 
the decrease in intergovernmental aid. 
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14 
county areas using three factors of population, tax effort, and 

per capita income. (See figure 1.) . If an Indian tribe or Alaskan 

native village within the county has a "recognized governing body 

which performs substantial government functions," it receives a 

h b d · . f h 1 1 . 15 s are ase on ~ts proport~on 0 t e tota county popu at~on. The 

remaining money is apportioned among three levels of government 

the county, all cities, and all townships16_- based on the percentage 
17 

of total adjusted taxes raised in the county area by each level. 

The cities and townships divide their shares among themselves accord­

ing to the three factors of population, adjusted tax effort, and per 

capita income. 

14. The term county area refers to the geographic area within the 
legal boundaries of the county and includes all local governments 
as well as the county government. It also refers to parishes in 
Louisiana and boroughs in Alaska. 

15. Several inequities may occur in allocations to Indian tribes. 
In determining which tribes are eligible to receive revenue sharing 
money, the act is unclear whether it refers only to tribes having 
land over which they govern or also to tribal governments located 
some distance from a reservation. Moreover, the act and ORS regula­
tions do not clarify what is meant by the vague term "substantial 
government functions." Questions have also been raised whether 
~ongress intended only tribal members living on tribal land to be 
counted in population figures or whether all members living in 
county areas contiguous with a reservation are to be included. 
Finally, methods used to arrive at tribal population counts have not 
been applied uniformly and in some cases their validity may be 
challenged. See Reese C. Wilson and E. Francis Bowl .tch, Jr., 
General Revenue Sharing Data Study, vol. 4 (Menlo Park, Ca.: 
Stanford Research Institute and Cambridge, Mass.: Technology 
Management, 1974), appendix F. 

16. Township governments are found in 21 States. 

17. Adjusted taxes are those raised for purposes other than educa­
tion. 



Figure 1. Intrastate Distribution of Federal Revenue Sharing Funds 

State automatically 
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county population. 

County government, all townships, 
and all municipalities receive shares 
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Townships and municipalities distri­
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to population, adjusted tax effort, 
and relative per capita income. 
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Thus, of the $63,010,333 going to units of government in Arizona 

during the current entitlement period, $20,991,955 will be granted to 

the State and the remainder ~vill be divided among 14 county areas. 

Nearly $20.6 million alone will be distributed among Maricopa County 

area jurisdictions. Approximately $6.3 million of that amount will 

be allocated to the county government and another $367,580 will go to 

4 Indian tribes located in the county. Of the remainder ~vhich will 

be distributed among 18 cities and towns, the largest amount ($9.7' 

million) will go to Phoenix. 

Three exceptions to the standard allocation formula also affect 

the amount local governments receive. If the annual revenue sharing 

payment due to a city or township is less than $200, or if any such 

unit of government waives its entitlement, that money reverts to 

the county. A second provision prohibits any local government from 

receiving an allocation that is more than 50 percent of its adjusted 

taxes plus aid received from other governmental units. The Revenue 

Sharing Act also states that the per capita entitlement of any unit 

of local government must fall between 20 and 145 percent of the 

average per capita entitlement of all local governments. 

In order to calculate the revenue sharing allocation for each 

unit of government, certain data are needed on population, personal 

. t d . 1 . d 18 Pl' d . Lncome, axes, an Lntergovernmenta aL. opu atLon an Lncome 

data are derived from the 1970 Census of Population and Housing 

conducted by the Bureau of the Census. Even where the population or 

income of the residents of a locality has changed, with few exceptions, 

18. The Office of Revenue Sharing gives up-to-date detailed data 
definitions of factors used in the allocation formula in its publica­
tions Data Definitions for Allocations to Local Governments (Washington, 
D.C.: Government Printing Office, 1974) and Data Definitions for 
Allocations to State Governments for Entitlement Period 5 (Washington, 
D.C.: Government Printing Office, 1974). 
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19 
ORS has continued to use 1970 data. ORS reasons that the cost of 

more frequent censuses would be prohibitive and it is important to 

maintain uniformity of data for all units of government. 

In contrast, ORS annually updates information on the finances 

of State and local governments. Financial data used for all but the 

fourth entitlement period (July 1973-o June 1974) are collected 

through special surveys conducted by the Bureau of the Census. Data 

for fourth entitlement period allocations were derived from the 1972 
20 

Census of Governments. Recipient governments are informed of the 

data elements being used to calculate their allocations and are 

given an opportunity to check them for accuracy and to contest data 

they consider erroneous. 

Ineguities in Revenue Sharing Allocations 

Certain inequities arise in the distribution of revenue sharing 

money because of the allocation formula and because some of the data 

used in calculating each government's allocation are of questionable 

accuracy. For example, the formula enacted by Congress fails to 

recognize differences in State and local responsibility for govern­

mental services. The decision to give States one-third of the revenue 

sharing funds was based on the fact that, on the whole, direct expendi-
21 

tures of State governments are about one-third of all money spent 

by State and local goverruuents combined. However, actual State 

19. Population data are revised to reflect boundary changes picked 
up in an annual Boundary and Annexation Survey conducted by the C,ensus 
Bureau. However, even in these cases the 1970 population of the 
geographic area annexed is used in making the change. 

20. The Census Bureau is required by law to take a Census of Gov(~rn­
ments every 5 years. 

21. Direct expenditures do not include intergovernmental transfers, 
such as State aid to local government. Thus, revenue collected by 
the State but spent by a city would be considered a direct: expenditure 
of the municipality. 
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expenditures as a percentage of total direct expenditures range from 

k 72 . .. 22 
25 percent in New Yor to percent ~n Hawa~~. 

The formula also does not take full account of the relative 

financial needs of units of local government. Revenue sharing may 

represent a windfall for many governments that provide few services 

for residents. For example, many Midwestern townships do little more 

than maintain local roads but rec.eive revenue sharing money along with 

other governments that provide a much broader array of services. 

Several of these townships receive more than they would othenvise be 

entitled to because of the rule providing that no local government 

may receive less than 20 percent of the average per capita entitlement 

in its State.
23 

Yet, other recipients, most notably larger urban 

jurisdictions with substantial minorIty populations, have become 

dependent on revenue sharing to provide basic services formerly 

financed by overburdened local tax revenues. 

Furthermore, many cities are penalized by the provision that 

limits the per capita allotment of individual localities to no more 

than 145 percent of the average entitlement of all local governments 

within the State. Many cities do not receive their full entitlement 

because of this restriction, including Detroit; St. Louis; Louisville, 

Kentucky; Philadelphia; Baltimore; Boston; and Richmond, Va., all of 

22. ORS feels that any criticism of Congress' decision to give 
States one-third of the revenue sharing funds "bears some sC.E.utiny." 
It observes that "States enjoy greater legal freedom to act/,/ ••• 
generally m~ perform without restriction /~f7 local govern;ent 
boundariesL, possess greate~7 ••• ability ••• to-initiate new programsL~ 
and ca£/ coordinate the efforts of localities." ORS Comments. 

23. Advisory Commission on Intergovernmental Relations, General 
Revenue Sharing: An ACIR Re-evaluatio~ (Washington, D.C.: Govern­
ment Printing Office, 1974), pp. 8-12. 
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which have large minority populations. 24 

Lack of direct comparison among units of government compounds 

these inequitiea. Because of the way in which funds are divided 

among recipients, all"cations to particular municipali ties in a 

county are affected directly by characteristics of other governments 

within the same county. A.s a consequence, a wealthy city in a poor 

county can receive more than a poor city in a wealthy county because 

there is a larger amount of money to distribute among jurisdictions 

in the poor county. For example, the city of Chester located in 

relatively wealthy Delaware County, Pa., has a lower per capita 

income and a higher tax effort than Harrisburg, Scranton, Erie, and 

Allentown, all of which are located in other counties. Nevertheless, 

all of these cities receive more per person in revenue sharing funds 

than Chester, which is almost 50 percent black (table 1). 

Disparities among cities Qf different States may be even more 

unfair. As shown in table 1, seven large Texas cities have a higher 

tax effort and lower per capita income than either Albuquerque, New 

Mexico, or Little Rock, Arkansas, but receive several dollars less 

per person in revenue sharing funds than either of those two cities. 

Assuming that residents of these communities also benefit from 

revenue sharing allocated to their respective State and county 

24. Ibid. Calculations of entitlements for the fourth entitlement 
period indicate that ultimately 529 county areas are affected by 
the 145 percent limitation. In most of the county areas, one or 
more municipalities are subject to this limitation. 

ORS does not concur in this analysis of the impact of the 
allocation formula. It notes that the formula is based upon factors 
some of which are criteria of need, per capita income being the most 
obvious of these. It also points out that townships, where they are 
less "active," receive less in revenue sharing funds than other locl1,l 
governments. With respect to the 145 percent limitation, ORS submits 
that Congress' intent was to prevent "extreme disparities in per capita 
entitlements" from occurring rather than 11 to penalize ci ties. 11 ORS 
Comments. 



Table 1. A Comparison of Per Capita Revenue Sharing Funds for Selected Cities 

Total Revenue 
Per Capita Tax Sharing Funds Per Capita 

City Population Income Taxes .'. Effort" 
"'(,-'" 

Received'" Enti tlement"do', 

Chester, Pa. 56,331 $2,L'14 $4,522,519 3.07 $2,091,492 

Allentown, Pa. 109,871 3,258 9,082,000 2.54 4,122,054 
Harrisburg, Pa. 68,061 2,8(;1 5,927,392 3.01 2,850,627 
Erie, Pa. 129,231 2, nf. 9,597,000 2.68 5,915,950 
Scranton, Pa. 102,696 2,801 7,825,000 2072 5,023,314 

Austin, Tex. 251,808 2, (198 19,989,000 2.65 8,114,711 
San Antonio, Tex. 707,503 2,426 37,371,000 2.18 22,979,114 
Lubbock, Tex. 149,101 2,817 9,999,668 2.38 5,138,472 
Amarillo, Tex. 127,010 3,009 10,714,203 2.80 4,478,458 
Beaumont. Tex. 117,548 2, ~ 8Lf 9,882,119 2.82 4,153,682 
Corpus Christi, Tex. 204,525 2, (,t}Lf 14,900,000 2.76 8,627,865 
El Paso, Tex. 322,261 2,3';:0 21,524,000 2.79 14,696,868 

Little Rock, Ark. 132,483 3,lC6 7,171,000 1.71 7,484,266 
Albuquerque, N.M. 243,751 3,091 15,868,796 2.11 16,740,925 

"<'Tax Effort = Total Taxes x 100 
Population x Per Capita Income 

'~"<This includes payments made during entitlement periods 1, 2, 3, and if with adjustments madl~ 
during entitlement period 5. 

$37.13 

37.52 
41.88 
45.78 
48.91 

32.23 
32.48 
34.46 
35.26 
35.34 
42.18 
45.61 

56.49 
68.68 

inh"This is total revenue sharing funds l'lr the first lour entitlement periods divided by the: population 01 the 
city. 

Sources: Office of Revenue Sharing, Data Elements: Entitlement Period 4; Lfth Entitlement Period 
Allocations with Adjustments for Entitlement Periods 1. 2. & 3; and 5th Entitlement 
Period Allocations with Prior Period Adjustments. 

I-' 
-!>-
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governments, the per capita allotments paid to these levels of 

government, nevertheless, do not equalize disparities in entitlements 

1 
.. 25 among tle c~t~es. 

Aside from the inequities inherent in the allocation fOllUu1a 

itself, the validity of the data used to calculate entitlements also 

poses difficulties. Data used for the population factor are the 

most notable example. TIle Bureau of the Census estimates that 5.3 

million people, or 2.5 percent of the population, were not counted in 

the 1970 census. Nearly 8 percent of the black population was missed. 

TIlere are indications of significant undercounts among Spanish speaking 
26 

people as well. Further, since minority group people are dispro-

portionately found among the poor, population undercounts also affect 

the per capita income and tax effort factors. TIlus, jurisdictions 

25. ORS maintains that per capita entitlements of the 7 Texas cities 
shown in table 1 are lower thflU those in Albuquerque and Little Rock 
because "Texas is one of the few states \vhich has yet to enact an 
income tax •••. " ORS argues that ,,/;::/ ather than bemoaning this si tua­
tion, /;;ne should! w'e1come the penalizing of a regressive state tax 
system-:-" ORS Co;ments. USCCR points out that local governments 
are also adversely affected when a State does not levy an income tax 
since revenue sharing funds are first allocated among State areas. 

26. TIle Bureau of the Census has estimated the extent of underenumer­
ation for blacks and whites, males and females, and for people in 
different age groups. See Bureau of the Census, Department of Commerce, 
"Estimates of Coverage of the Population by Sex, Race, and Age in 
the 1970 Census" (prepared by Jacob S. Siegel), paper present~d at 
the annual meeting of the Population Association of America, New Orleans, 
La., April 26, 1973. Similar estimates were not made for persons of 
Spanish speaking background although there is strong evidence that 
they were disproportionately underenumerated. See U. S. Commiss':on on 
Civil Rights, Counting the Forgotten (Hashington, D. C.: Government 
Printing Office, 1974). 
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with large minority populations lose a considerable amount of 

h 
. 27 

revenue s arlng money. 

When data are inadequate for providing equitable allocations, 

the Office of Revenue Sharing can use information from sources other 

than the 1970 census. Revised data can be in the form of estimates. 

Nevertheless, ORS has yet to alter population data to account for 

the underenumeration of blacks, Spanish speaking persons, or other 
. .. 28 mlnorltles. 

27. The Census Bureau acknowledges that L1.cge cities having heavy 
concentrations of blacks probably have higher undercount rates than 
areas with more balanced racial distribution, since the rate of under­
enumeration for blacks is generally higher than that for whites. 
The Census Bureau claims, however, that it is unable to prepare reliable 
estimates of undercoverage for individual jurisdictions. It argues 
that reliable data on migration within the United States needed to 
produce these estimates are not available. Bureau of the Census, 
I1Estimates of Coverage,11 pp. 24-26. In its decennial census, the 
Bureau itself collects data on place of birth and place of previous 
residence. These ques tions, nevertheless, are asked of orlly a sample 
of the population. This detracts from their reliability in estimat-
ing population undercounts by jurisdiction. 

28. At the time ORS submitted its comments, it maintained that 
"population only affects a locality's entitlement wh£n the recipient 
government is constrained /by 145 percent limitation/." It further 
r'lted that "two per-cent lSi!::] of the white population was undercountedl1 
and that I1cities with minority populations might suffer from new 
allocations," even though the underenumeration rate is greater for 
minorities. ORS Comments. Subsequently, ORS received the results of 
a data study it contracted from Stanford Research Institute and 
Technology Management, Inc., indicating that the vast majority of 
governments would be affected by population adjustments regardless 
of whether they are subject to the 145 percent limitation. Study 
findings also suggest that cities with large minority populations 
and governments subject to the 145 percent limit would benefit the 
most from population adjustments. Reese C. Wilson and E. Francis 
Bowditch, Jr., General Revenue Sharing Data Study, 4 vols., prepared for 
the Office of Revenue Sharing (Menlo Park, Ca.: Stanford Research 
Institute and Cambridge, Mass.: Technology Management, August 1974). 
Similar findings were also made in a study conducted for the Joint 
Center for Political Studies. Robert P. Strauss and Peter B. Harkins, 
The 1970 Undercount and Revenue Sharing: Effects on Allocations in 
New Jersey and Virginia (Washington, D.C.: Joint Center for political 
Studies, 1974). 

---~ 
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Inequitip.s in the allocation formula itself may be resolved in 

other ways. Foreseeing that the formula might do injustice to some 

local governments, Congress gave State legislatures limited power 

to change it. Once during the life of the a.c t, each S tate may 

modify the formula for distributing money among county areas, cities, 

and other units of local government. Under this provision, States 

may use populatic:7"). and tax effort alone, population and relative per 

capita income alone, or any combination of these fac~ors in modify-
29 ing the formula. The change must apply to all governments within 

the State and would remain in effect until December 1976. It would 

not alter a State's entitlement or change the total amount going to 

governments within the State. It would only affect the distribution 

of revenue sharing money among local governments. 

No State has yet taken advantage of this provision, presumably 

because any improvement in fund distribution would not be worth the 

difficulty of reaching a compromise that would satisfy all jurisdic­

tions. The effect any change might have on jurisdictions with a 

large number of minorities is unknmm. Because of the differing 

characteristics of governmental units, such a change might reward 

one largely minority jurisdiction while penalizing another. 

29. The Revenue Sharing Act attempts to assign equal weight tG these 
factors. Any change in the formula made by State governments could 
give substantially different weights to them. For example, relative 
per capita income could be counted twice. 



Chapter 2 

Spending Limitations and the Uses of Revenue Sharing 

Several factors influence the manner in which State and local 

governments use general revenue sharing funds. The Revenue Sharing 

Act itself places some limitations on expenditures. These relatively 

few limitations, however, still allmv a wide range of choice to 

States and localities. In making those choices, the role each level 

of government already plays in providing goods and services is an 

important determinant. The financial well-being of a community and 

the political persuasion that special interest groups exercise also 

figure significantly in spending decisions. 

The Spending Limitations 

Of the spending restrictions in the Revenue Sharing Act, some 

apply to all recipients. Others are imposed exclusively on either 
30 

State or local governmsnts. 

1. All recipients: 

a. Prevailing wages must be paid to employees when 25 
percent or more of a project's cost is paid from 
revenue sharing. 

b. No revenue sharing money may be used directly or 
indirectly to meet matching fund requirements of 
other Federal aid programs. 

c. No person can be subjected to discrimination on 
the ground of race, color, national origin, or 
sex in any program or activity funded in whole 
or in part with revenue sharing. 

d. Revenue sharing money must be spent in accordance 
with the laws and procedures applicable to a 
government's own revenues. 

30. All spending restrictions apply equally to interest eal~ed from 
the investment of revenue sharing funds. 

18 
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2. State governments: 

States must maintain their level of aid to local governments. 
Failure to do so will result in the reduction of a State's 
entitlement. 

3. Indian tribes and Alaskan native villages: 

Revenue sharing can only be spent for the benefit of members 
of t2e tribe or village. 3l 

4. Local governments (cities, counties, townships, Indian tribes, 
and Alaskan native villages): 

Money may be spent only in the following priority areas: 
32 

(1) Maintenance and operating expenses for: 

(a) Public safety (including law enforcement, fire 
protection, and building code enforcement). 

(b) Environmental protection (including sewage dis­
posal, sanitation, and pollution abatement). 

(c) Public transportation (including transit systems and 
streets and roads). 

(d) Health. 

(L) Recreation. 

(f) Libraries. 

(g) Social services for the poor and aged. 

(h) Financial administration. 

31. More specifically, the law states that funds may be spent only 
for the benefit of members of the tribe or village residing in the 
county area from which the funds were allocated. Often the area 
served by an Indian tribe covers more than one county, and the 
amount the cribal government receives for members in each county may 
differ depending in part upon the total allocation flowing into the 
county area. These circumstances, nevertheless, do not preclude 
the possibility of constructing or operating a facility in one 
county for the benefit of the entire tribe or village. 

32. These are costs necessary for maintenance of the enterprise, 
rendering of services, sale of merchandise or property, production 
and disposition of conmlOdities p:coduced, and collection of revenue. 



20 

(2) Capital expenditures33 authorized by State or local law. 

In addition, revenue sharing funds may be used to repay 
outstanding bonded indebtedness, provided that: 

(a) They are used to pay the principal, but not the 
interest, on the debt. 

(b) They are used to retire debts on "priority area" 
expenditures. 

(c) Actual expenditures from the proceeds of the bond 
issue were made after January 1, 1972. 

Capital outlays may include expenditures for education, housing, 

and community and economic development as well as for items allow­

able under operational and maintenance expenses. However, where 

State or local law expressly prohibits or does not provide enabling 

legislation for cities and counties to support capital expenditures 

in a particular program area, these expenditures would similarly be 

prohibited by the Revenue Sharing Act. Most cities, for example, 

cannot use revenue sharing for school construction because this is 

normally the financial responsibility of local school districts that 

operate independently of city government.
34 

33. These are expenditures resulting in the acquisition of or 
addition to fixed assets, such as land, buildings, machinery, 
furniture, and other equipment. 

34. ORS notes that States and cities can ~~nd revenue sharing money 
for school construction by the "transfer /of/ funds to school dis­
tricts." ORS Comments. USCCR notes that-elsewhere ORS has ruled 
that general revenue sharing transfers to another jurisdiction can be 
made only if State or local laws permit a government to transfer its 
own revenues for the same purpose. Office cf Revenue Sharing, One 
Year of Letter Rulings on General Revenue Sharing: A Digest (Washing­
ton, D.C.: Government Printing Office, March 1974), pp. IV 2-3. Only 
1.7 percent of all school systems in the United States operate as 
agencies of and are fiscally dependent upon a city government. Bureau 
of the Census, Department of Commerce, 1972 Census of Governments, 
Finances of School Districts (Washington, D.C.: Government Printing 
Office, 1974), p. 1. Thus, few cities are legally able to transfer 
revenue sharing funds to local school districts. Moreover, about half 
the States would be unable to transfer revenue sharing funds to school 
districts for construction purposes since they are not permitted to use 
their own revenues in this fashion. Bureau of the Census, Department 
of Commerce, 1972 Census of Governments, State Payments to Local Govern­
ments (Washington, D.C.: Government Printing Office, 1974), table 7. 
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Loopholes in the Spending Limitations 

Several characteristics of State and local finance and account-

ing make it difficult, if not impossible, to enforce the spending 

restrictions. For example, local governments can effectively avoid 

the "priority area" spending limitations imposed on them. In order 

to maintain their separate identity as Federal money, revenue 

sharing funds are required to be deposited in a locally established, 

special trust fund. However, once they leave the trust fund it 

becomes difficult to trace expenditures of revenue sharing funds to 

their true and final destination. Although local governments may 

use revenue sharing directly to pay for a "priority" expenditure, 

such as police protection, local money thus saved can be redirected 

or shifted to another priority area or even to nonpriority uses. As 

a consequence, increases expected to result from the allocation of 

revenue sharing money to a particular program may not resemble the 

actual increase in spending for that program.
35 

Perhaps the most well-knmvn case of fund shifting occurred in 

early 1973 when Sam Massell, then mayor of Atlanta, attempted to 

spend revenue sharing money indirectly for a nonpriority use. He 

planned to allocate $4.5 million in revenue sharing for direct pay­

ment of firefighters' salaries. Mayor Massell repeatedly announced, 

however, that his real intent was to use local money thus made 

available to give water and se~ver rebates to all citizens with a 

city water account. 

35. ORS points out that its regulations require revenue sharing 
moeny to be audited to its final use. ORS Comments. As USCCR 
discusses on p.42 of this report, ORS' audit guide only requires 
auditors to trace direct uses of revenue sharing funds. Auditors 
do not determine the uses to which governments may redirect local 
revenues that are freed up by the expenditure of revenue sharing 
money. 
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36 
A Federal district court in Mathews v. Massell ruled that this 

planned use was illegal. The court made an important distinction, 

however. Expenditures are permissible from funds that are legiti­

mately made available when revenue sharing money is used for 

municipal services that otherwise would have been paid for out of 

local general funds. Expenditures from funds transferred from one 

account to another simply to avoid the restrictions of the Revenue 

Sharing Act are not. Thus, the decision does not necessarily 

prevent State or local governments from using revenue sharing funds 

as a basis for redirecting freed-up local revenue to nonpriority 

expenditures if the recipient is not attempting expressly and 

overtly to override the law. 

Shifting of revenue sharing funds affects enforcement of civil 

rights protections. Any program or activity directly funded by 

revenue sharing is, of course, subject to the nondiscrimination 

provisions of the Revenue Sharing Act. 37 Any program or activity to 

which legitimately freed-up local revenues are redirected, however, is 

not covered. If discrimination occurs in such a program or activity, 

remedial action must be taken under the authority of some other 

civil rights law. 

36. 356 F. Supp. 291 (N.D. Ga. 1973). 

37. Use of revenue sharing in one aspect of a program gives ORS 
jurisdiction over all aspects of the same program. For example, if 
revenue sharing money is used to purchase police cars, nondiscrimina­
tion provisions of the Revenue Sharing Act then also extend to 
employment practices, police protection services, treatment in local 
jails, and other functions performed by the police department. 
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Circumvention of matching fund restrictions is also possible. 

Since many of the programs requiring State and local governments to 

match Federal funds are also those p:':'oviding social and economic 

welfare assistance, the presence of loopholes is of special interest 
. .. d 38 to mlnorltLea an women. 

The law states that revenue sharing may not be used directly or 

indirectly to meet the matching fund requirements of other Federal 

aid programs. 39 Direct use of reven~le sharing money to match 

Federal dollars is fairly easy to detect, but indirect use is not. 

A State or local recipient cml appropriate revenue sharing to a 

project that is not supported by Federal matching funds and, through 

a series of "paper" transfers, purposely or unintentionally redirect 

freed-up local revenues to meet matching fund requirements on another 

proj ect. 

Regulations on the indirect use of revenue sharing funds are 

fairly permissive. \\fhen a government's mvn revenues, exclusive of 

revenue sharing, increase enough each year to cover additional 

Federal matching funds, that government is presumed to be using its 

own revenues to meet matching fund requirements. No further checks 

are required to determine if, in fact, revenue sharing money is 

being utilized as matching funds. 

38. Federal programs with a matching fund requirement include 
family planning projects, the school lunch program, technical assist­
ance grants for minori.ty business development, Head Start preschool 
education for the poor, maternal and child health care projects, 
community mental health centers, Medicaid, social services and 
manpower training for welfare recipients, programs to help migrants 
leave the migrant stream, and grants for urban mass transit. See 
Executive Office of the President, Office of Management and Budget, 
Catalog of Federal Domestic Assistance; 1973 (Washington, D.C.: 
Government Printing Office, 1973). 

39. Revenue sharing may be used directly as supplementary financing 
when local revenues allocated to a federally-assisted program are 
sufficient to meet any matching fund requirements. 
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Experience indicates that most units of government will have 

little difficulty in meeting standards s?t by the regulations on 

indirect use. In the last few years, State and local governments 

have had to allocate about 10 percent of their own revenues to 
40 match Federal grants. At the same time, revenue from their own 

41 
sources has grown at an average annual rate of about 9.5 percer.t. 

Unless there is an unprecedented increase in State and local parti­

cipation in Federal programs calling for matching funds, growth in 

revenue should be sufficient to meet additional matching fund 
. 42 

requ~rements. 

Other Factors Affecting Revenue Sharing Expenditures 

Certain political and financial realities exert considerable 

influence on the choices made by State and local officials. For 

example, where local governments are concentrating revenue sharing 

40. Executive Office of the President, Office of Management and Budget, 
Special Analyses, Budget of the U,S, Government, Fiscal Year 1974 
(Washington, D.C,: Govemllient Printing Office, 1973), p. 217. 

41. Ibid., p. 212. 

42. Inflation can undermine the ability of State and local govern­
ments to elude the matching fund restriction by detracting from their 
real purchasing power. In the past decade, the rise in cost of goods 
and services for State and local governments has averaged about 5 
percent annually. Thus, the effective increase in their purchasing 
power has been about 4 percent. (This inflation rate is the average 
annual increase in the implicit price deflator for State and local 
governments reported in Historical Statistics on Governmental Finance 
and Employment, U,S, Department of Commerce, Bureau of the Census, 
1967 Census of Governments, and the 1972 and 1973 July issues of Survey 
of Current Business, U,S, Department of Commerce, Bureau of Economic 
Analysis. The implicit price deflator indicates the amount of money 
required to buy the same good3 and services which in 1958; the base 
year, could have been purchased for $100.) Where revenue sharing has 
enabled units of government to provide some tax relief, reductions in 
revenue resulting from tax cuts may also impinge on a State or local 
government's ability to evade the matching fund restriction. However, 
such reductions would be partially offset by natural increases in the 
tax base (i.e., rises in sales volume and property values). 
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funds on capital outlays, the reasons most frequently cited are; 

1. Recent neglect of capital improvements due to statutory 
restrictions and lack of community acceptance of bond issues. 

2. Maximum visibility for use of funds. 

3. Avoidance of both tax increases and reductions in services if 
the general revenue sharing program is discontinued. 

4. Uncertainty about the long term continuity of revenue sharing. 

The functions each level of government performs also have a 

bearing on the types of programs it will support from revenue sharing. 

Among eligible recipients, for instance, cities play the most 

important role in providing police protecti0n. Consequently, it is 

not unnatural that they devote a major part of their revenue sharing 

money to this function. In other cases, State law may empower a 

, 1 d' ,43 f ' 'd speC1a 1str1ct separate rom county or CLty government to prOV1 e 

a service, such as public housing development. Under this circum­

stance, counties or cities may be unable legally to use revenue 

sharing funds for public housing development. 

The extent or any government1s normal financial commitment to a 

function may also have some effect on the amount of revenue sharing 

money set aside for that purpose. Thus, if State governments spend 

a large part of their revenue sharing funds on education, this may 

be attributed to the fact that education is one of the largest items 

in State budgets. (Tables 2 and 3 summarize expenditure by function 

and by level of government.) 

How Revenue Sharing Money is Being Spent 

The best information currently available on revenue sharing 

expenditures comes from the Office of Revenue Sharing (ORS). ORS 

requires State. and local governments to submit regular reports on 

the planned and actual use of revenue sharing money. Data from these 

43. SpeciHl districts are independent governments that provide 
specific services; e.g., school districts and water and sewer 
districts. 



Table 2. Expenditure by Function for States, Counties, Tmmships, and Cities, 1966-67 

STATES COUNTIES 1 TOliNSHIPS 1 CITIES , ! 
Amount Percent of Amount Percent of i Amount Percent of Amount Percent of 

in Total State I in Total County i in Total Tmvnshipi in Total City 
millions Expenditures millions Expendi tures : millions EXDendi tures . millions Expendi tures 

I 
Education $9,384 27.Zf $1,893 16.0 $709 33.2 $3,140 16.S 

Higher education 7,728 22.6 115 1.0 --- --- 245 1.3 
Local Schools 300 0.9 1,778 15.0 709 33.2 2,855 15.0 
Other 1,357 4.0 --- --- --- --- 40 0.2 

Transportation 9,609 28.1 2,012 17.0 500 23.4 2,393 12.6 
Highlvays 9,423 27.5 1,916 16.2 496 23.3 2,131 '1.2 
Air and Hater Transporta-
tion 

~', 
186 0.5 96 o 8 4 0.2 262 1.4 

Public Helfare !.,291 12.5 2,606 22.U 

I 
95 4.5 1,226 6.5 

Cash Assistance 1.,2.':J7 6.7 1,567 13.3 38 1.8 745 3.9 
Other Public Ivelfare 1,994 5.8 1,038 8.8 57 2.7 482 2.5 

Hospitals 2,857 8.3 1,180 10.0 I 10 0.5 1,028 5.4 
Health 501 1.5 295 2.5 13 0.6 255 1.3 
Police Protection and 
Corrections 1,188 3.5 726 6.1 117 5.5 2,158 11.4 
Local Fire Protection --- --- 61 0.5 75 3.5 1,300 6.8 
Sewerage and Sanitation --- --- 148 1.3 150 7.0 1,874 9.9 
Local Parks and Recreation --- --- 200 1.7 61 2.9 905 4.8 
Natural Resources 1,801 5.3 274 2.3 --- --- --- ---
Housing and l'rban Rene\Val 28 0.1 --- ---

I 
5 0.2 808 4.3 

Libraries f.9 0.1 98 0.8 30 1.4 302 1.6 
Employment 545 1.6 --- --- --- --- 2 ... ' ....... 

Financial Administration 743 2.1 350 3.0 I 53 
2.5 331 1.7 

Other ...hill 9.5 1,976 16.7 315 14.8 3,273 17.2 
$3lf,250 100.0 ~1l,8l9 99.9'\-'\"\' $2,133 100.0 $18,995 100.0 

: 

,', Helfare expenditures are comprised largely of direct payments (cash assistance) to the poor, aged, and disabled. According to the Office of 
Revenue Sharing, direct Ivclfare payments cannot be financed Ivith Federal shared revenues. Nevertheless, there> are a variety of oocial 
service support programs for welfare recipients and other low income people that do qualify for revenue sharing. 

1,,', Less than 0.057.. 

M,,', Percer.tages do not add to 100.0 due to rounding, 

Source: U. S. Bureau of the Census, 1967 Census of (;ovcrnments, Compendium of Government Finances. 

I 



Table 3. Percentage of Total Funds Each Level of Government Spends For Individual Functions, 1966-67 

FUNCTION 

EDUCATION 
Higher education 
Local schools 
Other 

TRANSPORTATION 
Highways 
Air and Hater 
Transportation 

PUBLIC HELFARE 
Cash Assistance 
Other Public Helfare 

HOSPITALS 
HEALTH 
POLICE PROTECTION AND 
CORRECTIONS 
LOCAL FIRE PROTECTION 
SEHERAGr,; AND SANITATION 
LOCAL PARKS AND 
RECREATION 
NATURAL RESOURCES 
HOUSING AND URBAN 
RE:~EHAL ," 
LIBRARIES 
UIPLOYNENT 
FINANCIAL ADHINISTRA­
TION 
OTHER 

STATE 

23.3 
86.5 
1.1 

36.8 
55.3 
67.2 

5.8 
44.7 
{.9.0 
40.6 
41.1 
20.0 

26.2 

1.7.8 

1.2 
9.5 

45.0 

30.7 
11.9 

REVENUE SHARING RECIPIENTS 

COUN1Y TOWNSHIP 

4.7 1.8 
1.3 
6.4 2.6 

11. 6 2.9 
l3.7 3.5 

3,0 0.1 
27.2 1.0 
33.5 0.8 
21.1 1.2 
17.0 0.1 
11.8 0.5 

16.0 2.6 
4,1 5.0 
5 0 ." 5.9 

15.5 4.7 
2.7 

0.2 
18.9 5.8 

14.7 2.2 
7.2 1.1 

CITY 

7.8 
2.7 

10.3 
1.1 

l3.8 
14.3 

8.2 
12.8 
15.9 
9.8 

14.8 
10.2 

t+7.6 
86.7 
74.3 

70.1 

33.5 
58.3 
0.2 

13.9 
11.9 

FEDERAL 

5.7 

62.2 
14.5 
0.7 

75.6 
14.3 
0.8 

27.3 
20.0 
56.9 

7.5 

76.9 

39.1 

54.8 

38.5 
64.1 

OTHER GOVERNNENTS 

SCHOOL 
DISTRICT 

AND 
SPECIAL 
DISTRICT 

56.7 
9.4 

79.6 

2.0 
0.7 

7.3 

7.0 
0.7 

4.2 
13.9 

9.7 
2.6 

26.0 
7.5 

3.8 

~, Nany housing programs are administered by public housing authorities that are classified as independent governments. However, in 
Arizona, Kentucky, Hichigan, New Hexico, New York, and Virginia, municipal housing authorities are considered part of city govern­
ment. In these States, muniCipalities may use revenue sharing for land acquisition and construction as well as for social services 
provided to tenan,ts of low income housing. 

,'d, Percentages do not always add to 100.0 due to rounding. 

Source: U, S. Bureau of the Census, 1967 Census of Governments, Compendil m of Government Finances. 
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reports are analyzed and published by ORS. 44 

According to the most recent ORS survey, State and local 

governments have spent most of their revenue sharing funds in the 

areas of education, public safety, transportation, and environ­

mental protection. (See table 4.) States, which of all revenue 

sharing recipients provide the most financial support for education, 

have devoted 65 percent of their expenditures to this purpose. 

Almost half of county revenue sharing money has gone to public 

safety and transportation. In keeping with their role, counties 

appear to be devoting the majority of transportation outlays to the 

construction and maintenance of highways and roads, while the larger 

part of public safety expenditures is going for police protection 

and county corrections systems. 45 Townships have spent their funds 

in similar fashion. Sixty-five percent has gone to public safety 

and capital outlays for transportation services. 

44. This section draws heavily on an ORS publication entitled 
General Revenue Sharing - The First Actual Use Reports, released in 
March 1974. The publication covers data not only from the first 
actual use report but also from the first two planned use reports. 
See pp. 42 to 46 for a more detailed description of reporting 
requirements. Interest in revenue sharing has prompted various 
organizations to launch their own research on the use of revenue 
sharing funds and its impact on State and local governments. (See 
appendix C.) Findings from the more extensive research efforts have 
not yet been published. 

45. ORS does not require State and local governments to report the 
specific purposes of public safety and transportation expenditures. 
A study by the General Accounting Office of a sample of local govern­
ments (124 cities, 116 counties, and 10 townships) indicates that 
counties are concentrating public safety and transportation outlays 
in the area described. See General Accounting Office, Revenue Sharing: 
Its Use and Impact on Local Governments (Washington, D.C.: Depart­
ment of the Treasury, 1974). 



Table 4. Revenue Sharing Expenditures as of June 30, 1973 (amount in millions) 

I Indian Tribes and 
States Counties Townships Cities Alaskan Native Villages 

i 
Amount Percent of Amount Percent of Amount Percent of Amount Percent of Amount Percent of 
Spent Funds Spent Spent Funds Spent Spent Funds Spent Spent Funds Soent Spent Funds Spent 

Public Safety S20.0 2.0% S149.6 22.9;! S51.5 32.0% $434.0 44.4% $0.2 n.8;! 

Environmental 
Protection 7.4 0.7 40.0 6.1 14,1. 9.0 126.0 12.9 0.1 5.9 

Public 
Transportation 55.6 5.4 161.5 24.7 , 50.9 31.7 148.7 15.2 0.2 11.8 

i 
Health 30.7 3.0 77 .6 11.9 i 7.1 4.4 50.3 5.1 0.3 17.6 

, i 11.8 Recreation/Culture 3.7 0.4 29.1. 4.5 , 6.8 4.2 76.6 7.8 0.2 
1 , 

Libraries 0 0 6.3 1.0 1.7 1.1 10.4 1.1 0 0 

Social Services for I 
the Poor and Aged 61.2 6.0 17.5 2.7 1.3 0.8 11.7 1.2 0.1 5.9 

Financial 
Administration 18.5 1.8 30.3 4.6 5.0 3.1 16.0 1.6 0.2 11.8 

2 
Education 664.3 65.0 16.3 2.5 1.9 1.2 

, 
4.7 0.5 0 0 ! 

Multi-Purpose / 2 
! 

! 

General Government 5.9 0.6 97.6 14.9 14.3 8.9 I 65.7 6.7 0.2 ll.8 
1,2 , 

Social Development 0 0 6.0 0.9 0.1 0,1 3.1 i 0.3 0 0 
I 

Housing/Community , 
Development 2 1.1 0.1 8.3 1.3 2.1 1.3 14.4 1.5 0.1 5.9 

2 
i , 

Economic Development 2.2 0.2 1.8 0.3 0.1 0.1 7.3 ; 0.7 0.1 5.9 

Other 151.9 I 14.9 12.5 1.9 
: 

3.6 2.2 8.C, 0.9 0 0 

Total Spent $1022.5 100.U
4 

$654.7 100.27,4 100.17
4 4 4 

$160.8 $977.5 99 . 9~; $1.7 100 ,2~; 

Total Disbursed 2256.0 $1688.8 $325.4 $2357.8 $7.9 
3 

Percent Spent 45.3% 38.8% 49.4% 41.5% 21.5% 

1. This category is not identified spearately on State reports. Any expenditures for this purpose are included in the "Other" 
category. 

2. Local governments arc allm,ed to spend money for capital outlays, but hot for operating and maintenance costs, in this category. 

3. Revenue sharing recipients are allowed up to 24 months from the end of an entitlement period to spend funds which apply to that 
period. (31 C.l! .R, 51.qo(b)) 

4. Totals do nat add to 100 pe~cent due to rounding, 

Source: Offiee of Revenue Sha~ing, General Revenue Sha~ing - The First Actual Use Reports, Harch 1974. 
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Cities, which carry the major responsibility for local police 

and fire protection, have devoted nearly 45 percent of their revenue 
46 sharing money to public safety. Significant amounts have also 

been spent for transportation and environmental protection. Capital 

outlays constitute nearly two-thirds of transportation expenditures. 

Most of the environmental protection expenditures have been for 

sewage and sanitation services,47 which are usually furnished by 

city government. 

Generally, State and local governments appear to be using 

revenue sharing money in relatively few functional areas. For the 

most part, these are functions for which each level of government 

has the greatest responsibility. Further, the data suggest at first 

blush that local governments are spending comparatively less revenue 

sharing money on social welfare functions (i.e., education, welfare, 

health, housing, and community development). (Compare generally the 
48 

figures shown in tables 2 and 4.) State governments, on the other 

hand, are utilizing an unusually high percentage of revenue sharing 

money for social welfare, mainly education. 

46. The GAO study showed that, of public safety expenditures in the 
cities surveyed, 62 percent went to police protection, 32 percent to 
fire protection, and 6 percent to the correctional system. Ibid., 
pp. 52-55. 

47. Ibid. 

48. Table 2 contains costs for some items that are not permitted 
with revenue sharing. These include welfare cash assistance pay­
ments; operating and maintenance expenses for educacion, housing, and 
community development; and local matching funds for federally­
assisted programs. 
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Similarly, capital outlays seem to be enjoying an extraordi­

narily high degree of popularity. As table 5 shows, local governments 

are using a much greater proportion of revenue sharing funds for 

capital oJtlays than is their habit with general revenues. This . 
tendency is most pronounced among smaller cities and counties. 

The availability of revenue sharing funds has enabled a large 

percentage of governments to provide some form of tax relief.
49 

About 45 percent of all State and local governments have indicated 

that revenue sharing has either helped reduce the rate of a major 

tax, prevented increases in the rate of a tax, prevented enactment of 

a new tax, or reduced the amount of a rate increase in a major tax. 
50 

This relief has mostly affected property taxes. Counties have 

benefited the most from revenue sharing in lightening tax burdens. 

(See table 6.) 

Revenue sharing has also helped minimize increases in the out­

standing debt of State and local governments. Table 6 shows that 

about one-third of all units of government have avoided or lessened 

debt increases through revenue sharing. Again, counties have been 

th ' b f" , 51 e pr~mary ene ~c~ar~es. 

49. Theoretically the allocation formula discourages tax cuts by 
rewarding tax effort. (See pp.7 and 8 above.) However, since tax 
effort is only one variable in the distribution formula, support in 
favor of maintaining tax levels is diminished. Further, to the 
extent that other governments similarly provide some tax relief, loss 
of revenue to anyone government will be minimal because its tax effort 
is always measured in relation to that of other recipients. 

50. Office of Revenue Sharing, Preliminary Survey of General Revenue 
Sharing Recipient Governments, prepared by Technology Management, Inc. 
(n. p., 1973), p. 18. 

51. Preliminary findings from a Brookings Institution study of 65 State 
and local governments are similar to those of ORS. Among the local 
governments sampled by Brookings, about two-fifths of revenue sharing 
money has been used to substitute for funds that woul~ have been raised 
either through borrowing or tax increases or by program cutbacks. 
State governments used nearly two-thirds of revenue sharing money for 
this purpose. The remainder went for new capital outlay projects, 
expanded operations, increased pay and benefits, and other forms of new 
spending, See Richard P. Nathan, Statement on Revenue Sharing before 
the Senate Subcommittee on Intergovernmental Relations, June 5, 1974. 
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Table 5. Comparative Use of General Revenues and General 
Revenue Sharing for Capital Outlays 

Type of Government 
(Population Size) 

States 

Townships 

Counties 

100,000+ 
50,000-99,999 
25,000-49,999 
10,000-24,999 
under 10,000 

Cities 

100,000+ 
50,000-99,999 
25,000-49,999 
10,000-24,999 

under 10,000 

Total 

Percent of Revenue 
Sharing Devoted to 
Capital Outlays 
(1/1/72 - 6/30/73) 

6% 

48 

56 

48 
63 
65 
67 
64 

44 

27 
44 
56 
65 
68 

33% 

Percent of Total 
Expenditures 
Devoted to Capital 
Outlays (FY 67) 

20% 

18 

16 

16 
15 
15 
15 
13 

20 

18 
22 
25 
24 
25 

23% 

Sources: Office of Revenue Sharing, General Revenue Sharing - The First 
Actual Use Reports and Bureau of the Census, 1967 Census of 
Governments, Compendium of Government Finances, Finances of 
County Governments, and Finances of Municipalities and 
Township Governments. 
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Table 6. Percentage of Revenue Sharing Recipients Providing 
Tax Relief or Minimizing Debt Increases 

Unit of Government Tax Relief Minimizing Debt Increases 

States 30 02% 1507% 

Counties 57.7 3901 

Townships 43.5 3505 

Cities 4306 27.9 

Indian Tribes and 
Alaskan Native 
Villages 0.7 19.4 

Total 44.7% 32.6% 

Source: Office of Revenue Sharing, C~neral Revenue Sharing"- The 
First Actual Use Reports. 
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Evaluating the Impact of Revenue Sharing Expenditures on Minorities 
and Women 

Because local governments appear to be spending relatively less 

revenue sharing money directly on social welfare programs, some 

observers believe that minorities and women may not be receiving 

their fair share of the goods and services made possible with 

revenue sharing. Since DRS collects no data on the beneficiaries of 

programs, however, this suspicion cannot be confirmed. 

In many ways, certain social welfare programs may not benefit 

minorities and women. For example, public hospitals and clinics may 

be built only in nonminority neighborhoods or follow conservative 

policies on provision of family planning services. Revenue sharing 

funds may go to colleges and universities that lack a minority 

recruitment program or provide substantially less financial support 

for women's than men's athletic programs. 

At the same time, expenditures in other areas, such as public 

safety, sanitation, and transportation can work to the advantage of 

women and minorities. For example, a local government may use revenue 

sharing funds to support a campaign to recruit minorities and women 

for the police and fire departments. Sanitation expenditures may 

help build more modern sewage disposal facilities so that a city can 

discontinue operation of an open incinerator located in a predominantly 

minority section of town. Transportation costs may be budgeted to 

provide lower bus fares for older residents, a disproportionate number 

f h ," d 1'" 52, d' o w om are m~nor~t~es an women ~v~ng ~n poverty. Slnce expen 1-

tures are not reported in this detail, however, it is difficult to 

assess the direct impact of revenue sharing expenditures on minorities 

and women. 

52. According to the 1970 census, the incidence of poverty among 
people aged 65 and over is: all males, 22.5 percent; white males, 
20.3; black males, 46.0; Spanish males, 31.1; all females, 30.9 
percent; white females, 29.0; black females, 52.2; Spanish females, 
36.0. U.S. Department of Commerce, Bureau of the Census, Low-Income 
Population, Vol. PC(2)-9A, (Washington, D.C.: Government Printing 
Office, 1970), Table 8. 
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ORS data are even less enlightening about some of the potential 

indirect effects of revenue sharing. For instance, revenue sharing 

funds spent directly for public safety, sanitation, and transportation 

may be accompanied by a shift of local revenues to more socially­

oriented programs. Moreover, revenue sharing expenditures of one 

government can have "spillover tl effects on another unit of government 

that may be beneficial to minority group people. State use of revenue 

sharing funds primarily for education is one example of an expenditure 

that could have favorable consequences, particularly for minorities 

in inner cities. 

Central cities generally have higher per capita expenditures than 

their surrounding suburbs, owing primarily to the demands for nonedu­

cational services needed by a constituency that is increasingly 
53 

minority, poor, and elderly. Consequently, central cities spend 

less per capita for education than suburban jurisdictions even 

though it costs large city school districts more to provide educa­

tional services and resources at least equal to those of other 

communities. 54 In recent years many States have tried to find and 

institute more equitable methods of financing education, some of 

which take into account the special cost requirements of urban 
55 schools. Where revenue sharing is being utilized in new State aid 

53. For a description of demographic characteristics and expenditures 
in central cities and suburbs, see Seymour Sacks and John Callahan, 
"Central City Suburban Fiscal Disparity," in City Financial Emergencies: 
The Intergovernmental Dimension, by the Advisory Commission on Inter­
governmental Relations (Washington, D.C.: Government Printing Office, 
1973), appendix B. 

54. See, for example, Norman Drachler, liThe Large-City School System: 
It Costs More To Do The Same," in Equity for Cities in School Finance 
Reform (Washington, D.C.: The Potomac Institute, 1973). 

55. For 
Virginia 
book for 
Regional 
(Denver: 

a description of school finance reform activities see 
Fleming, The Cost of Neglect, The Value of Equity: A Guide­
School Finance Reform in the South (Atlanta: Southern 
Council, 1974) and A Legislator's Guide to School Finance 

Education Commission of the States, 1973). 
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56 
programs to local schools, city residents not only may enjoy 

higher educational expenditures but may also be able to devote more 

d 11 h · d 57 of their local tax 0 ars to meet ot er pressLng nee s. 

Tax relief made possible by revenue sharing also has a bearing 

on minority and women's concerns. Poor people and the elderly pay a 

larger share of their current money income for property and sales 

taxes than wealthier families.
58 

Since minorities and female-headed 
59 

households are disporportionately counted among the poor, tax 

relief resulting from the availability of revenue sharing funds 

56. ORS reports do not distinguish between revenue sharing money 
channeled to higher education and that going to local elementary a.nd 
secondary schools. An early study done by the General Accounting 
Office indicates that the vast majority of State revenue sharing money 
authorized or planned for expenditure on education programs is going 
to elementary and secondary school districts. See General Accounting 
Office, Revenue Sharing: Its Use By and Impact on State Governments 
(Washington, D.C.: Department of the Treasury, 1973), pp. 15-16. In 
contrast, in a hearing before th~ Advisory Commission on Intergovern­
mental Relations, Michael Resnik of the National School Boards Asso­
ciation stated that a large part of revenue sharing money was going 
for higher education, manpower ,training, adult education, or for 
reducing property taxes. He suggested that 10 to 15 percent, ra.ther 
than 65 percent, of State revenue sharing funds was being used as 
additional support for elementary and secondary education. See ACIR 
Information Bulletin No. 74-6, June 1974. 

57. New State finance schemes may also benefit suburban jurisdic­
tions. Substantial increases in State support of education may relieve 
pressures on local property taxes. Since suburban governments devote 
proportionately more of their tax dollars to education than inner 
cities, the suburbs would experience relatively more financial relief 
from the additional State aid. 

58. Charles S. Benson, The Economics of Public Education (Boston: 
Houghton Mifflin Co., 1961), p. 119, and Advisory Commission on 
Intergovernmental Relations, Financing Schools and Property Tax 
Relief--A State Responsibility (Washington, D.C.: Government Printing 
Office, 1973), pp. 31-42. 

59. Bureau of the Census, Low-Income Population, 1970 Census of Popu­
lation, tables 3 and 4. About 10 percent of whites and one-third of 
the minority population ~re in poor families. Of people living in 
male-headed households, about 10 percent are below poverty level, 
compared to nearly 40 percent of those in female-headed households. 
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60 
should work to their advantage. ~ost of this relief, however, has 

taken the form merely of avoiding or minimizing further property tax 

increases 61 and, consequently, has probably done little to equalize 

the heavier burden borne by people with fixed or low incomes. 

Some States have launched efforts to provide relief to the 

elderly and the poor. These efforts, however, were already well 

under way before the advent of revenue sharing and, thus, cannot be 

directly related to the availability of new Federal dollars. More­

over, most proper~y tax relief has been directed toward the elderly 

and not to the poor generally, where it would be of more universal 

b f ' h" l' 62 ene Lt to t e mLnorLty popu atLon. 

60. General rate reductions or postponement of increases give relief 
to taxpayers in proportion to their burden. If some people pay twice 
as much of their income to taxes as others, the relief as a propor­
tion of income will also be twice as great. This, however, will not 
equalize the impact of taxes on individuals unless special measures 
are taken to provide even further relief for those with lower incomes. 

Example: 

Family income 
Amotlnt of property taxes 
Taxes as percent of income 
Ratio of A's to B's burden 
Amount of tax relief 

(10 percent general tax cut) 
Tax relief as percent of income 
Ratio of A's to B's relief 
New tax amount 
Taxes as percent of income 
Ratio of A's to B's new burden 

Family A 

$4,500 
297 

6.6% 
2 

$29.70 

0.66% 
2 

$267.30 
5.94% 

2 

61. ORS, Preliminary Survey, appendix C. 

Family B 

$17,500 
577 .50 

3.3% 
1 

$57.75 

0.33% 
1 

$519.75 
2.97% 

1 

62. Only Michigan, Oregon, Vermont, and Wisconsin have programs to 
alleviate the property tax burden of all low-income people, including 
renters as well as llomeowners. See Advisory Commission on Intergovern­
mental Relations, Information Bulletin No. 74-1, Washington, D.C., 
January 1974. 
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In short, minorities and women can be affected by revenue 

sharing expenditures in ways that go beyond local governments' neglect 

of social welfare programs. Expenditures in other program areas, such 

as public safety, environmental protection, and transportation, can 

bear on the civil rights of women and minorities. Revenue sharing 

can also influence how State and local governments spend revenues 

from other sources and the ways in which different levels of govern­

ment share financial responsibility for public services. These 

related developments may be important to the welfare of minorities 

and women as well. 

Finally, revenue sharing must be scrutinized for its impact both 

on expenditures and taxation. The net effect of government activity 

is the difference between what people pay to support their government 

and what they receive in return. All these issues must be addressed 

in evaluating the impact of revenue sharing on women and racial and 

ethnic minority groups. 



Chapter 3 

Public Accountabili!.Y. 

One often stated purpose of revenue sharing is to increase the 

voice of people in the affairs of their State and local governments. 

As former President Nixon said in his 1974 state of the Union message, 

revenue shar.ing is intended "to let people themselves make their own 

decisions for their own communities. I! Accordingly, the Revenue 

Sharing Act and ORS regulations contain certain provisions intended 

to make local officials publicly accountable for the expenditure of 

revenue sharing funds. 

One means of accountability is the requirement that alI revenue 

sharing expenditures be subject to audit. Because of its small 

staff, ORS is relying heavily on State and local government auditors 

and independent public accountants to audit most of the 39,000 

recipients.
63 

Past experience suggests, however, that many State 

and local auditors lack the professional competence to perform an 

acceptable audit in accordance with Federal standards prescribed by 

the General Accounting Office. 64 These standards define the full 

scope of an audit as encompassing: 

1. An examination of financial transactions, accounts, 
and reports, including an evaluation of compliance 
with applicable laws and regulations. 

2. A review of efficiency and economy in the use of 
resources. 

3. A review to determine6~hether desired results are 
effectively achieved. 

63. 31 C.F.R. §Sl.41 (Supp. 1973). 

64. Hearings on the Subject of General Revenue Sharing Before the 
House Committee on Ways and Means, 92nd Cong., 1st Sess.~ 1971, p. 
1237 (testimony of Comptroller General Elmer Staats). 

65. General Accounting Office, Standards for Audit of Governmental 
Organizations, Programs, Activities and Functions, 1972, p. 2. 

39 
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Most State and local auditors are trained and experienced in doing 

audits that incorporate only the first of these three elements. 

The Office of Revenue Sharing has developed a guide to assist 

State and local government auditors and independent public accountants 

. d" h'" 66 Th . d l' 1 ~n au ~t~ng revenue s ar~ng rec~p~ents. ese gu~ e ~nes on y 

require verification of financial transactions and compliance with 

applicable laws. A full audit involving a review of the economy and 

efficiency with which funds are used and the achievement of program 
67 objectives is recommended but is not compulsory. 

The absence of these elements in revenue sharing audits has a 

particular bearing on the financial well-being of larger cities, 

where minorities tend to be concentrated. Citie~ generally are 

confronted with a greater demand for services for which traditional 

revenue sources are becoming increasingly less adequate and, thus, 

are concerned with making the best use of their money. Revenue 

sharing audit standards do not require auditors to be competent in 

giving recipient governments special guidance in this respect. 

As part of their examination, auditors must determine if there 

are any indications of "possible failure to comply substantially" 

. th h " 1 . h .. f h 1 68 ORS' h f . w~ t e ~~V1 r~g ts prOV1S1ons 0 t e aw. 1S t e ~rst 

Federal agency to include civil rights ma.tters as part of a regular 

audit requirement. The purpose of the auditors' review, however, 

is to detect possible areas of discrimination, not to conduct a full 

civil rights investigation. Auditors are more guardians against 

66. Department of the Treasury, Office of Revenue Sharing, Audit 
Guide and Standards for Revenue Sharing Recipients (Washington, D.C.: 
Government Printing Office, 1973). 

67. Ibid., p. 1-2. ORS notes that "the revenue sharing Act does not 
prescribe use of the GAO standards." ORS Comments. 

68. 31 C.F.R. §51.4l(c)(4) (Supp. 1973). 
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fraud and poor accounting practices than against civil rights 

violations. ORS guidelines state that, in connection with civil 

rights, auditors must ascertain whether: 

1. The recipient has kept records required 
Equal Employment Opportunity Commission 
on the race~ ethnic background, and sex 
employees.6~ , 

by the 
(EEOC) 
of 

2. There are any complaints outstanding or investi­
gations in progress where revenue Jharing money 
is involved. 

3. Any civil rights suits have been adjudicated or 
are pending against recipients involving revenue 
sharing funds. 

4. Any facilities financed by revenue sharing funds 
have been located in such a manner as to obviously 
have the effect of discriminating. 

5. The recipient has a formal policy concerning non­
discrimination in employment. 70 

There are other civil ~ights matters auditors are capable of 

reviewing but are not required to by ORS. These include determining 

whether: 

1. Contracts written by a unit of government with contractors or 
grantees contain ~ nondiscrimination clause. 

2. Entrance tests and other requirements for employment by the 
recipient government have been validated for nondiscrimination. 

3. The government has an office responsible for enforcement of 
civil rights with respect to its own activities anr. those of 
contractors and grantees. 

69. Under authority of the Equal Employment Opportunity Act of 1972 
(42 U.S.C. §2000e), the EEOC requires State and local governments 
with 15 or more employees to keep records on the race, ethnic back­
ground, and sex of their employees. Governments with 100 or more 
employees submit these data to EEOC on a regular basis. From time 
to time, EEOC also asks smaller governments to report this informa­
tion from their records. (29 C.F .R. g 1602.32) Since governments 
with 15-100 employees do not regularly file race/ethnic/sex data 
with EEOC, the Office of Revenue Sharing maintains that its "audit 
effort should substantially increase compliance with EEOC require­
ments. II ORS Comments. 

70. ORS, Au~it Guide, pp. V-3 and V-4. 
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Even though one of the functions of auditors is to examine the 

legality of financial transactions, ORS does not take full advantage 

of the opportunity to use them in its civil rights enforcement effort. 

ORS audit guidelines also stop short of examining how local 

revenues freed by the use of revenue sharing funds are redirected, 

except when revenue sharing money is intermingled with other funds 
71 

so that expenditures cannot be separately accounted for. When 

revenue sharing money is intentionally used to supplant State or 

local funds, in most instances adept bookkeeping practices may conceal 

this fact from the auditors.
72 

A second requirement intended to promote public accountability 

is the reporting process. Two reports must be submitted periodically 

to the Office of Revenue Sharing: a planned use report filed before 

the beginning of each entitlement period and an actual use report 

filed before September 1 of each year. The latter gives the status 

of funds as of June 30. 73 

These reports have three faults. Planned and actual expenditures 

are reported according to broad functional categories (e.g., public 

safety, health) rather than by specific program or activity (e.g., 

purchase of fire trucks, salaries for new police recruits). (See 

71. Where revenue sharing is shown merely as constituting a 
percentage of total expenditures for a particular category, all 
expenditures must be examined. Ibid., pp. V-2 and V-3. 

72. ORS asserts that "/t/he law places no limit on .•. displacement, 
so that auditors are £ot required to perform tracking of Lredirected 
State and local fund~/." ORS Comments. USCCR points out, 
however, that in Mathews v. Masse1l a Federal district court ruled 
that intentional use of revenue sharing to supplant State and local 
funds subsequently redirected to uses prohibited by the Revenue 
Sharing Act is unlawful. See pp.21-22. 

73. 31 C.F.R. §Sl.ll (Supp. 1973). 
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figure 2). This vagueness detracts from their usefulness as a 

planning and evaluation tool and as a means for keeping local citizens 

well informed. The reports also fail to ask for data on the race, 

th . . t d f b f .. . 74 C 1 h d e n~Cl y, an sex 0 ene ~c~ar~es. onsequent y, t e irect 

impact of revenue sharing on minorities and women cannot be assessed 

in relation to their needs and their representation in the population 

of a 10ca1ity.75 Finally, because revenue sharing dollars can be 

substituted for State and local revenues, the reports are of little 

value in analyzing the ultimate impact of the program. 

74. Since ORS has "access to all E.E.O.C. figures relating to municipal 
emp10yme!lt," it_feels that "requiring the inclusion of such figures 
on the [report§} ~V'ou1d subject recipient governments to needless time 
and expense." ORS Corrnnents. USCCR does not espouse duplication 
of data collection efforts by Federal agencies. ORS' response, how­
ever, does not address the issue of equity in the provision of public 
services, an analysis of ~V'hich would require collection of race/ 
ethnic/sex data on program beneficiaries. Further, while EEOC data 
are easily obtained by ORS, they are not readily accessible to most 
individuals or organizations. Hith few exceptions, EEOC declines 
to give out figures on individual jurisdictions. As an alternative, 
ORS regulations require revenue sharing recipients to permit public 
inspection of supporting documentation for planned and actual use 
reports. ORS, however, has not specifically defined the nature of 
the supporting documentation that should be made available. 

75. ORS contends that "/b/ecause of its speculative and unbinding 
nature, it would be meaningless to require governments to pinpoint 
expenses on their Planned Use Reports. For the same reason, the 
gathering of ethnic data ~V'ou1d be equally meaningless for the Planned 
Use Report." ORS Coroments. USCCR feels that if revenue sharing 
recipients ~V'ere compelled to report proposed expenditures in greater 
detail than the broad functional categories now contained in the 
planned use reports, local citizens would have a more concrete 
proposal to which they might react. Thus, greater corrnnunity involve­
ment could result. It would also aid ORS in spotting potential acts 
of discrimination and give it an opportunity to forewarn a locality 
before funds are actually spent in violation of civil rights require­
ments. 
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Both reports must be published by recipients in a newspaper 

of general circulation in the area before they are submitted to 

ORS. They must also be made available to other media, including 

minority and non-English-speaking media.
76 

Since there is no time 

limit between publication and submission, the public has little, 

if any, opportunity to comment on the reports before they are for­

warded to ORS. 77 This, of course, assumes that the citizenry can 

make informed judgments on budget decisions from reports that 

describe only a small part of total resources available. Even so, 

planned use reports may not represent any serious thinking on the 

part of local officials, since they do not have to be submitted 
78 to the local legislative body for prior approval. Furthermore, 

there is nothing in the law to compel the local government to 

76. 31 C.F.R. §51.13 (Supp. 1973). 

77. Although there is little time lapse between the publication of 
planned use reports and their submission to ORS, ORS maintains there 
is ample opportunity for citizen review and comment before appro­
priations are enacted. ORS Comments. USCCR points out that the 
length of the time lapse would, of course, depend on the scheduling 
of the local budget cycle. 

78. In ORS' specific comments to USCCR's manuscript, it seems to 
dispute this statement. ORS characterizes the planned use report 
as "a condensed version of a portion of the local government budget." 
In ORS' general comments, however, it ~e~cribes the planned use 
report as "speculative and unbinding Ligj nature." It maintains 
that "owing to the diversity of the fiscal year among the 39,000 
recipient governments, many governments would not be legally able 
to commit their revenues at the particular time. In other words, 
at that particular point in the budget cycle, the only possible 
way in which the Planned Use Report would be filled out would be 
an educated guess by the Chief executive officer." ORS Comments. 
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respond to public comment or even to spend money as shown on 
79 planned use reports. 

A third method of public accountability lies within the normal 

budget process. State and local governments must prcvide for the 

expenditure of revenue sharing funds according to the laws and 
80 procedures applicable to their own revenues. Where public hear-

ings are held on the budget, revenue sharing is often included on 

the agenda. In some communities, special hearings have been held 

on revenue sharing. Historically, however, such hearings have not 

resulted in an effective public role in formulating plans and 

policies upon which budgets are based. Moreover, some communities 

simply lack any process for obtaining citizen input. 8l 

Already existing local provisions for citizen participation 

can affect the degree of community involvement in revenue sharing 

spending decisions. According to one recent study, revenue sharing 

seems to have stimulated even more public interest in localities 

where citizen participation has always had a significant impact 

on the budget. Where citizen inputs have been minimal or nonexistent, 

79. ORS argues that when planned and actual use reports differ, it 
"means the public involvement process is functioning." ORS Comments. 
USCCR notes that planned use reports cover funds received for a 
single entitlement period. However, because revenue sharing money 
does not have to be spent for 2 years, recipients are not required 
to give a separate accounting for expenditure of funds received for 
e~ch entitlement period. Therefore, no mathematically precise com­
p~\rison can be made between planned and actual use reports to determine 
if money was spent as originally planned. 

80. 31 U.S.C. §1243(a)(4). Because of this requirement ORS contends 
that revenue sharing provides "new and innovative" ways for holding 
public officials accountable. ORS Comments. 

81. Ibid., p. 81. In addition, there are at least 4 State 1egis-
1atuyes that either hold closed hearings or no hearings at all. 
Counci 1, of State Governments, Budgeting by the States (Chicago, 
1967), Table IX. 
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however, revenue sharing has not necessarily heralded significant 

h . h 82 c anges 1n t e status quo. 

In sum, little in the act or regulations promotes citizen parti­

cipation or requires State or local officials to make an adequate 

public accounting of revenue sharing expenditures. The lack of firm 

methods of public accountability places a greater responsibility on 

the local electorate to take the initiative. The effectiveness of 

citizens' contributions will depend upon their familiarity with all 

the functions of their government. Decisions on revenue sharing 

will be influenced by budgetary demands for w'hich other revenues 

are inadequate. The use of revenue sharing funds will also free 

up other funds that may be used in a variety of ways. In short, 

revenue sharing should not be viewed as separate and apart from 

other governmental activities. 

One impediment to effective participation is the very means by 

which public opinion is solicited. Budget hearings are generally 

held toward the end of the process when most decisions have 

already been made by chief executives, agency heads, and legislators. 

Consequently, they offer little opportunity for input from the public. 

Involvement must take place throughout the budget process when 

priorities are being set and programs are being determined. This 

requires an understanding of the planning and budgeting process. 

The Budget Process 

The importance of a government's budget cannot be underestimated. 

In preparing, reviewing, and enacting the budget, administrators 

and legislators evaluate the numerous demands upon public funds and 

determine the balance among various program activities. These 

decisions represent the relative importance attached to the many 

82. Advisory Commission on Intergovernmental Relations, An ACIR 
Re-eva1uation, p. 17. 
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social, political, and economic forces operating in the corrununity, 

including the needs and interests of minorities and women. In 

essence, the budget is policy translated into dollars and cents. 

State and local governments typically have two types of 

budgets: operating and capital. Capital expenditures include 

expenses for the acquisition of land, building, machi.nery, furniture, 

and other equipment. All other expenses, such as staff salaries 

and maintenance costs, are operating expenditures. The operating 

budget is usually prepared annually and the capital budget normally 
83 covers 5 or 6 years. 

Operating and capital expenditures have very different effects 

on the bud.get. Operating expenditures, once undertaken, become 

relatively fixed corrunitments that generally are maintained at a 

fairly stable level year after year. Capital expenditures, on the 

other hand, fluctuate depending upon governmental priorities in a 

particular year. They increase sharply when a major construction 

project is undertaken but may be delayed or eliminated if other 

items in the budget are considered more important. 

Despite their dissimilarities, operating and capital budgets 

are interrelated. Capital projects affect future operating budgets 

because new facilities must be staffed and maintained. Capital 

expenditures also influence the amount of money available for operating 

expenses. 

The budget-making process shows some similarities among State 

and local governments. Variations on the basic outline depend on 

a number of factors, including the number and type of services 

provided and the size and character of the population served. The 

division of responsibility between the chief executive officer and 

the legislative body for policymaking and program operation also 

83. In States where the legislature meets every other year the 
operating budget may be for 2 years. 
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affects the amount of influence each has on the budget. (Tables 7 

through 9 describe the division of ;:esponsibility for budget prepa­

ration and related matters according to the type of government.) 

The budget process begins several months before the start of a 

new fiscal year when the budget or chief executive officer transmits 

budget request forms to the various government agencies or depart~ 

ments. The chief executive may also issue a statement outlining the 

general policy to be followed in preparing budget requests. 

The budget officer collects and analyzes the forms and prepares 

a budget document for the legislative body. This document may in­

clude summary information, details on requests, recommendations, and 

justifications for requesting new programs or positions. Presenta­

tion of the actual appropriations proposed is usually organized into 

major categories in one of several ways: by function (education, 

health, welfare), fund (general fund, special funds), department or 

agency, or agency type. 

The budget document is transmitted to the legislative body, 

which reviews and revises it. During this time public hearings are 

usually held. Once a budget is approved by the legislature, it is 

sent to the chief executive, who in turn may have the power to veto 

any part or all of it. Normally this veto may be overriden by at 

least a majority of the legislature. 

The involvement of minorities and women not only at public 

hearings but throughout the budget process is essential to a demo­

cratic society. This can be accomplished through participation on 

citizen committees that have review authority over planning activities 

and proposed expenditures and in many other ways. 

Women and racial and ethnic group people are minorities in socio­

economic status but majority in number. They are a constituency 

State and local governments cannot easily ignore. Budget planning 



Table 7. City Budgetary Practices, by Form of Government 

Percent I by' Region 
Does Chief 

Person Executive 
Title of Reo:ponsible Generally 

Form of North- North Chief Legislative for Budget Have Veto 
Government east Central South West Total Executive Body l'reEaration Power? 

Hay Ol'.'-Council 51 55 35 29 44 Committee of 
"Weak" Hayor Hayor City Council the Council Yes 
"Strong" Nayor Hayor City Council Hayor or Admin-

istrative Yes 
Officer 

Council- 34 37 58 68 47 City City Council City Hanager No 
Hanager Hanager 

Commission 5 7 7 3 6 Nayor Commission Commissioner No 
Plan of Finance 

New England 10 1 "k 0 3 President Citizens Finance Commi- No 
Town Heeting or Hanager ttee 

'\-Less than 0.5 percent. 

Sources: Charles R. Adrian and Charles Press, Governing Urban America (Ne" York: 
and International City Hanagement Association~ The Nunicipal Yearbook: 

McGra,v-Hill Book Co., 1968) 
1972 (Washington, D.C., 1972). 
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Table 8. County Budgetary Practices, by Form of Government 

Percent I by Area 
Title of Pers on 

Form of Hetro- Nonmetro- Chief Legislative Responsible for 
Government politan politan Total Executive Body Budget preparation 

Plural 59 84 80 Chairman of the (Board of County clerk, 
Executive Board or County Coun ty Conml- treasurer, or 
(Commission) Judge issioners, auditor 

Board of 
Supervisors, 
County Court 

County 35 15 18 Administrator are among Administrator or 
Administrator or Manager the more com- Hanager 

mon names 
given county 
legislative 

County Executive 6 1 2 bodies. The 
"Strong" Executive-Elected names vary Executive 
"Heak" Executive-Appointed by State, not Executive 

necessarily by 
type of county 
government.) 

Sources; Advisory Commission on Intergovernmental Relations, Profile of County Government (January 1972) 
and National Associatioll of Counties, From America's Counties Today (Hashington, D.C., 1973). 
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Table 9. 

B"d,el-moki", 
o ,,'lsC7I'ily 

STATE BUDGETARY PRACTICES 

Official or a,m,y 
propa,;", budgel 

Dau estimatu 
must be Jubmitl~d 

by depl. or otenGiel 
Dolt Ju{;milted 
10 ut;s/alure 

Puwcr of utis/alu,. 
10 ,han,e b"d,el' 

p"",., of il4 ... 
.. 10 by GooC7'nC7l' 

Fiscal ~ttJT 
btt'1Is 

F,equ,1J.CY 
of -'"d,n 

-------------------------------------------------------------------------------
ALABAMA ......... . 

ALASKA ••.......•.• 

ARIZONA .......... . 

ARKANSAS •.•...... 

(',AL~:"ORNIA •.••••. 

COLORADO •.••..... 

CONNECTIClTI' ....• 

DELAWARE ...•••••• 

FLORIDA ......... .. 

GEORGIA .•.••••.•.• 

HAWAII ............ . 

IDAIIO ............. . 

ILLINOIS .......... . 

INDIANA .......... . 

IOWA ....••••....•.• 
Il.ANSAS .•.........• 

UNTllCKY .•••.••.• 

LOUISIANA .....•..• 

MAINE ............. . 

MARYLAND .••••... 

Governor 

Governor 

Governor 

Lellislative couocn 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

Goyernor 
Govenwr 

Governor 

Governor 

Governor 

Governor 

Divisiun of the Bud­
get in Dept. of Fi­
nance 
Division of Budget 
and Management, 
Dept. of Administra­
tion 
Dept. of Administra­
tion 
Office of Budget. 
Dept. of Finance and 
Ad mlnistrat ion 
Bud~ct Division. 
Dept. of FiMnce 
State Budget Direc­
tor. Executive Bud­
get Office. Dept. of 
Administration 
Managing Director, 
Planning & Budget­
Ing Div.. Dept. of 
Finance and Control 
Office of Budget DI­
rector 
Div.of Budget. Dept. 
of Administration 
Budget Div .. Office 
of Planning & Bud­
get 
Budget. Planning and 
Management Divi­
sion. Dept. of Budget 
and Finance 
Administrator, Divi­
sion of the Budget 
Bureau of the Budget 

Comptroller 
Dlv. of the Budget, 
Dept. of 
Adminirtratlon 

Office for Polley 3< 
Management, Extt. 
Dept. for Fina""" & 
Admtnistration 
Director, BudKet & 
M"nagement, Dlv. 
of Administration 

Bureau of the Bud­
lIet, Dept. of Finance 
and Administration 
Secretary, Dept. of 
Budget and Fiscal 
Planning 

Feb .• precedln, each 
reaular ._Ion 

Oct. I 

Sept. I each year 

Sept. 1 In even years 

OcL I 

AUII. I-IS 

Sept. I 

Sept. IS; schools, 
Oct. 15 
Nov. I each year 

Sept. I 

July 31, even years 

Aug •• 5 before Jan. 
8t:ssion 
Specific date for each 
agency set by Bureau 
of the Budget 
Sept. 1 in even yean, 
Hexi He policy 

Sept. 1 
Sept. IS before eve!\­
year !less!· nSi Oct. 1 
before ada-year ..,.­
Ilona 

Oct. IS 

Jan. 15 before an­
nual .... Ion. 

Sept, I In even yean 

Sept. I 

By the 5th day reau­
lar b,usiness session 

3rd lesislative dny 
of session 

By the 5th day of 
regular session 
Date of convenina: 
aession 

Jan. 10 

10th day of "" .. Ion 

1st sessiol. day after 
Feb. 14 

By 5th day of session 

30 day. prior to 
regular session 
By 5th day of ses­
Bion or sooner 

3rd Wed. In Jan. of 
odd years. 20 day. 
In advance to mem· 
ber. of Legislature 
Not later thall Sth 
day of session. 
Fir.t Wed. in March 

Within the I.t two 
weeles after the 9.0-
.!lion convent's 
Feb. I or before 
Within J week. after 
convening oC session 
In odd year. and 
within 2 days after 
convening of 8e88ion 
in even yean 
,.. Governor deslrel 

Not later than sev­
enth day of each 
regular session. New 
Governor-elect, five­
day llrace period 
End of 2nd week of 

leSS ion or beCore 

3rd Wed. of Jan .. 
annually 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 

Unlimited 
Unlimited 

Unlimited 

Unlimited 

Unlimited 

Limited: Leilialature 
may decrease but 
not increase except 
for own operdtlDil 
budget 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yeo 

Yes 

Yes 

Yes 

Yes 

No 

Yel 
Yea 

Yes 

Yea 

No 

Yeo. lUI>­
plementary 
appropria­
tion bill. 

Oct. I 

July I 

July I 

July I 

July I 

July I 

July I 

July I 

July 1 

July! 

July 1 

July I 

July 1 

July 1 

July I 
July 1 

July 1 

July I 

July 1 

July 1 

Blel'lllaJ (a) 

Annual 

Annual 

Biennial (a) 

Annual 

Annual 

Annual 

Annual 

Annual 

Annual 

Blennlal(a) 

Annual 

Annual 

BlennlaI (a) 

K::~I(al 

B Ie nnlall" J. 

Annual 

Biennlal( .. ) 

Annual 
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Slak ov 
olh., juri,diu"", 

MASSACHUSETTS .• 

MICHIGAN .•.•••... 

MINNESOTA._ ••..•• 

MISSISSIPPI ••••••. _ 

MISSC~RI. ......•.. 

MONTANA •..• _ •• _ .• 

NEBRASKA ...•••..• 

NEVADA .•.•••••••.. 

NEW HAMPSHIRE .• 

NEW JERSEy ••.•..• 

NEW MEXICO ..•••• 

NEW YORK ...•.•. _ 

NORTH CAROLINA. 

NORTH DAKOTA ..• 

OHIO •••••••••••.•.. 

OKLAHOMA ...••...• 

Table 9. 

Bud,eI-ma/lri", 
aulheril, 

Governor 

Governor 

Governor 

CommI .. lon of Bud­
get and Account­
Ing(c) 
Governor 

Governor 

GQvernor 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

GoVeI1lJ>r 

Governor 

Governor 

STATE BUDGETARY PRACTICES (cont.) 

Official or a, ... c, 
preparin, budgel 

Budget DIrector, 
Div. of Fiscal Affairs, 
Executive Office for 
Administration and 
Finance 
Budget and Program 
Analysis Div., Dept. 
of Management & 
Budget 
Burlget !lnd OrganI­
z.ation Division, 
Dept. of Administra­
tion 
Commission of Bud­
iet and Accouotini 

Dlv.of Budget, Office 
of Administration 
Bureau of the Bud­
get, Dept. of Admin­
IstratIon 
Budget AdmInistra­
tor, Dept. of Admin­
istrati ve Services 

Budget DIrector, 
Budget Division, 
Dept. of Administra­
tion 
Comptroller, Dept. 
of AdministratIon 
and Control 
Director of DIvIsion 
of Budget and Ac­
cou nti ng of Dept. of 
the Treasury 
Budget Division, 
Dept. of Finance and 
Administration 
DIvision of Budget, 
Executive Dept.. 

Offie<: of State Bud­
~~a~~t. of Admln-

DIrector, Dept. of 
Accounts and Pur­
chases 
Offie<: of Budget &: 
Management 

Datt tslimales 
mUll be .ubmilled 

by dept. or alendu 

Set by admlnlstra­
tIve action 

Set by admlniotra­
live actIon 

Oct. I precedIng con­
veninll of Legisla­
ture 

Aug. 1 preceding con­
venini of Legislature 

Oct. I 

Aug. 1 of year before 
each sesaion 

Not later than Sept. 
IS 

Sept. 1 

Oct. 1 In even yean 

Oct. 1 

Sept. 1 

Early In Sept. 

Sept. 
"" .... Ion 

precedlni 

July 15 In even years; 
may extend 45 day. 

Nov. 1 

DIrector of State FI- September 1 
nane<:, Dlv. of Bud-
II"t 

Dale submilled 
to u"slalu,e 

Power of uti,lalu" '0 chan,e bud,.,· 

Within 3 weekoafter Unlimited 

~"n~~~~n~ouc:{ the 

10th day of session UnlImIted 

WIthin J weeks after UnlImIted 
InauguratIon of 
Governor 

Dec. 15 UnlImIted 

By the 30th day UnlImIted 

tat day of se .. lon Unllmlted 

30th day of re&:War LimIted: three-fiItha 
8Cssion vote r~qi.i;It;d to illM 

crertse Governor's 
rei ommendationsj 
mdority vote re .. 
Qu'red to reject or 
detrease such Items 

10th day of ..... Ion Unlimited 
or before 

Feb. 15 In odd y.,. .. n UnlImIted 

ThIrd Tue.day after Unllmlted 
opcninK of session 

On or before 25th 
day of rellular ..,0-
aion 

Second Tue.day fol­
lowing the first day 
of the annual ses­
sion. except on or 
before Feb. I In 
years following gU­
bernatorial election 
1st week of ses3ion 

December I, prIor 
to biennial session 

Jrd week In Jan. In 
odd years unless 
change in Governor; 
then Mar. 15 
Immediately after 
convening of re~"1l­
lar legislative ~ssion; 
an incoming Gover­
nOf, following inau­
gural 

UnlImIted 

LimIted: May strike 
out items, reduc~ 
items or add sepa­
rate items of expen­
diture 

UnlimIted 

Unllmited 

UnlimIted 

UnlImIted 

P(ftJ)er of II .... 
telo by GorIerMT 

Yea 

Vea 

Vea 

Yeti 

Yea 

Yea 

No 

No 

y.., 

Yea 

Yes 

No 

Y .. 

Y .. 

v.., 

Fiscal 'YttJT 
betins 

July I 

July I 

July I 

July 1 

Jllly 1 

July 1 

July 1 

July! 

July 1 

July I 

July 1 

April I 

July 1 

July 1 

July 1 

July I 

Annual 

Annual 

Biennial (a) 

Annual 

Annual 

Blennlal(a,) 

Annual 

BIennial (3) 

BlennlaI(a) 

Annual 

Annual 

Annual 

BlennlaI(a) 

BiennIal 

Blennlal(a) 

Annual 

lJ1 
W 



Table 9. STATE BUDGETARY PRACTICES (cont.) 

S'.'e or 
otlter jurisdictimt 

OREGON ........••.• 

PENNSYLVANIA ••.. 

RHODE ISLAND .... 

SOUTH CAROLINA. 

SOUTH DAKOTA. '" 
TENNESSEE_ ••••.•.•• 

TEXAS ...•........•• 

UTAH .............. . 

VERMONT ......... . 

ViRGINIA ...• _ .•... 

WASHINGTON •...•.. 

WEST VIRGINIA ... 

WiSCONSiN ....••.. 

WyOMING ...•...... 

B"dg,·I-m.Hn, 
.,,'hari'y 

Governor 

Governo:." 

Governor 

Stat. Budget and 
Control Board(d) 

Gov.rnor 
Governor 

Governor, Legis­
lativ. Budget Board 

G<Jvernor 

Governor 

Governor 

Governor 

Governor 

Governor 

Governor 

Official ar a, .. ", 
preparing bud, ... 

Budget Dlvlolon. 
Executive Dept. 

Budget Secretary, 
GOY"rnor's Office of 
Administration 
Division of Budget, 
Department of Ad­
ministration 
Finance Division of 
Stale Budget and 
Conlrol Board 
State Budget Officer 
Bud~et Div .. Dept. 
of Finance & Ad­
ministration 

Exec. Budget Direc­
tor. Office of Gover­
nor; Legislative Bud­
get Board 
Division of Budget. 
Dept. of Finance 

CommlS!loner, Dept. 
of Budget & Man­
agement; Agency for 
Admlnistealion 
Director, Division of 
the Budget, Office of 
Administration 

Director, Office of 
Program Planning 
and Fiscal Manage­
ment 
Division of Iludget, 
Dept. of Finance and 
Administration 

Bureau of Planning 
and Budget, Dept. of 
Administration 

Date tJtimaltJ 
must be submilled 

by depl. ar agtnciu 

Sept. I In even year 
preceding legislative 
year 
Nov. 1, each year 

Sept. I 

Sept. 15 or discretion 
of Board 

Oct. 15 
Dec. 1 

Date set by Budget 
Director and Legisla­
tive Board 

Sept. 15 

ScDt. I 

Aug. 15 in odd years 

D ate set by Governor 

AUI!.15 

Da te set by Director, 
Bureau of Planning 
and Budget 

Dept. of Admlnistm- Oct. I preceding s""­
tion and Fiscal Con- sian in. Jan. 
trol 

-Limitations 1i8~ed ~n th!1I ~olumn relate to legislative power to Incrc39C or decrease budget 
Item! Rcnerally. Specific hITlItaliona, euen •• constitutionallY earmarked fUntiH or reQuire. 
ment to enact revenue mcallUrcs to cover n~w upt:uditure item!ll, arc nol incluuL,(l. 
,(a). The butiKcl ill ado,)tt.."(i biennially. bUl appro'Hialion~ arc made (or each year of the 

biennium IiePM.Hely. !\1mllc!MJta: a few appropriation::! nrc made for the biennium; Monlana: 
.upplemcnlal approllriatioll!l are con~it1l·rt..-d by the L.l·~hil.llure annu,lllYi Vir~inia: incrc::,~ 
or dl.'Crca~'!t may ue made in the second ICKl~laqvc sl·.'I~ioni \VI!lCOII::!m; Ittalulc:t authorize 
an annual buclJ,(el revic",', arlit lhe Governor may III even years rccommcml chanllc:t.. 

Dalt: .fubmitltd 
to uKl'slalurt 

Power of Legislature POTDO 0/ item 
10 change budget' pdo b) GOfI,""" 

Dec. 1 in even year 
preceding legislative 
year 
As soon as possible 
afterorganizntion of 
General Assembly 
24th day of session 

2nd Tues. In Jan. 

5 days before ""ssion 
Jan. 14 or beforc lIn­
lesschangeln Gover­
nor; then ~! ar. 1 or 
before 
5th day of session or 
before 

After convening of 
Legislature. 3 days 
regular session; 1 
day budget session 
3rd Tues. In Jan. 

Within 5 day. after 
conv. of regular ses­
sIOn on 2nd Wed. ill 
Jan. in even years 
20th day of Dc..,.,,,­
ber prior to session 

10 days after con­
vening of session Of 
before 

Feb. 1 In odd years 
or before 

Unlimited 

Unlimited 

Unlimited 

Unllmited 

Unlimited 
Unlimited 

Unlimited 

Unlimited 

Unlimlt.d 

Unlimited 

Unlimited 

Limited: May not 
increase items of 
budget bill except 
appropriations for 
Legislature and ju­
diciary 
Unlimited 

Within 5 days after Unlimited 
beginning of session 

Y.,. 

No 

Yes 

Y •• 
Y •• 

Yes 

Y.,. 

No 

Yes 

Yes 

YefJ 

YefJ 

(b) lludllet Committee et!lVe. in :.:ivl80ry capaclly. 

Fiscal year 
begiru 

July lin 
odd years 

July I 

July I 

July 1 

July I 
July I 

Sept. 1 

July I 

july 1 

July 1 

July 1 

July 1 

Frequency 
0/ budgd 

Blennlal 

Annual 

Annual 

Annual 

Annual 
Annual 

Biennlal ( .. ) 

Annual 

Annual 

Biennial(a) 

Biennlal 

Annual 

Blennlal(a) 

July 1 In Biennial 
odd years 

(c) Compollition of Commission; (ri)vernor aa eX" officio Chairman, Lt. Governor, Chairman 
House Ways and Meal~9 Committee. Chairman House Appropriation!ll Committee, Chairman 
Senate Finance ComlTlIltec, Prc:tident Pro Tern of St.-nate, Chairman Senate: Appropriations 
Committee, one member of Senate appointed by Lt. Governor, Speak.er of Houac, two Houae 

m(dvu[~r;lI~lg~~\I~~"t1 gr hhoea~g;a~~r..:ernor as Chairman. Treasurer, Com troller Generlll, 
Chairman Senate Fina.nce Comrnittt.."e, Chairman 1l0U!<M! Waya and Means ~ornmitlee. 

Source: Council of State Governments) The Book of the States, 1974-75 (Lexington, Ky., 1974). 
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and preparation provides an occasion to reevaluate current activities, 

to search out and identify new problems, and to suggest new 

activities to meet changing needs and priorities. As representatives 

of the people, it is incumbent upon State and local officials to be 

mindful of the views of all the electorate. 



l 

Chapter 4 

Civil Rights Provisions 

The Revenue Sharing Act prohibits State and local governments 

from spending shared revenues for programs or activities in which 

discrimination is practiced. Specifically, the act states: 

No person in the United States shall on the 
ground of race, color, national origin, or 
sex be excluded from participation in, be 
denied the benefits of, or be subjected to 
discrimination under any program £r activity 
funded in whole or8~n part with {revenue 
sharing! funds •••• 

The Director of the Office of Revenue Sharing (ORS) is empowered to 

seek compliance with its provisions and to take appropriate admini­

strative action after determining that a recipient government has 

violated nondiscrimination provisions. 

Discriminatory Acts Prohibited 

ORS regulations list types of discriminatory acts that are pro­

hibited. These provisions apply equally to programs undertaken by 

the recipient directly or through contractual or other arrangements. 

They include: 

1. Denying any service or other benefit which is provided to 
others. 

2. Providing any service or benefit which is different from 
that provided to others. 

3. Subjecting persons to segregated or separate treatment in 
any facility or in any process related to the receipt of any benefit 
or service. 

4. Restricting the enjoyment of any advantage or privilege 
enjoyed by others. 

5. Treating an individual differently from others in determin . 
ing admission, enrollment, or other conditions which must be met in 
order to receive a benefit or service. 

84. 31 U.S.C. §1242(a). 
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6. Denying equal employment opportunity. 

7. ~tilizing criteria or methods of administration which 
would subject individuals to discrimination or substantially impair 
accomplishment of the objectives of the program with respect to 
minorities or women. 

8. Determining the site or location of facilities which have 
the effect of excluding individuals from or denying them the benefits 
of an activity or program, or otherwise subjecting them to discrimi­
nation. 

These provisions do not prevent the recipient government from taking 

action to overcome the effects of prior discrimination in services 

or facilities provided to a geographic area or specific group of 
85 

persons. 

The descriptions of prohibited discriminatory acts are generally 

rather broad, making it difficult for people to relate them to 

specific situations. This might be remedied by giving examples of 

each type of discriminatory act, such as: 

1. Refusing to dispense medical aid to minorities in a health 
program or refuSing to permit girls and women to participate in 
sports activities at a recreation facility. 

2. Collecting garbage three times a week in white neighborhoods, 
but only once a week in black neighborhoods; or denying complete 
medical services for women (incl11ding gynecological care) in a health 
program, but providing comprehensive services for men. 

3. Assigning children of different ethnic or racial groups to 
different classes in an otherwise integrated school or establishing 
separate training classes for men and women in a job training center. 

4. Keeping libraries open for shorter hours in minority than 
whi te neighborhoods o'r maintaining shorter hours of access to recre­
ational facilities for women than for men. 

S. Using different criteria for admitting whites and blacks 
to a day care center for welfare children or using different criteria 
for admission of women and men to vocational training classes. 

6. Failing to employ women in certain positions, such as fire­
fighters, police officers, or supervisors. 

85. 31 C.F.R. §51.32(b) (Supp. 1973). 
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7. Using written tests or physical requirements (such as 
height, weight, endurance) that are not necessary to the job but 
which exclude many minorities and women. 

8. B11ilding a recreation center in an Anglo neighborhood, 
but not doIng so in a black, Mexican American, Puerto Rican, or 
Asian American neighborhood. 

The regulations are also not explicit enough in describing 

actions that constitute sex discrimination. Certain activities 

affect women as a group differently from racial and ethnic minori­

ties. For example, a training or employment program for minorities 

and women that does not provide day care facilities discourages women, 

both mino~ity and white, from enrolling in training or seeking employ­

ment. Detailing such distinctions for State and local officials is 

important since prohibitions against sex discrimination are fairly 

new to Federal aid programs. 86 

Compliance Mechanisms 

Federal regulations enumerate three mechanisms that may be 

employed by ORS to assure compliance with civil rights laws. First, 

before making any revenue sharing payments, ORS requires Governors 

of all States and chief executive officers of local governments to 

file a statement of assurance that they will comply with nondiscrimi­

nation requirements.
87 

ORS also investigates complaints filed by 

86. ORS states, since "sex di~c~imination prohibitions are fairly 
new to Fede~al aid programs, Li!/ is monitoring closely the draft 
r~~lations currently being examined by other Federal agencies. 
LI!j plans to deal with such problem areas as identified rather than 
to attempt to draft extensive regulatory distinctions for State and 
local officials. 1I ORS Comments. The USCCR maintains that ORS could 
choose to exercise leadership in this area and clarify what consti­
tutes sex discriminati.on for the purposes of the revenue sharing pro­
gram. Regulations coul~ he guided by the current state of Federal 
law and moeified as necessary. 

87. 31 C.F.R. §5l.32(c) (Supp. 1973). 

I 
• I 
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l: h b b ' d d· .. . 88 b persons WiO ave een su Jecte to ~scrllUlnat~on ut may conduct 

compliance reviews without first receiving complaints. 89 

All of these methods have shortcomings. Written assurances are 

the least effective way of guaranteeing compliance. Few officials 

would admit to practicing discrimination if this threatens future 

entitlements. The history of this form of "paper compliance" in 

Veterans Administration housing, ~ospitals, welfare programs, aid 

to education for the disadvantaged, and other federally-assisted 

programs shows that discriminatory practices continue even as State 

and :ocal officials certify their compliance with the law. 90 

The complaint mechanism similarly does not insure nondiscrimi­

nation. The number of complaints filed by private citizens is not 

a reliable measure of the prevalence of discrimination. Many citizens 

are not familiar with the law or complaint procedures. One reason 

for this was given by Graham W. Watt, Director of the Office of Revenue 

Sharing, before the Subcommittee on Civil Rights and Constitutional 

Rights of the House Judiciary Conunittee on September 6, 1973. 

88. 31 C.F.R. §51.32(d) (Supp. 1973). 

89. 31 C.F.R. §5l.32(e) (Supp. 1973). 

90. U.S. Commission on Civil Rights, The Federal Civil Rights 
Enforcement Effort--A Reassessment (Hashington, D.C.: Government 
Printing Office, 1973), p, 149; U.S. Commission on Civil Rights, 
Title VI. •• One Year After (Washington, D.C.: Government Printing 
Office, 1966), p. 7. See also Title VI of the Civil Rights Act 
of 1964--Implementation and Impact, 36 Geo. Wash. L. Rev. 972, 982-
987 (1968) and Washington Research Project and NAACP Legal Defense 
and Educational Fund, Title I of ESEA: Is It Helping Poor Children?, 
rev. 2d ed. (n.p., 1969). 
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As Mr. Watt testified, ORS had made no special effort at that 
91 

time to inform the public of appropriate complaint procedures. 

It was not until November 1974 that ORS puhlished a manual describing 

civil rights safeguards available under the Revenue Sharing Act. 

This publication, entitled General Revenue Sharin& and Civil Rights, 

covers procedures for filing complaints and actions ORS takes in 

seeking compliance. 

Even if the public is aware of these procedures, victims of 

discrimination may still be reticent. They may fear reprisal if 

they file a complaint. Furthermore, the lack of money for legal 

help discourages many women and minority persons. FinallY, some 

people simply feel that any remedy would be too slow in coming. 

Nevertheless, ORS has been relying chiefly o~2complaints to bring 

examples of discrimination to its attention. 

As of June 1, 1974, a year and a half after revenue sharing was 

signed into law, the Office of Revenue Sharing had received only 41 

91. Where such efforts to inform the public have taken place, there 
has been a dramatic increase in the number of complaints. For example, 
the number of complaints received by the Department of Housing and 
Urban Development concerning fair housing doubled following such a 
campaign. U.S. Commission on Civil Rights, Enforcement Effort--A 
Reassessment, p. 111. 

92. ORS does not concur in this discussion of the shortcomings of 
written assurances and reliance upon complaints in enforcing civil 
rights laws. In its written comments, ORS outlined 5 major elements 
of its compliance program. These include: 

a) "making it simple as possible for each government to comply with 
the Act's requirements." 

b) making sure "recipient governments know what to do to comply with 
the Act." 

c) "developing a compliance system th!!.t includes maximum use of_ 
existing State and private audits of Lrevenue sharing recipient~." 

d) cooperating with Federal agencies and citizens and civil rights 
organizations. 

e) "/.j./f noncompliance is found, L;orkinij closely with that g,overn­
ment to achieve voluntary corrective action Lbefore attempting,/ to 
recover funds or institute court action •••. " CRS Connnents. 

-, 

! 

I 
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1 . t . l' d' .. t' 93 Ab t h If f th comp a~n s ~nvo v~ng ~scr~m~na ~on. ou a 0 ese were 

filed by organizations 94 that presumably possess greater familiarity 

with the law than the individuals they represent. 

For example, in one complaint the Afro-American Patrolmen's 

League and the Chicago chapter of the NAACP alleged that the Chicago 

Police Department, which receives the bulk of that city's revenue 

sharing funds ($69.7 million of $95.1 million for calendar year 

1973), discriminates against blacks and the Spanish speaking in 

hiring practices, promotions, work assignments, and disciplinary 

actions. In Ouachita Parish, Louisiana, the Lawyers' Committee 

for Civil Rights Under Law filed a complaint on behalf of several 

black residents charging that municipal services supported by 

revenue sharing are denied to blacks living in the parish. 95 

A third means for assuring compliance with civil rights laws 

is conducting compliance reviews. Compliance reviews are onsite, 

indepth investigations of a government, performed to determine whether 

it is in compliance with Federal civil rights laws. These reviews 

require a great deal of time for investigating facts, interviewing 

people, and corroborating evidence. Because the reviews are so 

detailed they are the most effective way of determining compliance; 

93. Statement of Graham W. Watt, Director, Office of Revenue Sharing, 
before the Senate SubcorrmU.ttee on Intergovernmental Relations, Com­
mittee on Government Operations, June 4, 1974. 

94. Interview with Robert Murphy, Compliance Manager, Office of 
Revenue Sharing~ De.partment of the Treasury, April 3, 1974. At 
that time 36 civil rights complaints had been filed wi th ORS. 

95. ORS feels these complaints are "atypical." The Justice Depart­
ment intervened in the Chicago case. Moreover, as of the date of 
ORS' comment, the Ouachita Parish complaint was the only one filed 
by the Lawyers I Committee for Civil Right,:; Under Law. ORS, howeve'l:', 
does not question that the NAACP and the Lawyers' Committee are 
familiar with the nondiscrimination provisions of the Revenue Sharing 
Act. ~ Comments. 
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but they also consume a significant amount of staff time.
96 

Reviews 

of even a token number of the 19,000 State and local revenue shaIing 

. . h Id' f . 1 1 staff. 97 A f rec1p1ents eac year wou requ1re a a1r y arge s 0 

mid-October 1974, the ORS compliance division had a complement of 

30 staff positions, only 4 of which were occupied by civil rights 

specialists. 98 This staff is responsible for compliance with all 

provisions of the act, including civil rights. Most reviews to deter­

mine civil rights compliance, therefore, can only be very cursory. 

In fact, ORS has made little progres"l tmvard fonnulating plans to 

conduct systematic compliance reviews. In early 1973, with the 

assistance of staff temporarily borrowed from other Federal agencies, 

ORS visited 103 jurisdictions that are dmong those receiving the 

96. For example, the Law Enforcement Assistance Administration 
estimates that 100 person-days are required to conduct a compliance 
review in a typical large police department. See U.S. Commission 
on Civil Rights, Enforcement Effort--A ~eassessment, p. 341. In 
order to complete an equal educational services compliance review 
of a large school district, the Office for Civil Rights regional 
office of the Department of Health, Education, and Welfare may con­
sume more than 200 person-days. U.S. Commission on Civil Rights, 
Toward Quality Education for Mexican Americans (Washington, D.C.: 
Government r~inting Ofiice, 1974), p. 56. 

97. The Department of Health, Education, and Welfare as of June 
1972 employed nearly 180 professional staff members who spent more 
than half their time on 'nforcement of Title VI u£ the Civil Rights 
Act of 1964 in elementary and secondary education. U.S. Commission 
on Civil Rights, Enforcement Effort--A Reassessment, p. 201. At 
that time, there were approximately 17,500 public school systems 
throughout the Nation. HEW considered this staff size clearly in­
adequate, and 350 additional positions were requested. 

98. Most of the remaining positions that have been filled are 
occupied by auditors. The 30 compliance positions authorized by 
Congress fall short of the 51 requested by ORS. Nevertheless, 
with:"L1 the staffing limitat _ons imposed by Congress, ORS can employ 
any combination of people with different specialties. ORS' emphasis 
is clearly on enforcement of audit requirements. 
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1 1 · 11 . 99 argest revenue slarLng a ocatLons. Although ORS refers to these 

as compliance reviews, they were more for the purpose of signjfying 

to recipients that ORS was prepared to enforce the law and t,,' explain 

to recipients their obligations under the 1aw. 100 

Several circumstances surrounding these visits suggest that there 

was no intention to perform an in-depth civil rights investigation. 

Each locality was visited by two people for only 1 day.101 This is 

by no means sufficient time or personnel to complete a full compli­

ance review. Moreover, the major part of the visits was devoted to 

matters relating to audit procedures, financial reporting, budgeting, 

and appropriations processes rather than to civil rights. 

Coverage of civil rights concerns was inadequate. First, data 

collection methods ,,,ere naive. Questions about civil rights mech­

anisms and 9rocedures were directed only to State and local officials. 

There was no attempt to corroborate their responses with locc.>~ community 

leaders or to observe firsthand the prngrams funded by revenue sharing, 

as would be done in a normal compliance review. 

In additi'Jn, the data collected were insufficient. For example, 

recipients were asked for a racial and ethnic count of employees in 

programs funded by revenue sharing. A simi.1ar enumeration by sex 

was not requested even though sex discrimination is expressly pro-

b ~ Sh . A 102 hi ited by t'.le Revenue arLng ct. 

99. These 103 government units (including all 50 State governments) 
receive slightly more than one-half of all revenue sharing funds. 

100. Commission staff interview with Dr. Robert Murphy, Compliance 
Nanager, ORS, July 9, 1973. 

101. Department of the Treasury, Office of Revenue Sharing, Com­
pliance by the States and Large Urban Jurisdictions--Initia1 Report 
(Washington, D.C.: Government Printing Office, 1973), p. 3. 

102. ORS feels that this description of the circumstances surrounding 
its compliance visits to the 103 jurisdictions receiving the largest 
allocations misconstrues the purpos e of thos e visits. ORS Conrrnents. 
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Remedies Available Through ORS 

Even if ORS were to determine that a recipient is in violation 

of civil rights provisions, the procedures set forth in its regula­

tions for seeking compliance are rather long and involved. l03 First, 

the chief executive officer of the government and the Governor of 

the State are notified. The Governor has 60 days to secure compliance. 

If the Governor fails or refuses to secure compliance, t~e Director 

of ORS may do one of several things: 

1) refer the matter to the Attorney General for possible legal 
action; 

2) exercise the powers, functions, andlB~ministrative remedies 
of Title VI of the Civil Rights Act of 1964; or 

3) take other action authorized by law. 

ORS regulations spell out in detail the steps it will take in 

seeking compliance pursuant to Title VI of the Civil Rights Act of 

1964. A second notice is sent to the offending recipient, followed 

by at least 10 deys during which additional efforts to seek compli­

ance with civil rights laws may be made by ORS. If these efforts fail, 

the recipient has the opportunity to appear before an administrative 

law judge
l05 

for a formal hearing. An adverse decision by the admin­

istrative law judge can be appealed first to the Secretary of the 

Treasury and then to the U.S. Circuit Court of Appeals. 

If the recipient refuses to comply and has exhausted all avenues 

of appeal, ORS must then file a report with the House Ways and Means 

Committee and the Senate Finance Committee setting forth the 

103. 31 C.F.R. §5l.32(f) (Supp. 1973). 

104. Title VI states that the Federal Government may terminate or 
refuse to grant or continue assistance to a recipient when, after 
opportunity for a hearing, it is determined that the recipient has 
violated nondiscrimination requirements. 

105. Administrative law judges, who may not nece~sarily be lawyers, 
are usually appointed by the U.S. Civil Service Commdssion. They 
have the power to administer oaths, take evidence, hear oral argu­
ments, and make an initial decision in the case. 
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circumstances and reasons in support of fund termination. Thirty 

days are allowed for the committees to review the report before 

action is finally taken. The very length and complexity of these 

procedures are intended to provide due process for revenue sharing 

recipients. The need to redress discrimination speedily, however, 

is equally important and deserves greater consideration. 

After completing this process, a revenue sharing recipient 

found in noncompliance is required to repay the amount of money 

spent on a project or activity invhich discrimination was found. 

Furthermore, the recipient receives no more revenue sharing money 

until the Secretary of the Treasury is satisfied that it has begun 

to observe civil rights rules and regulations. The financial penalty 

for civil rights violation, however, is not as harsh as that for 

violating "priority expenditure" restrictions. A local goverrunent 
106 

must pay 110 percent of the amount spent in nonpriority areas. 

As of the beginning of April 1974, ORS had not begun any admini­

strative proceedings against any government for discrimination in 

the use of revenue sharing funds. This does not mean, however, that 

discrimination had tiO~: existedo In fact, a suit was brought against 

ORS and the D8partment of the Treasury by the Afro-American Patrol­

men's League and the Chicago branch of the NAACP. 

The suit alleged that ORS had failed to comply with its own 

regulations because it had not ~nitiated effective administrative 

action in response to a complaint. The complaint charged that the 

Chicago police department, which receives revenue sharing money, 

discriminates against blacks and Spanish-surnamed persons in hiring 

and promotion practices. Contrary to the regulations, neither the 

Governor of Illinois nor the Mayor of Chicago were even notified of 

the city's noncompliance. On April 4, 1974, a Federal district 

106. 31 C.F.R. §51.3l(c) (Supp. 1973). 
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court ruled that ORS must begin administrative proceedings immedi-
107 ately. 

The Philosophy Guiding ORS' Civil Rights Compliance Effort 

ORS' rather passive approach to civil rights compliance can 

perhaps be attributed to the philosophy under which it operates. 

ORS maintains that its compliance responsibilities far exceed those 

of other Federal agencies by virtue of the amount of money it dis­

burses ($30.2 billion over 5 years) and the number of eligible 

recipieuts to which it makes payments (39,000). It argues that if 

it ~vere to proceed on the basis of suspected noncompliance, its 

compliance effort would be so substantial as to contradict Congress' 

intent to provide State and local governments with flexibility in the 

use of funds. Finally, ORS believes that "governments will comply 

with a 1m.; which they favor if they clearly know the nature of their 
"b"l" " ,,108 respons~ l ltles. 

107. Robinson v. Shultz, No. 74-248 (D.D.C., April 4, 1974). On 
April 9, ORS wrote the Mayor of Chicago that use of revenue sharing 
funds to support the city's police department violated nondiscrimina­
tion requirements and requested that negotiation of a consent decree 
be expedited in litigation already instituted by the Department of 
Justice. A letter was also sent to the Governor of Illinois asking 
for help to secure compliance. Later, ORS concluded that a voluntary 
compliance settlement was not possible. On May 22, 1974, ORS informed 
the Mayor of Chicago and the Govermr of Illinois that the matter had 
been referred to the Justice Department. See Department of the 
Treasury news release, Office of Revenue Sharing, "Revenue Sharing 
Discrimination Case Referred to Justice," May 28, 1974. Also in 
question in this case was ORS' power temporarily to defer funds pend­
ing the outcome of an administrative hearing. The court ruled that 
ORS has such authority, which it can use at its own discretion. ORS, 
however, is opposed in practice to utilizing this means for seeking 
compliance with civil rights provisions. ORS feels this court action 
represents "the exception and not the rule." ORS Comments. 

108. ORS Comments. 
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Judicial and Federal administrative actions taken against State 

and local governments for violations of civil rights laws in employ­

ment and the provision of public services contradict ORS I assumption 

that awareness of responsibility and compliance with the law go hand 

in hand. Moreover, ORS I argument that a large compliance force 

would be contrary to congressional intent can be disputed. Congress 

meant to return greater freedom of choice to State and local officials­

but within the restrictions set forth in the act. Thus, it is ORS I 

duty to assure that local spending decisions do not violate civil 

rights provisions regardless of the compliance effort it must 

sustain to do so. Operating under a misunderstanding of its own 

responsibility and State and local integrity in civil rights matters, 

ORS has devised a compliance program that may permit many violations 

to go unprosl?cuted simply because it does not look for them. 

Court Remedies 

Legal remedies may also be sought directly through the courts. 

Lawsuits may be initiated by any private citizen without first 

exhausting administrative remedies available through ORS. Further, 

if a pattern or practice of discrimination is clearly established, 

the Department of Justice can file court actions apart from ORS 

administrative proceedings. To date, the Department of Justice has 

neither filed a court suit nor entered an amicus l09 brief on behalf 

of revenue sharing plaintiffs. 

In at least one connnunity private citizens have initiate.d court 

action. This route was taken by blacks in Alton, Illinois, who 

through various subterfuges had been denied access to eligibility 

lists :'crom ,\Thich the city selected employees for the police and fire 

departn'ents. The city council authorized the use 0 f revenue shar ing 

109. A noninvolved party may file a separate amicus curiae, or 
"friend of the court, II brief in which it states its position in 
support of one of the parties. 
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funds to increase the number of police officers and firefighters. 

There was no possibility that these new positions would be filled by 

blacks, since no black candidates were on the eligibility lists for 

appointment to the positions. In Morse v. Krepel, a Federal district 

~ourt issued a restraining order prohibiting the city from making 
. f h .. 1 . . b . 1 . t 1 . 110 appo~ntments rom t e ex~st~ng e ~g~ ~ ~ Y ~st. 

Cases such as this one are of particular significance because 

they show that revenue sharing can be a useful means for combating 

employment discrimination in State and local government. These 

units of government are among the largest and fastest-growing employers 
111 in the United States, with about 11 million workers on their payrolls. 

Yet employment opportunities for minorities and women are restricted 

by discriminatory personnel actions. Barriers to equal employment 

have been especially severe in the fields of police and fire protection, 

where city governments are allocating about half of their revenue 

h . 112 s ar~ng money. 

Cases that strike down employment discrimination will ultimately 

affect the way government units utilize their revenue sharing funds. 

110. C.A. No. S-CIV-73-3l (S.D. Ill., Nov. 20, 1973). 

111. For a detailed account of growth in State and local public 
employment, see International City Management Association, The 
Municipal Yearbook: 1971 (Washington, D.C.: International City 
Management Association, 1971), pp. 187-190. See also Executive 
Office of the President, Office of Management and Budget, Special 
Analyses, Budget of the United States Government, Fiscal Year 1975 
(Washington, D.C.: Government Printing Office, 1974), p. 106, 
table G-4. 

112. Of the functions commonly performed by cities and towns, 
about two-fifths of the municipal work force is engaged in police 
and fire protection. International City Management Association, 
Municipal Yearbook: 1971, p. 188. For an analysis of discrimina­
tion in State and local governments, see U.S. Commission on Civil 
Rights. For All The People ••• By All The People (Washington, D.C.: 
Government Printing Office, 1969). 
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If minority persons and women are represented among those who make 

policy and administer programs, there will be a greater chance that 

those programs to which minorities and women assign high priority 

will be funded. 
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PART II 

SPECIAL REVENUE SHARING 

Special revenue sharing is a second response to some of the 

shortcomings of categorical aid programs. Under special revenue 

sharing, a number of categorical grant programs are consolidated 

into one program. Matching fund requirements and the necessity 

of submitting program plans or applications for approval are 

eliminated. The amount of money a particular jurisdiction receives 

is determined by a formula that takes into account appropriate 
113 

factors. Within a broad functional area, such as manpower train-

ing or community development, recipient governments are free to spend 

money according to their own priorities. As with general revenue 

sharing, the rationale is to put decisionmaking power into the hands 

of local officials, who presumably understand the nee~s of their 

communities better than the Federal Government. 

While in office, President Nixon recommended that special revenue 

sharing measures be enacted in such areas as manpower, community 

development, education, and law enforcement. Congress has been 

willing to consider some of the grant consolida tion and simplification 

featu.res of special revenue sharing, but it has not been entirely 

receptive to relaxing Federal controls to the extent envisioned in 

the former President's proposals. 

113. The consolidated grant may represent a decrease or increase 
over previous Federal aid levels depending on the total amount 
available for allocation to local communities and the allocation 
formula itself. The impact on minorities and women is also a 
concern where categorical aid programs with strong citizen par­
ticipation requirements are replaced. 

70 



Chapter 1 

Manpower Revenue Sharing 

Of President Nixon's proposed special revenue sharing programs, 

manpower revenue sharing was the first to become law. Early in 

1973, the administration expressed its intent to implement manpower 

revenue sharing without waiting for congressional authorization. The 

D f Lab (DOL) ° d dO. 114 d 1 ° bOll epartment 0 or 1ssue 1rect1ves e egat1ng su stant1a y 

more decisionmaking power to State and local government officials 

over manpower programs authorized under the Manpower Development and 

Training Act of 1962 (MDTA) and the Economic Opportunity Act of 1964 

(EOA).115 Members of Congress questioned t~~ authority of DOL to 

make such sweeping unilateral changes in manpower prog~ams without 

° 1 ° 1 ° °d 116 1tS eg1s at1ve gU1 ance. 

Toward the end of the year, Congress passed a new manpower act 

incorporating some of the administration's special revenue sharing 

concepts. It gives State and local governments more flexibility in 

designing and implementing manpoHer programs, but it rna1nta1ns some 

Federal control by requiring State and local officials to submit 

program plans to DOL for approval before receiving funds. 

On December 28, 1973, former President Nixon signed the Compre­

hensive Employment and Training Act (CETA)117 into law. CETA replaces 

MDTA, Title I of the EOA, and the Emergency Employment Act of 1971. 

The new act authorizes various programs for meeting manpower needs. 

114. Interagency Cooperative Issuances Nos. 74-1 and 74-2. 

115. 42 U ~.C. 132571 et ~. and 42 U.S.C. §270l et ~. respectively. 
Programs ±unded under these acts include counseling, training, job 
referral, and supportive services for those who are otherwise unable 
to retain long term employment. 

116. H.R. Rep. No. 93-288, 93rd Cong., 1st Sess. (1973), p. 4, and 
S. Rep. No. 93-414, 93rd Cong., 1st Sess. (1973), p. 9. 

117. Pub. L. 93-203 (Dec. 28, 1973) U.S. Code Congo & Ad. News 
925 (1973). 

71 
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Title I deals with comprehensive manpmver services to be_ provided 

by State and local governments; Titles II, III, and IV authorize 

special programs to be furnished by State and local sponsors and DOL. 

Title I names States and local governments with a population 

of 100,000 or more as prime sponsors for comprehensive manpower 

services. The Secretary of Labor may also approve grants to other­

wise ineligible units or combinations of units of government that 

either have exceptional needs or have had effective manpower programs 

in the past. 

Eighty percent of the money appropriated for Title I is distributed 

among the States according to a weighted fonnula: 

50.0 

37.5 

12.5 

percent of the amount is allotted on the basis 
of the previous year I s manpower allotment; 

percent of the amount is allotted on the basis 
of the relative number of unemployed; and 

percent of the amount is allotted on the basis 
of the relative number of .:ldults in families 
below the low-income level. 

Distribution among eligible local prime sponsors in each State is 

made using this same formula. 

Before a prime sponsor may receive funds, it must submit a 

comprehensive manpower plan detailing the types of services to be 

provided, performance goals to be achieved, the geographical area 

to be served, and the extent to which community-based groups have 

been involved in developing the plan. The prime sponsor must make 

the plan public prior to submission to DOL. If an eligible prime 

sponsor does not submit a plan, that area may be served by the State 

or another eligible unit of government. If a plan is submitted but 

disapproved or if there is no prime sponsor for an area, DOL assumes 

responsibility for providing manpower services to that acea directly. 

State and local governments may continue programs previously 

authorized under MDTA aud EOA but are not required to do so. Within 

broadly stated goals, they may explore different ways of providing 

employment opportunities for unemployed and underemployed persons. 
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Somewhat less latitude is given to State and local officials in 

carrying out programs funded under Title II of the act. Title II 

contiuues the Public Employment Program (PEP) previously auth(·rized by 

the Emergency Employment Act of 1971. It sets aside at least $250 

million for fiscal year 1974 and $350 million in fiscal 1975 to 

be used by State and local governments in creating pubJic service 

jobs in areas of persistent high unemployment. 

Eighty percent of the funds are distributed on the basis of the 

number of unemployed in these areas. The remaining 20 percent is 

distributed by discretion of the Secretary of Labor. 

In order to receive funds under Title II, a State or local 

government must be a qualified prime sponsor for Title I funds. 

Indian tribes on Fede,ra1 and State re:?e~vat~ons are also eligible 

sponsors. The local area must have had an unemp10yment'rate above 

6 5 f 3 . h 118 • percent or consecut~ve mont s. 

DOL is responsible for programs listed in Title III and Title 

IV. Title III covers special target groups that are particularly 

disadvantaged in the labor market, including persons of limited 

English-speaking ability, ex-felons, Indians, migrant or seasonal 
119 farmworkers, and youths. Title IV extends the life of the Job Corps. 

Discrimination on the ground of race, color, national origin, 

sex, handicap, political affiliation, and beliefs is prohibited. DOL 

regulations describe the way comp1ianc; with this provision will be 

maintained by DOL. 120 As with generaL revenue sharing, State and 

118. Under the Emergency Employment Act of 1971, the unemployment 
trigger was 6 percent for 3 consecutive months. 42 U.S.C. §4875(c)(1). 

119. The Job Corps is for low-income disadvantaged youths, aged 14 
to 22, who "need and can benefit from an unusually intensive program, 
operated in a group setting, to become more responsive, employable, 
and productive citizens ••• " Comprehensive Employment and Training 
Act of 1973, Pub. L. 93-203 (Dec. 28, 1973) u.S. Code Congo & Ad. 
News 925 (1973). 

120. See Secs. 98.21 and 98.40 to 98.49 0: 3~l/.Fed. ~.eg. 19917-19920 
(1974). As of June 26, 1974, only n~gu1atlOn~ for T~t1es I and II 
and for Indian manpower programs and the 1974 summer youth program 
under Title III had been published. 
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local governments are required to submit statements of assurance 
121 

that they are complying with nondiscrimination laws. 

In addition, complaints may be filed with DOL after a citizen 

exhausts administrative remedies available for the prime sponsor. 

To be considered a formal allegation by DOL, a complaint must be 

precise enough to determine against ,'hom the complaint is ,;ade and 

to allow the respondent an opportunity for defense. The Assistant 

Regional Director for Manpower of DOL must make a prompt investiga­

tion of all formal allegations. Finally, DOL may also conduct in­

depth, onsite compliance reviews of State and local governments 

against which no complaint has necessarily been lodged but which 

are suspected of practicing discrimination. 

If a finding of noncompliance with civil rights laws is made, 

the Secretary notifies the prime sponsor and requests that it secure 

compliance. If this is not done within 60 days, the Secretary m~y 

terminate financial assistance and bring administrative action or 
122 

recommend legal action against the prime sponsor. 

As DOL monitors prime sponsors, prime sponsors are also 

responsible for monitoring organizations they contract with to 

operate CETA-funded programs. The regulations suggest, as one method 

of enforcing civil rights compliance, that contrac~ors and grantees 

be required to submit affirmative action plans to accompany the prime 

sponsor's comprehensive manpower plan. This, however, is left to the 
123 discretion of the prime sponsor. 

The regulations also provide some means of holding public officials 

accountable for the expenditure of manpower training funds. These in­

clude manpower planning counCils, submission of reports, and f'.lb1ica­

tion of program summaries. Manpower planning councils are empowered 

121. The inadequacy of "paper" assurances in enforcing compliance 
with civil rights provisions is discussed on page 59. 

122. See Sec. 98.21 of 39 Fed. Reg. 19917 (1974). 

123. Ibid. 
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to recommend program plans; analyze needs for employment, training, 

and related services; and moni:.:.0r and evaluate manpower programs. 

The councils must be comprised of representatives of business, labor, 

educational institutions, employment services, community-based 

. d h 1 b . d 124 h f organ~zations, an t e peop e e~ng serve. T ere is no speci ie 

requirement, however, that minorities and women be fairly represented 

on these councils. Thus, they are not assured of a real opportunity 

to influence manpower programs. 

Three reports are required from prime sponsors. The Quarterly 

Progress Report, filed at the end of each fiscal quarter, summari.zes 

the types of programs funded, the number of people served, outcomes 

for the participants in terms o~ employment or further training, 

and the costs incurred.
125 

The Summary of Client Characteristics 

Report contains aggregate data on the characteristics of program 

participants.
126 

The report of Federal Cost Transactions provides 
. 127 

financial information on the total amount of Federal money d~sbursed. 

These reports have at least one serious drawback. Detailed in­

formation is not required on the race, ethnic background, and sex of 

participants according to the type of trainir.g program they are 

enrulled in and the type of employment in which they are subsequently 

placed. Thus, the reports are not helpful in determining whether 

minorities and women are being trained for and placed in menial jobs 

or in jobs that hold limited opportunity for advancement. 

124. See Sec. 95.13 of 39 Fed. Reg. 19895 (1974) • 

125. See Sec. 98.8 of 39 Fed. Reg. 19914 (1974) . 

126. Id. , Sec. 98.9 

] 27. Id., Sec. 98.10. 
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State and local prime sponsors are also requi~ed under Titles I 

and II to publish program sun~ries in local newspapers, including 

minority newspapers where feasible, at least 30 days in advance of 

their submission to DOL.
l28 

The likelihood that the summaries will 

be published in minority newspapers is diminished by the fact that, 

in ambiguous fashion, this is required only where "feasible." 

Moreover, publication in non-English-language or bilingual newspapers 

is not specifically mentioned. 

The regulations fall far short of ensuring women and minorities 

a role in planning, monitoring, and evaluating manpower programs. 

Like general revenue sharing, decisionmaking authority is turned 

over to those governments closest to the people, but the intimate 

involvement of the people in governmental affairs does not necessarily 

extend to everyone. Minorities and \Vomen must take the initiative 

in gaining a voice in State- and locally-sponsored manpower programs. 

Knowledge of manpower lalvs and regulations, familiarity with man­

power program plans, and representation on planning councils are 

the tools for achieving that goal. 

128. T.he 30-day requirement is waived for fiscal year 1975. 



Chapter 2 

Other Special Revenue Sharing Proposals 

Apart from manpower revenue sharing, President Nixon also 

proposed special revenue sharing for community development, eduo;a­

tion, and law enforcement. Congress gave these proposals active 

consideration and in mid-1974 enacted measures that consolidate a 

number of categorical grantB for education and community development. 

Changes made earlier in 1973 in Federal aid for law enforcement 

programs were not as extensive. 

Community Development 

In 1973 President Nixon sent Congress a proposed Better Communi­

ties Act that called for consolidation of seven community development 

programs and bestowed considerable discretiDn in the expenditure of 

funds upon eligible recipients. Congressional deliberations on this 

and other measures resulted finally in the enactment of the Housing 

and Community Development Act of 1974,129 signed into law by 

President Ford on August 22, 1974. 

Title I of this act covers community development. Effective 

January 1, 1975, categorical aid programs for open space land grants, 

urban beautification and historic preservation, public facility loans, 

water and sewer and neighborhood facilities grants, urban renewal 

and neighborhood development program grants, and Model Cities supple­

mental grants are to be terminated. 130 In their place the act 

authorizes for appropriation a total of $8.4 billion in community 

development block grants over a 3-year period. Annual disbursements 

are limited to $2.5 billion in fiscal year 1975 and $2.95 billion 

each in fiscal years 1976 and 1977. 

129. Pub. L. 93-383 (Aug. 22, 1974). 

130. Rehabilitation loans will also be ended on the first anniversary 
of the act. 

77 
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These funds are to be distributed according to a standard 
131 

formula set fortt in the act. Eighty percent of community 

development block grants must go to units of government within 

metropolitan areas; the remaining 20 percent go to nonmetropolitan 

areas. Those jurisdictions within metropolitan areas that are 

eligible for assistance include the central city, any other city with 

a population of 50,000 or more, and any county that has the power to 

undertake community development activities and has a population of 

200,000 or more (not counting that of any of the above-mentioned 

cities or any incorporated place that elects to be excluded). Funds 

distributed to nonmetropolit~n areas are allocated to (a) units of 

government that previously participated in community development 

categorical aid programs, (b) otherwise ineligible localities that 

specifically apply for assistance, and (c) States for use in non­

metropolitan areas. 

The allocation formula is based on factors of population, amount 

of housing overcrowding, and the extent of poverty (co'J.nted twice). 

Through the formula, some localities ave entitled to ceceive more 

than granted under prior programs. Where there is an excess, the 

recipient will be "phased-in" up to its full formula level over a 

3-year period. In addition, cities and counties that received higher 

levels of assistance under former categorical programs will continue 

to be funded at the higher level during the first 3 years. This 

larger sum is called the "hold-harmless" amount. After the third 

year, the "hold-harmless" provision will be phased out so that by 

131. An additional $50 million each for fiscal years 1975 and 
1976 and $100 million for fiscal year 1977 are·authorized for grants 
to communities with urgent communi~y development needs that cannot 
be met through operation of the standard formula. 
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the sixth year these governments will receive only that amount they 

are entitled to under the basic formula. 132 

Recipients of community development funds may use their alloca­

tions for a host of activities. These include: 

1) acquisition of property that is blighted, deteriorated, 

deteriorating, or otherwise appropriate for rehabilitation or 

conservation. 

2) acquisition, construction, or installation of public works 

such as neighborhood facilities, senior centers, historic properties, 

utilities, streets, street lights, water and sewer facilities, and 

parks, playgrounds, or other recreational facilities. Funds may 

also be used for flood and drainage facilities when assistance is 

unavailable under other Federal programs. In addition, parking and 

solid waste disposal facilities and fire protection services and 

facilities are eligible for assistance if they are located in or 

serving designated community development areas. 

3) code enforcement in deteriorated or deteriorating areas. 

4) clearance, demolition, removal, and rehabilitation of 

buildings. 

132. Small communities that have been participating in Model Cities, 
urban renewal, or code enforcement will receive the same "hold­
harmless" treatment even though they are "nUtled to nothing under 
the formula. In addition, the act prescribes that of the $8.4 
billion authorized for formula-based allocations, $50 million each 
for fiscal years 1975 and 1976 shall be set aside for distribution 
to communities in metropolitan areas that have no formula entitle­
ment and have not been participating in urban renewal, Model Cities, 
or code enforcement programs. Funds will be allocated to these 
jurisdictions according to population, amount of housing overcrowding, 
and extent of poverty (counted twice). The act permits the Secretary 
of Housing and Urban Development to set aside another 2 percent of 
the funds for discretionary grants for new communities, areawide 
community development programs, disaster aid, correction of in­
equities resulting from the regular allocation provisions, and 
UoS. 'territories and the Trust Territory of the Pacific Islands. 
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5) relocation payments for those displaced by community 

development activities. 

6) payments to housing owners for losses in rental income 

while temporarily holding units to be used for relocation. 

7) provision of public services not othenvise available in 

areas of concentrated development activities. These may include 

services that meet employment, economic development, crime preven­

tion, child care, health, drug abuse, education, welfare, or 

recreation needs. 

8) preparation of a comprehensive community development plan 

and improvement in po1icy-p1anning-management capacity. 

In order actually to receive their allocations, eligible recipients 

must file an annual application with the Department of Housing and 

Urban Development (HUD) , which is responsible for administration of 

this program. The application must contain a summary of a 3-year 

plan that identifies community development needs and objectives and 

conforms with areawide development plans. The applicant also must 

describe a program to eliminate or prevent slums, blight, and deteri­

oration where such conditions exist and to provide community facilities 

and public improvements where necessary. 

Finally, the application must incorporate a housing assistance 

plan that assesses the housing needs of low-income persons residing 

in or expected to move into the community, specifies an annual goal 

for the number of units or persons to be assisted, and indicates the 

location of proposed low-income housing with a view to promoting 

greater housing choice and avoiding undue concentration of low-income 

people in certain neighborhoods. 133 

133. Under limited circumstances, HUD can waive all application 
requirements except those pertaining to housing assistance when 
the locality has a population of less than 25,000. 
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The Department of Housing and Urban Development has the 

authority to approve applications and to review the actual performance 

of recipient governments. The act, however, places considerable con­

straints on this authority. As a result Federal control over expend­

. :ures falls somewhere between the completely free spending hand con­

templated in special revenue sharing and the substantially greater 

influence HUD exercised previously under categorical programs. 

Applications from metropolitan cities and counties are automatically 

deemed approved 75 days after their submission unless HUD notifies 

the jurisdictions to the contrary. HUD also is required to approve 

applications unless the statement of community development needs is 

plainly inconsistent with available information, the activities 

proposed are clearly inappropriate in meeting the community's needs 

or are not eligible for assistance under the act, or the application 

does not conform with the law in some other way. 

HUD's powers to review the performance of approved applicants 

and to adjust assistance levels accordingly is similarly limited. 

It n~y intervene only if the program carried out was substantially 

different from that described in the application, if the recipient 

cannot execute its program. in timely fashion, or if the program did 

not conform to legal requirements. 

One provision with which recipient governments are expected to 

comply is that prohibiting discrimination on the basis of race, color, 

national origin, or sex. When discrimination is found, HUD must 

notify the chief elected official of the locality and give that official 

60 days to correct the violation. Failing this, HUD may take action 

to terminate, reduce, or limit the availability of grant payments. 

Alternatively, HUD may refer the matter to the U.S. Attorney General 

for legal action. Suits brought by the Attorney General may call for 

recovery of amounts spent in violation of nondiscrimination require­

ments. 
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Education 

In 1973, President Nixon also proposed a Better Schools Act 

calling for the consolidation of about 30 educational programs into 

special revenue sharing. Programs to be consolidated included 

education for the disadvantaged, education for the handicapped, 

vocational education, adult education, "impact" aid for children 

residing on Federal property and attending public school, and 

certain support services. At the same time, termination of funding 

was proposed for Titles II and V of the E1ement. o J and Secondary 

Education Act (ESEA) , Title III of the National Defense Education 

Act (NDEA) , Part B-2 of the Education Professions Development Act 

(EPDA), and aid to schools with students whose parents work for 
134 the Federal Government but do not live on Federal property. 

The Better Schools Act met with little favor in Congress. 

Nearly all school districts would have lost money, since some programs 

were being terminated without continued comparable funding under 

special revenue sharing. Some districts would have lost even more 

because of changes in distribution formulas, particularly the one 

allocating aid for disadvantaged children (ESEA Title I). 

In 1974 the Nixon administration substantially modified its 

proposal, recommending consolidation of categorical aid programs 

rather than revenue sharing. The result of this consolidation would 

have been five grant programs: education for the handicapped, support 

services, innovation, vocational education, and adult education. In 

partial response to this latest proposal, Congress passed a bill that 

134. ESEA Title II (20 U.S.C. §821-827) funds are used for the 
purpose of school library resources, textbooks, and other instruc­
tional nmteria1s. ESEA Title V (20 U.S.C. §861-869a) provides funds 
for strengthening State and local education agencies. NDEA Title 
III (20 U.S.C. §441-455) provides financial assistance for strengthen­
ing instruction in certain critical subjects, including mathematics 
and science. EPDA Part B-: (20 U.S.C. §1108-1110c) provides funds 
for attracting and qualifying teachers to meet critical teacher 
shortages. 
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consolidated programs for support services and innovation and simpli-
135 

fied the grant application process. 

Law Enforcement 

In 1973 President Nixon also proposed to replace block grants 

allocated by the Law Enforcement Assistance Administration (LEAA) 

under the Omnibus Crime Control and Safe Streets Act of 196'8. 136 

This law enforcement revenue sharing proposal "Would have abolished 

matching fund requirements and eliminated the necessity for program 

plans to be approved before recipients are given funds. Congress 

chose inst~sd to extend the life of LEAA's block grants under the 

Crime Control Act of 1973. 137 Some restrictions were loosened, and 

matching fund requirements were reduced. Nevertheless, limitations 

were not relaxed to the extent envisioned in the administration's 

proposal. 

These special revenue sharing proposals were part of President 

Nixon's effort to reform the Federal grant system. Whether reform 

comes in the form of special revenue sharing or merely grant consoli­

dation, the intent is to maximize State and local responsibility for 

planning and management, to consolidate overlapping Federal grant 

programs, and to simplify Federa.l grant administrative requirement-5. 

The purpose is to allow each level of government to focus attention 

on the functions best performed at its level. In achieving this 

purpose, however, the Federal Government cannot forget that one of 

its functions is the protection of civil rights. Equal opportunity 

for minorities and women cannot be sacrificed for the sake of establish­

ing a new balance of power between governments. 

135. Pub. L. 93-380 (Aug. 21, 1974). 

136. 42 U.S.C. §370l et ~. 

137. Pub. L. 93-83 (Aug. 6, 1973) U.S. Code Cor.g. & Ad. News 228 
(1973). 



SUMMARY 

Revenue sharing in all its forms is part of an effort to shift 

decisionmaking responsibilities from the Federal to State and local 

governments. It is based on the. premise that governments closN;t to 

the people are the most responsive to the needs of the people. 

Many people concerned with the rights of minorities and women 

question this premise. Many State and local governments historically 

have denied minorities and women equal opportunity in public programs 

and have passed laws infringing upon their rigbts. Consequently, 

revenue sharing is viewed by many civil rights advocates as sympto­

matic of a declining Fede ral commitment to the principles of equal 

opportunity. 

General Revenue Sharing 

General revenue sharing, the first revenue sharing measure to 

be enacted, provides new Federal funding that may be spent at the 

almost complete discretion of State and local officials. Signed 

into law on October 20, 1972, the Revenue Sharing ActJ.38 authorizes 

more than $30 billion to be paid to States and localities during the 

5 years 1972 to 1976. 

The act prohibits discrimination on the bases of race, color, 

national origin, and sex. The Office of Revenue Sharing (ORS) in 

the Department of the Treasury is responsible for maintaining com­

pliance with this law and taking appropriate legal action when a 

recipient is found in violation of nondiscrimination provisions. ORS, 

however, has been complacent in living up to this civil rights mandate. 

Only 4 staff people are engaged full-time in civil rights compliance 

activities. Although e:~erience with other federally-assisted programs 

indicates that a system of periodic compliance reviews is essential 

if nondiscrimination provisions are to be adequ.9tely enforced, ORS 

138. 31 U.S.C. §122l ~ ~. 
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has yet to organize such an effort. To date, it has confined its 

civil rights activities almost solely to processing complaints. 

Since complaints are frequently not filed owing to fear of reprisal 

and unfamiliarity with the law and complaint procedures, among other 

reasons, thiR is a rather w~ak approach to civil rights enforcement. 

Even if the Office of Revenue Sharing were to improve its 

enforcement program, still other circumstances militate against the 

interests of minorities and women. The law lists a number of 

"priority areas" in which revenue sharing money may be spent. These 

are so inclusive that almost any expenditure may be justified. With­

in this broad range of choices, projects to which minorities, women, 

and other special interest groups attach greatest priority may not 

be funded. Nondiscrimination provisions do not require that minorities 

and women be afforded an equal voice in spending decisions. 

Initiatives to discourage irresponsible or unpopular actions on 

the part of local officials must come primarily from local residents. 

As Graham Watt, Director of ORS, has acknowledged: 

The l'1hole idea is that the mayors, the county 
councils and the goveI.noro ought to !2.e account­
able for the use of {revenue sharin&/ funds to 
their constituI~§Y and not to the bureaucracy 
in Washington. 

Several Federal categorical aid programs have stringent community 

participation requirements. With revenue sharing, however, citizens 

must exercise the initiative in seeking a truly influential role in 

the decisionmaking process. Planned and actual use reports required 

by ORS serve little useful purpose. They do not ask for information 

on the race, ethnic background, and sex of beneficiaries of programs 

or activities funded l'1ith revenue sharing money. Moreover, expendi­

tures are reported according to broad functional categories, obscuring 

the specific purposes for which the money is being spent. For example, 

139. John Wilpers, "Revenue Sharer Watt: The Administrator of a 
Dream," Government Executive, Vol. 5, March 1973, p. 22. 
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when the contents of the reports are published in the local newspaper 

in accordance with the law, citizens are not told that general revenue 

sharing money is being spent to purchase new fire engines or launch 

police recruitment programs for minorities and women, but rather that 

it is being spent generally for public safety. 

In many localities, public opinion has been solicited on proposed 

general revenue sharing expenditures at regularly scheduled or special 

hearings. However, public hearings typically come at the end of the 

budget cycle after the budget is in nearly final form. TIley do not 

provide any real opportunity for citizens to participate in the day­

to-day formulation of plans and policies that are later translated 

into dollars and cents. 

Because general revenue sharing gives State and local officials 

the responsibility for making spending decision3, the need for 

citizens to understand the budget process is vital. Effective involve­

ment in this process can be achieved only if the public extends its 

interest to all the functions and activities of government. Despite 

Federal auditing and accounting requirements, once general revenue 

sharing funds are transferred to recipient governments, they lose most 

of their identity as Federal money. In essence, they b8come pa.rt of 

the local treasury. 

Special Revenue Sharing 

Public vigilance is also important under special revenue sharing. 

Several categorical grant programs are consolidated into one program 

and, as with general revenue sharing, greater decisionmaking authority 

is shifted to State and local officials. Of four proposals for 

special revenue sharing in the areas of manpower, community develop­

ment, education, and law enforcement, the first to become law is 

manpower revenue sharing. Signed by President Nixon on December 28, 

1973, the Comprehensive Employment and Training Act (CETA)140 names 

140. Pub. L. 93-203 (Dec. 28, 1973) U.S. Code Congo & Ad. News 925 
(1973). 
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State a.nd local governments as prime sponsors of manpo't<1er 

programs. 

Discrimination on the grounds of race, color, national origin, 

sex, handicap, political affiliation, and beliefs is prohibited. 

The Department of J..abor (DOL), the administering "Federal agency, 

is responsible for enforcing civil rights compliance of State and 

local governments. In turn, States and localities must monitor 

contractors and grantees that operate their manpower programs. 

The exact nature of State and local compliance effurts, however, is 

left to the discretion of the prime sponsors. 

Some Federal control over expenditures is exercised by requiring 

prime sponsors to submit program plans to DOL before receiving funds. 

To assist it in planning and evaluation, each State and local govern­

ment must form a manpower planning council comprised of representatives 

of business, labor, education institutions, employment services, 

community-based organizations, and program participants. Minorities 

and women ar e not specifically required to be represented on thes,e 

councils. 

Prime sponsors are also expected to furnish DOL with periodic 

reports on the types of programs funded, the characteristics of pro­

gram participants, their outcomes in terms of employment and further 

training, and costs incurred. These reports, however, do not provide 

adequate information to determine whether minorities and women are 

trained for and placed in jobs comparable to those of other participants. 

Thus, discrimination may go undetected. 

Revenue sharing compels minorities and women to turn their atten­

tion to State and local governments. State and local officia1s--nQt 

Federal bureaucrats--are primarily responsible for setting spending 

priorities for this new form of Federal aid. Decisionmaking is 



88 

returned to the government closest to the people, but the responsive­

ness of State and local officials depends largely on the initiative 

of those they are supposed to serve. Revenue sharing will benefit 

minorities and women only to the extent that they are able to play 

a c"::mstant and intimate role in making policy and operating public 

programs at the State and local level. 



APPENDIX A 

Public Law 92-512 
92nd Congress, H. R. 14370 

October 20, 1972 

gn get 
To pro\'lde tlscal assistance to State and local go\'ernmellts. to authorize Federal 

collection of State Indiyldunl income taxes, and for other IltlrpOses, 

Be it enacted by the Senate and JIollse of R(!pl'(!8entative.~ of the 
United 8 tates of A 11U'1'ica in C ongl'e88 a88I'mbtecl, 

TITLE I-FISCAL ASSISTANCE TO STATE AND LOCAL 
GOVERNMENTS 

Subtitle A-Allocation and Paymellt of Funds 

S~C. 101. SHORT TITLE. 
This title may be cited as the "State and Local Fiscal Assistance Act 

of 1972". 
SEC. 102. PAYMENTS TO STATE AND LOCAL GOVERNMENTS. 

Except as otherwise provided in this title, the Secretary shall, for 
each entitlement period, pay ont of the Trust Fund tv--

(1) each State government a total amount equal to the entitle­
ment of snch State government determined under sedion 107 for 
such period, and 

(2) each unit of local gOl'ernment a, total amount equal to the 
entitlement of such unit determined uncler section 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 Ul installments, but. not 
less often than once for each quarte" and, in the case of quarters 
ending after September !i0, 1972, shall be paid not later than 5 days 
after -the close of each quarter. Such payments for any entitlement 
period may be initially made on the basis of estimates. Proper adjust­
ment shall be made lJl the amount of an'r payment 1:0 a State govern­
ment or a unit of local goyet'nment to the extent that the payments 
previously made to such government under t.his subtitle were in 
excess of or less than the amounts required to be paid. 
SEC. 103. USE OF FUNDS BY LOCAL GOVERNl'tIE~"TS FOR PRIORITY 

EXPENDITURES. 
(a) IN GENERAI,,-Funds received by units of local rrovernment 

under this sub~itle may be used ot~ly. for priori~y ex~n(fitul·es. For 
purposes of thIS title, the term "prIority expenditures" means only­

(1) ordinary and necessary maintenance and operating expellses 
for-

(.'\.) public safety (including law enforcement, fire protec­
tion, and building code enforcement), 

(B) environmental protection (including sewage disposal, 
sanitation and pollution abatement), ' 

(C) public transportation (including transit systems allll 
streets and roads), . . 

(D) health, 

F) libraries, I
E) recreation, 

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

(2) ord1l1ary and necessary capital expenditures authorized by 
law. 

(b) CERTIFICATES BY LoCAL GOVERNMENTs.-:-The Secretary is 
IHl~horized to accept a certification b},' the chief executive officer of a 
lIIut of local government that the nlllt of local government has used 
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the fUl1{ls l'l'c'('il'l'tI by it. untll'l' this suhtith' for an l'ntitll'nwnt pl'rioc1 
only 1'01' priOt'ity l'xlll'nditul'es, unll'ss hl' dl'tNminl's that snch c(,lti­
fication is not snfliciently I'l'liable to ('nabll' him to carry out his duties 
under this titlt', 
SEC. 104. PROHIBITION ON USE AS MATCHING FUNDS BY STATE OR 

LOCAL GOVERNMENTS. 
(n) Ix (h;XEH,\l,,~XO ::,>tatc g-O\'erllll1l'nt or unit of local gOY('rnIllcnt 

may usc, dil'l'etly or indirl'ctly, auy part of the funds it I'l'ceins under 
this subtitle as a contribution rot, tIll' pUl'pOSC of obtaining Federal 
f:mds ulldt'r any law of thc lTnitl'd Statl's which l't'quil'cs su('h gon~I'n-
1Ilt'llt to Ilmkl' a eontributioll in ontt'1' to I't'l'l'i I'l' FNll'!'al funds, 

(b) Ih;TF.ID(]X.lTJOxs 1\1' SIX'HET,\HY (n' TIlE THEASl'lly,-I f the SC'c-
1'et,ar), has reason to 1)('1 ip\'e that a Statp gOYl'l'I1Illl'nt ot' unit of local 
gOl'ernlllcnt has uscd funds rp(,l'il'l'd undl'I' this sllbtitll' in I'iolation of 
subsC'ction (a), hc shall gi \'l' I'('asonahlp nolic(' and opportunity for 
hcaring to such gO\'l'l'IIIllPnt, If, thl'I'ea He I" thC' SC'crdary of the Tl'cas-
1I1'y (1<'tcl'lnil1l's that su('h gOl'l'!'nIlH'nt has usC'd funds In violation of 
subsC'ction (a), Ill' shall notify such gOl'el'llment. of his dctermination 
:t1Hl shall reqUl'st rC'paYIlll'n(' to th(' rnitpd Stat('s of an amount 
l!qllal to the fllnds so USl'l1. To tlll' ('xtC'nt that su('h gOl'crnment. fails to 
repay su('h amount, tlll' S('cl'('tary shall withhold fl'om subsC'quent 
paymcnts to such gOVl'I'JlI11Cllt und('l' th's sllbtitlc :m amount C'qual to 
tlw funds so used, 

(e) IX('HEASED ST,\TE OR LOC,\l, (}on~HX)mXT RE\'EXl'E .. <;.-XO State 
go\'e['nm('nt or unit of lo('al gO\'PI'nlllPnt shall bC' dC'('C'I'I11ined to ha\'e 
1Iscd funds in yiolation of subst'ction (t1) with rl'81)('('t to any funds 
I'e(,l'il'eel for any entitll'nll'Ilt p(,l'iod to thC' C'xtPIlt that tIll' net J'l'\'C'nues 
('e('('i\'C'el by it from its own SOIlI'CC'S during su('h pC'l'iod excel'd the net 
l'l'leI1H(,S reeeind by it from its OWI1 SOUI'C(,S during tIll' onl'-Yl'ar period 
beginning .July 1. 1!J71 (01' onc-half of SH('l1 net J'e\'{~nH(,S, in the rase 
of an elltitll'llwnt period of H months), 

(d) DEPOSITS .\Xf) TR,\XSl'EHS TO (jEXEH.II, F(,~D,-.\ny amount 
repaid bv a State gOl'('J'nment 01' unit of local gO\'eI'nment. lindl'1' sub­
section (b) shall be deposited in tht' geIll')'nl fund of the Treasury, An 
al110llnt l'qual to tIl(' re .u('tion in ]layl11l'nts to any State go\'C'rnm('nt 01' 

unit. of local gO\'eJ'IlInl'llt whirh l'C'slilts fl'OI11 thl' applieation of this sec­
tion (aftC'l' a ny judicial I'PI'lCW 1111dl'l' spdion 1+:3) slla II bc tra.nsferred 
from the Trust Funcl to tlw gl'lIe!'al fund of the TrensuI'Y on the day 
on which such redu('tion be('omes final. 

(l') CERTII'H',\'!'ES 111' ~T,\TE ,\~Il Loc,\I, G()Vl~HX)[EXTs,-T}1(' Secre­
hu'y is authOl'izpd to acel'pt a (,(,I'tification by tl1(' Gon'rnor of a State 
or the ('hief executi \'(~ oiliel'r of a unit of local go\'el'llment that the 
Statc. go\'ernment 01' unit of lo('al govel'llment has not llscd any funds 
r('cei\'(~cl by it undcr this subtitle for an entitll'ment pPI'iod in "lolation 
of sub~l'ctioll (a)! unkss Ill' dptl'I'milll's that such ('C'I,tificatioll is not 
B'lfficiently relirtbll' to cnabk him to earI'Y out. his dutil'S under this 
titll', . 

SEC. 105. CREATION OF TRUST FUND; APPROPRIATIONS, 
(a) TRrsT Fuxll.-

(1) I~ GEXEHAL,-TheI'P is herd)y p ;tablishcci on the books of 
the Treasury of the United States a'tI'ust fund to be known as the 
"State a.nd Local Government Fiscal .Assist.anee Trust. Fund" 
(ref(,lTed to in this subtitle as the "Trust .J!\llld"), The Trust Fund 
shall remain available without fiscal veal' limitation and shall eon­
";5t of surh amonnts as may he appropriated to it and deposited 
in it as prol'i(lC'Cl in snbsl'('tion (b), Except'as provided in't.his title, 
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amounts iL the, Trust Fund may be used only for the payments to 
Stnte and local gOI'et'llments provided by this subtitle. 

(2) 'l'RuSTJ<]E.-The Secretary of the TrensUl'Y shall be the Reporl to 
trustee of the Trust Fund and shall report to the Congress not Congress. 
later than ~farch 1 of each year on the operation and status of the 
Trust Fund during the preceding fiscal year. 

(b) Apl'ltOPIIL\'rroNS.-
(1) IN Gl]NJ-]IIAL.-There is appropriated to the Trust Fund, out 

of amounts in the gen(,I'al fund of the Treasury attributa:hle to the 
collections of the Federal indiyidual income taxes not otherwise 
appropriated-

(A) for the period beginning .Tanuary 1, 1972, and ending 
.Tune ao, 1072, $2,GilO,OOO,OOO; 

(B) for thl' ~ri~d l~eginning .Tuly 1, 1072, and ending 
Deeem:her aI, 1912, $2,6aO,OOO,()OO; 

(0) for the period beginning January 1, 1973, and ending 
.Tune 30, 197;3, $~,087,5()(),()OO; 

(D) fOl' the fiselll )'I'at' beginning .Tuly 1, 1973, 
$6,OilO,000,OOO; 

(E) fot, the fiscal ),('at' beginning July 1, 19U, 
$G,200,OOO,(){)O; 

(F) for thl' fi,;ral )'<'nr b<'ginning .Tuly 1, 1975, 
$fi,:\ilO,OOO,OOO; and 

(G) for tll<' !)(>riocl h<,ginning .Tuly 1, 1976, and ending 
D('(,(,lllber ::11, 107G, $a,a25,DOO,000. 

(2) XOXCOXTlGrOrH flT.\Tr~S .\n.n'S'l,)[EXT A::IwrxTs.-There is 
ap), priaterl to the Tt'ust Fund, out of amounts in the general 
fUll .. of thn TI'('asury nttrihutabll' to th(' ('ollections of the F('deral 
indil'idual in('onw taxes not othet'wisl' appropriatl.'d-

(A) fot· tlw period h('ginning .Tnnuary 1. 1072, and t'nclillg 
.J l'ne aD, 107~, $~,;lf)(),O()O; 

(B) for the period b('ginning .Tuly 1, 1$)72, and ending 
D('('('ml)(>r ::11, 1072, $2,300,000; 

(C) for 01e- ~~'l'iod lJ(>ginlling .Tanuary 1, lOn, and ending 
,Tun(' 30, 19,3, $2,:\90,000; 

(D) for each of the fiscal years beginning July 1, 19i3, 
,Tuly 1, 1D7.j., and .Tuly 1, 1n75, $4,780,000; and 

(E) for the pl'riOd b('ginning July 1, 1976, and ending 
December 31, 1976, $2,390,000. 

(3) DEI'OSITs:-Arnounts appl'opriatedby paragraph (1) or (2) 
for any fiseal year or othe-r period shall be deposited in the Trust 
Fund on tIl(' later of (A) the first day of snch yl'nr or period, or 
(B) thl.' day nfter thl.' date of enaetnwnt of this Act. «') TnAxsn:ns FIIO::I[ TnrsT FrxD TO GEXEHAL FuxD.-The Secre­

t.ary shaH from time to time transfer from the Trust, Fund to the 
genet'll! fund of th(' Treasury a.ny moneys in the Trust Fund which he 
deiet'mincs will not be n('ed('d to make payments to State governments 
and units of local goyernnwnt under this subtitle. 
SEC. 106. ALLOCATION AMONG STATES. 

(a) Ix Gt:xr:IlAL.-There shall be allocated to each State for each 
entitl('ment period, out of amounts apPl'opriated under s('ction 105(b) 
(1) for that entitl('nwnt period, an amount which bears the snme ratio 
to the amollnt appropriated undl'r that section for that period as the 
amount, alloc:tble to that ~tate under subsection (b) bears to the sum 
of thn amounts allocable to all 8tates under subsection (b). 

(b) Dr:T}:n~nN.\'fION (l)' AU.OCART,E A:UOFN'l'.-
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(1) Ix HENEH.II .. -FOl' pUJ'POSl'S of subsl'dioll (a), tl1\' alllO\lllt 
a Ilo('ablp to 1\ Htatt' llndl'J' this sub,.,t'dioll foJ' any t'ntitlell1l'llt period 
,;hall be dt'tl'J'minl'd 11lldt'1' pal'np: '!1ph (~), l'XI'l'pt that sll('h amount 
,;hall be dt'tE'l'minpcl und(,I' 1ll\l'ai!l'aph (:l) if thp amount a Ilocahle 
to it IIndt'l' j)arnp:mph (:3) i:,; gl'l'at('1' than th(' Sllm of till' amount!' 
>llIo('able to it llntll'1' pal'llgl'llph (~) alld subspetioll (cl. 

(~) TllllEE 1"A("J'on 1'OIDI l'I .. I,-Fol' IJlll'pO~l'S of paragl'Hph (1), 
till' amollnt allo('nbl(' to a Htntl' lIn(\(' I' thi:,; paragraph 1'01' any 
"lltitll'llwnt ppl'iod is tlw amollilt Iyhich lwnl's tlH' SHnl(' I'ntio to 
S,i,;{1l0,O()O.lHl(l1l8--

(~\) the pOJllllatioll of thnt Htatl'. multi pli('d by thl' g'(,Il(,I'[t1 
tax l't\'OJ'l t'ndor of tllllt Htat(', multiplil'd by till' rel[ttin 
illC'onw fa('tol' of that Htatt', Ill'ars to 

(B) tIll' Sllm of the [ll'oduets dptl'l'lllinpd lIndt'I' ~mbpara· 
;rraph (~\) for all ,statl's, 

I;{) FIrE F,I('TOH I'OR)ll'L.I,-For PUI'POSl'S of pnragTa I)h (1). tIll' 
amount allo('Hble to a Htatl' unci!'!' this pamgTaph 1'01' any ('ntHIE'­
l1Jl'nt pl'l'iod is thl' amount to which that Htatl' would be l'l1titled 
if-

(~\) 1f3 of $;L;iO~).(l\)\I,CO\lI\'C'I'P alloeatl'il tlmonp: tlll' ~tl\tC's on 
till' basis of popUlation. 

(B) % of :)m.iiOO,Il\)(l,ll\lO II'l'l't' allol'atC'd among t Ill' ~tates on 
t Ill' basis of ul'banizC'd population. 

(C) % of $:LijOO.OOO,OOOI\'C'I'l' allol'atl'Cl amonp: thp HtntC's on 
the basis of population illl'PI'sel,\' 1I'1'ip:ht('d 1'01' pl'1' capita 
i Ill'OIlll' , 

(D) 1f2 of $l,HOO,OO().oool\'('I'l' aJloC'Ht('d amonp: til£' States Oil 
the basis of income tnx colleetions. and 

(E) 112 of $1.HOO,()()O,OOO II'cre alloeatpd 1l1ll01lP: tllp Statl's on 
the basis of gl'neral tax pifort. 

(c') X ()XCOXTWl"Ol·S STATES ,AD.rrsTlIfEXT.-
(1) Ix GEXERAL,-ln tldtlition to amounts nlJocat(,ll among tlll' 

~tatC's undl'!' subsection (a), there shall bl' allocated fol' l'a('11 
l'ntitleml'nt period, out of amuunts a.PlJl'opriatl'd under S('CtiOIl 

[Oil (b) (2), an additional amount to any State (.\) whose a1]o('a· 
rioll lllHIl'1' subsl'ction (b) is dl't{,l'minC'd by thl' formula sC't fOl-tlr 
ill pnl'agl'Hph (2) of that slIbsl'ction and (B) in which ciyilian 
l'llIploye('g of thl' rnitl'cl Statl's GOYl'rnmrnt I'N'C'ivl' an allolYallC'l' 
IIllder seetioll iiD-l:l of title 5. rnited States Code, 

(2) DETERlIllX.ITlOX 01' .DwrxT,-The additional amount allo­
~'nblp to any Statl' undel' this subsection fol' any C'ntitlenlPllt period 
IS an Hmount equal to a pel'cpntage of tl1(' amount allocable to that 
:-Itatl' undl'I' subsection (b) (2) for that pPl'iod whIch is trw samr 
ItS tIll' Pl'I't't'llt!lgr.' of basil' pay rl'cein.'ll by such employees sta· 
t iOlled in that State as [til allowanC'e under such sed ion 5D41. If 
the total amount apPl'opriatpcl undl'[' s('ction lOIi (b) (2) for any 
t'lltitlenwnt period is not sufficil'nt to pay in full thl' additional 
il mounts allocahll' ulldt'r this subsection for that pel'joel, the See­
I'pta!'}, shall !'l'ducl' pl'oportioIlately the amounts so alloC'ablC'. 

:-'EC. 107, ENTITLEMENTS OF STATE GOVERXMENTS, 
(a) })[HSIOX BETWEEX STAn; AND LO('.II, Gon:n:-01EXTH,-TI1l' 

Stat(' ~ol'l'l'llml'nt shall be entitled to receive one-thil'd of the amount 
a IJoeatpt! to that State for each entitll'ml'nt pl'rioll. The rcmaining 
po!'tioll of l'aeh Statp's allocation shall be allocated among the units 
of lOCH J ~orernm('nt of that State as provided in section 108, . 

(h) ~T,\Tt: :\frRT ~L\lNTAIX THAXS}'};RS TO LOGAr, GOVEHNlIIt:NTS,-
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(I) UE:'>J':H,If, ItUJ,J,:,-Thl' Plltit"ll'lIlPllt of allY ~tatl' ~O\,(,l'llllll'llt 
r(JI' allY Plltitll'llwnt 1)('1'iocl ill'~inning on 01' aftI'I' .Tllly 1. 1n7:), 
shall ill' n,dllel'cl by til(' tllliollnt (i f any) by II'hieh-

(.\) tlH' a\'('I'agl' of tlw a~Q,(TPg[lt('. amollnts transfprTl'(l by 
til<' Statp :ro\"l'I'IlIllPllt· (Ollt of its own SOIlI'(,(,S) (luring such 
pl'l'io<l and ill(' prpcl'ding l'ntitll'lDl'nt pl'rio(l to all 1I1lits of 
loc[t1 goycrnnwllt in such State, is less than, 

(B) tlw similal' ag~l'rgatl' amount fOJ' thl' Oll!'-Yl'al' ppl'iod 
l)('gilllling ,July I, 1$)71. 

For pnrpos('s of sllbparngmph (A), th(' amount of any rpduction 
in th(' ('ntitlenll'llt of a ~t[lte goYel'1lment Illl(ler this subsection 
for any entitlement period shall, for snosPl(nent entitleml'llt 
p('riods, bl' tl'pat('(; as an !\ll1ount tl'ansf('ITI'(l by the Rtate gOY('l'll­
nwnt (out of its mm SOllI'('PS) rluring f;nell ]wriml to lmits of 
loca 1 gm'(,I'nment in such State, 

(:2) .AnJ ,'!;'I')lt:XT WHr:m: ST,\TE .\~Sl')1 EH lt~:~l'\)X~mlLlTY l'OB 

t',\'mOORY OF r:XI'EXDJ'lTIlEs,-H th(' Stat(' ~O\'el'nll1l'lIt l'stablishes 
to the satisiact ion of t 11(' Se(,),l'tan' that si llCl' ,J une :~O: Uli2, it has 
lISSlllllP(l l'C'spoJlsibility fOJ' a c:ltl'gor'y of I'xpl'lHlitul'es which 
(1)('1'01'(' .Tuly 1, 1(72) was tIll' l't'spollsibility of ]ocal gon'l'Jlmellts 
locatl'tl in such State, tlll'n, under I'l'gul,atiolls pl'l's(,l'ibl'd by tIll' 
S('crl'tary, thl' aggrl'gatl' amount taken lIlto aeeoll!1t IIIHll'1' pal'lt­
graph (1) (B) shall b(' 1'C'll1ll'PII to the ('xtent that lll('l'pas('(l Statl' 
gOYl'l'nment spl'nding (out of its own sourcC's) for SIIe!: cat('gol'Y 
has l't'placC'd ('OI'I'C'sponding amounts which for' the one-year 
Pl'I'jotl beginning .Tnly 1, !fl7!, it tl'ansfl'l'l'('(1 to IInits of io('al 
gOl·et'llment. 

(:~) .\.DJt'I"I')[EXT "'IlEIlE :'>EW T,IX1X(; POWEll;; .\Ilt: COXVElmt:n 

('POX J.O(',IL OOYEIlX:lIEXTH,-lf a Statt' (,stablishes to till' satisfac­
tion of the Secretary that sinc(' .JlI1lP ~O. U172, 0111' or more ullits of 
lo['a] gOYl?I'n!11t'nt wlthin such State hun' had conf(,lTPd upon thelll 
lH'\y taxillg authority. t!lPII. un<i('l' I'('g\l~ation" prl'sc'l'ibed by tlll' 
~('rl'l'taI'Y, tit!' aggl'l'gatp amollnt taken mto account \UHle)' pam­
g'l'aph (1) (H) shall lit' 1'('(lu('t'l1 to tlw extent of tIll' larger' 01'-

(.\.) an amount equal to the amount of the taxes collpctl'd 
by r('ason of th(' ('xerci~l' of su('h np\\, taxing Hllthority hy 
such local go\'C'rnments, or 

(B) an amollnt ('qual to thl' amollnt of the loss of !'l'\'enue 
to tll(' State by I'eason of SU('ll new taxing authority heing 
['oni'enecl on sllch lornl governments, 

~o amo\lnt shall Ill' tnkf.'n into ('onsic1eration under ~ubparagraph 
(.\.) if stlrh llP\\' tnxing' authol'ity is a.n inr(,Pllsl', in the authOl'ized 
!'atp of tax Ulull'[' a lll'eyiollsl~' authorized kind of tax. unless the 
Statp is cll'tl'r'millNI hy till' Sp(,(,ptarv to hfWP clpc(,l'asrd it rplat.pcl 
Stat(' tax, ' , 

(J) SI'~:('l,\I, In-I,E ]<,OH l'ERWIl m:mXXTXG .1('],1' 1, 1!!7,~,-In the 
CtlSI' of till' I'ntitlpllwnt pl'l'iorl bpginning .July 1. H17:{, the p1'eced· 
ing pntitl(,l1ll'nt pl'riorl for' p"rpos('s of pHl'ag-raph (1) (.\.) shall 
1)(' treat('{l as lwing th(' Oll(,-YPH(, p('l'iocl b('ginning .Tuly 1, H)72, 

(is) SI'E(,I.\l, Hn,}: FOR 1'};H1()l) nWlI:Nxrxo ,n"I,), 1, 1!!71l.-In thp, 
('ns(' of tjrp (,IItitleml'nt lw('io(] brginning .July 1. H17(i, and pnding 
J)e('l'mlwl' :)1, 1n7!). th(' aggregate amount. taken into It('Cotmt nn­
(ll'1' pa1'agmph (1) (. \.) for the pl'c(,Nling entitlpmpll t ])('l'io<l and 
t,he aggregate amount taken into Il('count und('r para

t 
,.lph (1) 

(B) shall bl' onl'-half of tIl(' amounts which (hilt for this para­
graph) would he taken into a('count. 

86 STAT. 923 
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(H) l\EIllTT\():'\ IX EXTlTLE)[E:'\T,-If t he Secretary h<l'::i l'paSOI1 
to belir\"!' that pHl'ngraph (1) requir<"S n l'ecluetion ill the entitlp· 
IIlPnt of any SI'atl' gOI'l'l'l1ment for allY l'nt-itll'lI1l'nt pl'I'io(l, 11<' shall 
giye reasollabll' notive and opportunity 1'01' helu'ing to the State, If. 
thereaftt'l', hl' cll'tl'l'lllinl's that paragl'l1ph (1) I'l'quil'l's thl' I'l'!lne­
tion of such entitll'llll'llt, Ill' shall also <il'termim' the nlllount of 
:ml'h I'l'ductioll and shall noti f\' / hl' (iol'erIlOl' of such State of 
:meh cll'tl'l'minatiolls alld shall "'1Ihhol<1 fl'om Hubsl'qul'nt )H1YIlH.'llts 
to StH'h Stntl' gO\'l'l'lll11l'nt ullch'l' thiH subtitle an amount Nlual 
to sueh I'eclnetion, 

(7) TIl,\SIWEn 'I'll (:I>x:m,\I, \o'l':'\D,-.\n amount l'qual to thl' 
l'l'Clul'tion in the (,ntitkment of any St,ttl' gO\'L'I'nment whieh 
1'l'SUItS hom tIll' applil'ation of this subsection (aftl:'l' any judicial 
I'e\'ie\\' nndl'r sedion ].j.;~) shall lll'tl':l1,,,fe1'l'l'll from the 'I'mst 
Fund to thl:' gelll'ral fund of thp Trl'asul',Y on the dil,)' on whiC'h 
s\1t'h reduction becoJ1)Ps linal. 

SEC. lOS, ENTITLE:\IENTS OF LOCAL GOVERNMENTS, 
(a) .\u,()(',\TTOX A)[()NG Cor:l'!'l'Y .\HE.\H,-'I'hl' amount to be aHo­

,'atl:'d to till' units of loeal gO\'('l'llIlH'nt within n i4tatl' fol' Hny l'llt.itlp· 
IIlPllt period shall be allo('alpcI amollg the l'ollnty al'l'as 10l'atl'c1 ill thnt 
:-;tate so that l'neh eounty arl'a will I'('('ei\'(' an amount \\'hil'h bears tIl(' 
"Hille ratio to the total amollnt to he allo('atl'Cl to the units of locnl 
:.!(J\'pl'll111ent within that Statl' as-
, (1) tl1{' population of that count,\' al'('a, Jl1l1ltiplil'cl by tIll' 

g('nPI'al tax l'f1'ol't factOl' of that county al'l'a, multiplil'd by ilw 
1'l'latil'P ineonw faC'tor 01' that ('ounty arl'a, beal's to 

(:2) tlll' sum of the produet:; ci('tl'l'minl'd lIndl't' paragl'aph (]) 
fol' all eounty HI'l'aS \\'ithin that State, 

(b) ,,\UD(',\TIOX TO ('m'NTY (JOI'}:IlX)IENTS, ~1t'x ll'II',\1,IT1ER, Towx· 
~1J[rs, ETl',-

, (1) ('orXTY (;()\'EHN ~msTs,-The count;y gO\'l'l'llment shall bl' 
nllocated that portion of the amount alloeatec1 to the C'ounty area 
fol' the entitlement period 1l1lCh'1' snbs('etion (a) which b('ars tl1{' 
samo ratio to such amount a:-l the aelju:-l/('{I taxl'S of tlH' rounty 
gO\'Pl'llJl1l'llt Iwat' 10 the adjusted ~axt's of thl' rOllnty gO\'Pl'I1l11l'nt 
;\1)(1 all oth"t' units of lo('al gO\'el'llnwllt loratpel in the C'ounty al'pa, 

(:2) OTlIEH l'NlTS ()[O' L()(',\L (:oYlmx)mxT,-Tlw amollnt l'pmain­
ing fol' allo('ation within a ('oullty :tl'l'n nltl'I' tIl(' applicatioll of 
paragraph (1) shall bp :tllo('atl'(1 lllllOIlf!; tIll' IInits of 10C'al go\'­
l'l'lllllent (other thall thl' C'ounty gO\'(:'l'Illlll'nt anel othl'l' than to\\'n­
:;hip gOI'PI'nllll'nts) lo('atpel ill that county at'pa so that ('ach unit 
I)f loeal f!;O\'Pl'llllll'nt will l'l'<'l'i\'l' an amount whiC'h hl'al's tIl(> S:llIll' 

mtio to the total amount to bl' al1o('lltl'd to all such units as-
(.\) tll(' pOJlulation of that lo('al gO\'l'rnllll'nt, multiplied hy 

tIll' gl'nl'ral tax l'll'ort fa('tor or that loml gO\'Pl'I1IlWnt, multi­
plied h)' tlll' I'elati \'t' incollll' heto!' of that local gorl'l'nllll'nt, 
b('lU'S to 

(H) tIll' sum of tht' pt'odnets dptet'lIIinl'<i undet' subpara­
g'l'llph (.\.) for all such units, 

(;1) 'I'OWNSlIll' GOn:RX)[EXTH,-lf tlll' C'ounty lll'l'a includes Oll(' 
Ill' IllOt't' township /l."m'l'rmlll'nts, thl'n 1)['J'01'C' appl)'ing pamgraph 
(2)-

(.\) tlll'rp shall 1)(' spt asidl' for al1oelltioll under subpara­
g-raph (B) to suC'h towl1ship gO\'C'l'nmC'nts that ]>OI1:ion of the 
:1I110unt a1loeated to the ('ounty arl'a for the entitlement 
period which lwars the same ratio to sneh amoullt as the sum 
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of the adjusted taxes of all sueh township gOI'ernments \)(>ars 
to tIl(> aggregate adjusted taxes of the county go\'el'l1meJlt, 
such township ,govel'llments, and all otlwr units of local gov­
l'l'I1lllC'nt located in the ('ounty arC'a, and 

(B) that portirn of each amount set tl.side undl'l' subpara­
graph (A) shall 1)(' allocated to rach to,mship go\'rl'llment 
on the sallie basis as amounts are alloclttl'd to units of local 
gOl'el'llIllPnt under paragraph {:2}, 

If this IHlragraph appli('s with rpspl'ct to any connty llrra for any 
rntitll'III('nt prriod, Ihr J'l'IIHtining portion itlloca.t.rci under para­
gmph (2) to till' units of I,)('al gOI'(,I'IlIl1l'nt 10l'atrd in the ('ounty 
at'ea (othrt' than til(' coun,ty gO\'(,I'nlll('nt and tIll' township gOI'el'l1-
Illl'nts) shall br Ilppropl'latply I'('(iucl'd to rrfiect the amounts srt 
asidrllndpl'sui>pal'llgraph (A.), 

(4) INDIAN 'I'RfBES .IND Ar,AsIcIX X.ITII'E I'lLLAGES,-If within a, 
county li,rra tll(,l'e is an Indian tril>p 01' ,\Iaskan natil'e village 
which has a I'!'cogniz('d gOI'('rning hody which Pl'rfOI'IIIS substan­
tial gO\'l':'nI1H'lltal fllllctions. t1lPn 1)('1'orp applying pal'llgl'ltph (1) 
thl'I'P shall \)(' allocatpd to such tribe 01' \'illagl' a portion of the 
amount allocatC'd to thl' COUllty al'('a fot' tile entitlenlPllt prriod 
whirh Iwars till' sltnw ratio to surh amount as tlw population of 
that tl'ihr 01' villagE' within that COUllty al'pa bears to the popula­
tioll of that COllllty an'a, If this paragraph applies with rE'spect 
to lUI)' COUllty area fOl' allY entitll'Illl'llt pl'l'iod. thr amount to be 
alloellt'pd ullcil'l' paragraph (1) shall hp aPPl'olll'iatply I'pdured 
to rdll'ct til(' amollnt alloratrd 11 llcil' I' thl' prC'(,l'ding sentl.'ller. If 
till' pntitlrnwnt of any such trilw 01' I'illagp is wail'rci for any 
pntitll'nll'nt [ll'riod hy til(> gOl'Pl'llillg bod" of that trihe or village, 
thl'n thl' jlrovisious of this paragraph shall not apply with 1'rspl'ct 
to the amount of sueh l'ntitll'nl('nt for such period, 

(:i) Ht'LE FOH H)[ALL rX[TH 01' (Hln:HX)n:KT,-If th~ Secretary 
cil'tl'l'lllinC's that in any ('oullty area tlw data al'ailablC' for any 
l'lltith'nwllt ]ll'riocl art' not acll'<]uatp fOI' tllP application ()f thr 
fOl'lllulas Sl't forth in pamgl'a[lhs (:2) and (:3) (B) with l'C'spect to 
units of local ,L!OI'l'rllllH'nt (othl'l' than a county go\'el'nment) with 
a population lil'low a llUlllbl'l' (not morp than ;,)(}O) prescribed for 
that cOllnty arl'a by thr Seel'l'tary, he Illay apply pltmgraph (2) 
or (a) (H) by allomtillg' fOl' sHrh ('ntitlement ppriod to ('ach such 
unit locat('d in that (', .• 'nt\' lll'pa an amount which hl'ars thp same 
ratio to thl' total amount to bl' allocatpd unc\l'l' paragmph (2) 
or (;~) (B) 1'01' such pntitlpl1lpnt l)Pl'iod as the population of such 
lInit hl'lll'S to thp population of all units of local govel'llment ill 
that ('oullty urC'lI to which allocutiolls are Illach, uncil'l' such para­
g'1'll[lh, If thr pl'('crciing s<'ntpncC' applirs with respect to any 
coullty area. thl' total amollnt to hl' allocatl'cl undl'r pamgraph 
(2) or (;~) (B) to othl'r Ilnits of local governmC'nt in that coullty 
IIrl'lI 1'01' tIl!' C'ntith'nwnt period shall 1)(' appl'OpriatC'ly reclucrd 
to rl'fll'ct tIll' alllounts allocah'd llIHlpl' t,lw prC'c('(iing sC'ntC'nce. 

(Ii) EXTI'I'LE)[gN'I',-
(A) IN m:xEIlAL,-Except as otlll'l'\\'ise prol'ided in this 

paI'llgl'aph, tIll' entitlplll!'nt of any unit of 10Nl government for 
any entitlrlllPnt ppl'iod shall be till' amount allocated to such 
lInit lIndC'I' tltis subsect;r)Jl (dt?I' taking into account any 
a ppl icablr mOli i tiration undel' S\l bsection (c)). 

(R) ~fAXIll{Ull[ AND lIflN)lIfr~[ l'~:R ('API'!'A EN'l'l'!'LElIIEN'I'.­

Sui>jl'ct to the provisions of subpal'llgmphs (C) n,nd (D), tll(' 
pel' ('apitll amount alloratrd to any ('ounty aJ'l'lt Ol any ~lIli.t of 
loralgOl'C'I'nl1ll'nt (olhC'r than a ronnty gOl'C'rllmpnt) Wlthlll a 
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Stat(' I1lHh'I' this sl,etioll for nllY ('l1titl('nll'llt pl'l'iod sha.llnot 
be 1('85 thall ~O pPI'C'('nt, 1l01' mol'(, than 1·1;1 PCI'Cl'llt, of two­
tllil'(ls of th(' all\ount allocatl'(l to th(' Statl' Illldl'l' spction106, 
divided by tlm populntion of that Statl', 

(C) Luu'I',\'l'Hlx,-Thl' alHOl1nt allocatl'd to ally unit of 
lo('a 1 gO\'PI'IlIl\Pllt ul\(ll'l' this SN't ion fOl' allY l'utitlement period 
sha lino! l'xl'l'l'd ;iO PCI'(,l'llt of th(' SUIll of (i) slich gOY<'rnmellt's 
adj lIste(l tans, and (i i) tho illtrl'gO\'et'nllll'lItal transfel's of 
1'('\'('11\1(', to s\\ch gO\'Pl'llll\PIlt. (otlll'1' than tt'flllsf('l's to slich 
go\'el'nll\pnt I1ndl'r this subtitll'), 

(D) EX'l'I'l'LE~mXT LESS 'I'II,\X ,~~oo, (Ill (;On:I\XIXG BOny 

W,\ln:s EX'l'l'l'LE,\IEX'I',-lf (but. £01' this subparagraph) thc 
I'lltitlcn1l'nt oj' an\' unit of loral gO\'prlllllPllt bl'low the Ip\'('l of 
the ('Ol1nty <Yo\'el'lilllC'llt- ' 

(i) \~o\lld L' )Pss than $2()(} 1'01' any l'lltitll'll1l'llt pl'l'iod 
{$IOO -rot' an l'ntitlpllll'llt Ill, i[)(l of (i months), 01' 

(!i) is \\'!Iind 1'01' H!ly l'lltitlpll\Pllt pl'l'i(](l hy tll(' go\'-
(,l'llIng bo(ly of such Ulllt, 

tlll'n tlll' amoullt of such PlltitlplllPllt for such 1ll't'i()(l shall (in 
lil'l1 of bl'illg paid to su('ll ullit) b(' \\(ld('(l to, 1!l1l1 shall be­
C'Olll(, a part of. th(' ('lltitlpm('nt fol' slle'll ]lPl'iml of the: C,H1llty 
,!2;O\'l'l'lll1lellt of the county al'l'a in which snrh lIllit is 10cate<1, 

(,') .\Il,Jl'ST~mXT OF gX'l'['I'I;g~mXT,-
(.\) Ix C1EXER,\T,,-In adjllsting th(' allt)('lttiOll or allY (,OUllty 

al'f'a or unit of lo('al 12:0\'Pl'IlIllPnt, thp ~l'('rptal'Y ~hH 11 Illllk(' allY 
adjustment l'equil'e:(l lllldC' I' paragl'flph ((i) (Hi [irst, Imy adust­
Ilwnt l'e:quirpd \IJHlel' plll'agmph (G) (e) IlPxt, flB(l any adjustnwnt 
l'cqui l'cd tlllde:l' paragl'l1 ph ((j) (n) hll,t. 

(B) .\IlJt's'l')n;x'l' l'(lR ,\I'I'I.](,,\'I'IOX (Jlo' ::IL\XD[t')! (II! ~\[lxurc'[ 
PER (',\1'1'1',\ EXT1'l'LDIEX'l',-T1IP Sprl'e:tal'\' shall a(ljnst thp allora­
tions Illade lllHll'l' this spdion to (,Ollnty an'as 01' to ullits of lo('al 
g'oWl'lll1lellts in any ~tate: in o}'clel' to ill'ing thosp a llo('ntions into 
('omplinnrp with th" pl'o\'i~ions of paragl'llph (Ii) (B), In making 
such adjustments hC' shall Illakr all\, ll('cp~sar\' adjl1~tlll('nts with 
rp,sl)l'l't to c'ollnty !lI'PltS \wfo}'p llmkiilg any Jl('c'pssai'Y adjl1stllH'llts 
\\,ith l'cspect to Ul1Its of lo('al gO\'C'I'IlIll('nt. 

(e) ,.\n,n'ST::IIEXT FOR ,\PPLH',\'I'IOX OF Lnfl'l',\'l'IOX,-]n :lny (':tse 
in which the amollnt alloratNl to a ullit of loeal gO\'C'l'nmPllt is l'P­
dl1(,(,cl under paragraph (tl) (el hy th(' SCC}'phll:j', Ole: amount of 
that I'cduction-

(i) ill the case of It ullit of 10rall!oYP}'IlIllC'nt (oth('1' than H 
(~Otlllty goycrnment), shall bl'. added to an(1 ilH'l'pas(' the 
allocation of thc COUllty gO\'cI'l1trll'nt 01' tll(' rOllnty fll'C'fI ill 
whieh it is located, lInless (on aeCOl1llt of t.llp application of 
paragraph (6)) that ('OI1llt\' gO\'(,l'I1l1wnt lllay ]]ot }'N'C'i\'e it, 
in which case the mnonnt of t1l(' l'Nluetion slla11 bp adcll'd to 
and increase th(' nntitlt'nH'nt of the Stat(' gO\'C'l'nnwnt of the 
State in \\'hich that unit of 10('01 gO\'(,l'nm('nt is lo('atNl; and 

(ii) in the case of it county gOYC'l'Ill1wnt, slHtll be addpd to 
and increase thc lmtitlem('nt of tl1{' StntC' gO\'C'l'nmC'llt of the 
~tate in whirh it is located, 

((') Srr:crALALLoCATION RCLES,-
(1) OPTIONAL FOR1tlULA,-A Statl' llllly by la,,' provide for the 

allocation of funds among county ar('as, OJ: amoH/! units of local 
govcrnment (other than county gOYC'1'l1m('nts), on the hasis of thl' 
popUlation multiplied by tll(' g('Jt('l'ill tax ('fl'ort -factors of sneh 
Hreas or nnits of loml gonrntrl(,llt, on tll(' basis of the pOPlllntion 



97 

October 20, 1972 Pub. Law 92-512 

ll1ultiplipd hy thl' I'p1!ltil'P ill('OIlH' J'at'tors oj' such al'pas or units 
of 10m] g(l\'Pl'nlTIPllt, 01' 011 tile basis of a combination of thoSG 
two fartors. Any Statp \I'll irh pWl'itl('s b) la I\' for such a variation 
in till' allocation fOl'Dlula pl"Ol'id('d by subsection (a'), or by para­
graphs (~) and (:l) of slllnwrtion (b), shall notify th(' Secl'('tary 
of sueh law not later than 80 days beforp the bpginning of the fil'st 
l'lltitll'ment period to which Hll('h law is to apply, .\ny surh law 
shall-

(A) pl'Ovide 1'01' allocating ]O() pr;r('ent. of t.he ag-gr'Gg-ate 
amol1nt, 1'0 IX' a.ll(){'}ltNI lll1<I('1' suiJSl'('tlOn (a) ,or Un(1t'l' para­
graphs (~) and (:3) ofsnl>sedioll (b): 

(B) apply uniformly throughout till' State; an{1 
(e') apply {luring' tlip ])(,l'iod bpgillning- 011 thl' fil'::;t day of 

thp. first. l'ntitlenH'nt llt'riod to whirh it applies and encling 
on l'}(>('Plnl)('I' :31, W71i, 

(2) C~:nTIFJ("\'I'rox,-Pitragl'a]>h (1) shall apply wit.hin a Stat(l 
Oldy if the Spcretal'Y {wrtifips that thp Statl' law ('oDlplies with 
thp I'pquirPIlIPnls of SI\('h paragraph, 'fhp Sp('l'e;t.ary flhall not 
certify any sneh law with rl'sl){'<'t. to whi('11 Ill' l'C'('C'ivps notifica­
tion IMpl' than :~() day:> priot' to thl' fil'~. rntitlelllPnt. 1)(,110d dur­
inA' ",hieh it is t.o apply, 

(el) (T()n:nx~n:xT,II, Ih:FIXfTIOXS .\XlJ Ih:L.\TED Hrr.FA~,-FoJ' pur­
po:::es of this titll'-

(1) l~xrrs OP L{)(',\I, (1o\'Enx)n:xT,-The tPl'lll "ullit of lo('al go'\'­
crllll1C'nt" Illl'ans tlll' gm'Pl'nl11pnt of a ('ollnty, nl11ni('ipality, t()wn­
ship, 01' otlH'r unit of gOl'pt'nlllpnt IX'low tIll' StMp ",Ili{'h 1S:1 unit 
of gpnpl'nl g-OI'Pl'lIl\lpnt ({It'tpl'rnillP{l on the basis of thp same prin­
eip]ps as at'p uspd by thp 13UI'PHII of tlll' ('pnslls fot' g-eneral statis­
tical purl){}ses), Such tpl'lll also Illpans, pxcppt for' purpm.;es of 
]HtI'ag-rap IS (1), (~), (:3), (5), (0) (e), [mel (6) (D) of ~ubser­
lion (1)), and, C'X('ppt for p\ll'pOSP~ of subsP('tion ('), the 1'C'l'og­
nizpd gowl'ning hody of all Indian trillp 01'.\ lnsknn nati \'(' l'i!1age 
I\'hirh PPl'fOJ'lllS suhstantia I gOl'ernll1Plltal fllllrtions, 

(~) CEHT,IIX ,\H~:,\S THE,ITED I,~ {'oexTH;s,--In any St.ate in 
whi('h IUlY IInil of lo('al gOl'PI'l\IllPnt (othpr than a rO\lllt~' g-OI'Pl'Il­
ment) constitutes the next lpwl oJ gOn'l'llnH'nt Iwlow thp St.ate 
gOl'prnll1pnl' Ip,,<,1. thl'll, excppt as proyidpr1 in thC' next spnlenrC', 
thp gl'ogl'aphic Hl'plt of suell unit of gOI'Pl'llIllpnt shall be t.reated 
liS a ('ollnty area (an(l su('h IInit of g-onrnnH'nt "hall 1)('. t.rrn.jpd as 
II rOllntr gO\'Pl'llIllPIlt) with I'Psppd to that. port.iol\ of the Stat~'s 
gpogTn.phir :1I'pl1. III :1n,\' Stlttp in I\'hieh nllY county arpa, is not 
gOI"l'I'ned by a {'Ollllty gOI'pl'nment' hnt ('ontnills tl\'O 01' 1ll0l~, units 
of local gOI'('I'IIIl1l'llt, sllch nllit~ shall !lot be trpatp(l as eOllllty 
gO\'pl'lInw.nts all{l the W'ogl'lIphie areas of slIch IInits shal1 not be 
trl'atpcl as COIlllty an'as, 

(:l) TOI\'xSlIll's,-TllP tl'I'1ll "l'ownship" includes l'<]lIi\'ah·nt. 
subel i I'isiolls of gOI'C'I'I\Illl'nt hu I'ing di H'el'l'nt (ksignatiolls (slI('1I 
llS "tOll'ns"), alld shall bp <lptl'l'lllille(l on thp basis of t]1(' samp. 
pl'in('iplps ns al'P IISP<I by the BIII'l'all of the Censlls for !!pnpral 
statistiral pUl'poses, 

(.j.) 1·:O\1TS OF LOC,II, oun:IlX.IIEXT W('ATEIl IX L.\lWEIt }:NTl'l'y,-A 

unit, of ]ora.] W)I'pt'llll1Pnt, shall be t.reated as located in a larger 
ent!ty if part or all of its ,geogl'llphie area is locatcd in t.he larger 
{,Ilt.lty, 

(;») OXJ.Y 1',\1:'1' OF ,·XTT W(,,\TI':n IX L.\nnEll F.XTl'l'y,-lf on I)' part 
of It IInit of local ,gOI'C'I'llIl1Pnt is lorl1h,d in a larger C'lltit.y, sur]} 
part shall br tI'Pf[lp{1 for nlloration Plll'llOS(,S as 11. spparate 'unit, of 
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loelll g-OI'l'I'lInH'nt. and all computatioll!:' shull, ex('ept tl!:' ot,hel'\l'ise 
lll'o\'ided in I'Pgulations, be madn on the bnsis of the I'utio which 
the estimated population of slIch part bl'al's to tl\(' population of 
tht, t'ntil'rtv of sllch IIllit. 

((]) Bm:ND,\IlY ('IL'.Nm;S, (lon:HN)n:NT,\L IlEOIU1.\NIZ,\TION, t:T(,,­
[I', hI' 1'(':\80n of boundary line changt's, b-, reason of Stnt(> statu­
tOI'\, '01' cOllstitutiona I ehlinge:-;. by reason i)f annt'xations 01' otll('l' 
u:ovl'l'I1mentltl rt'ol'g-anizations, 01' by l'l'aSOll of ot.her cil'cum­
stances, t,he applieation of any prol'ision of this seetioll to units of 
local go\'t'l'Illllent d(ws not. ca;'I',\' out the purposes of t.his subtit.le, 
the, application of slIeh pl'Orision shall be made, Hndel' reg-ulations 
prescl'ib<'l1 by till' St'(,l'etal')" in a 1l111IllJe(' which is consistent, with 
su('h purposes, 

i5EC. 109, DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF' 
ALLOCATION FORMULAS, 

(a.) IN Ch:NEIlAL,-For purposes of this ~;ubtitle>-
(1) POl'l'l.\TlON.-Populll,tio!1 shall be detcrmined on the same 

bllsis as ('esident population is detel'mined by the Bureau of t.he 
('pnslls for genel'lll statisti('al pHrpoS<'s, 

(2) rllll.\NIZt:.D I'OI'l'I,,\TlOX ,-l' I'banized population III cans 
tlH' population ,of allY area. l'ol\sist.!ng of U cl'ntl':1i city 01' cities of 
,')0,000 01' mol'C' llllmbltants (and of the sUlTOUlHlll1g clloS("y settled 
tPITitol'Y for such city 01' eities) which is tl'('ated us Rn mbunized 
Hrea by thC' BUl'eun of the Census fol' general statistieal pUl'poses, 

(a) INcOlIn;,-Incollw me~UlS total monC'y income l'cce,ived from 
H II sources, as detel'lllint'd by th(' BUI'ean of the Census fOl' general 
:;tatistical pUl'poses, 

(+) P}:nS()XAL IN('()~rE,-Pe,rsonal inl'ome, means t.he inCJ)me of 
individuals. as de>tt'l'l1lined by tlw. D('pfutlll!'nt of COllunerce for 
national inCOIlll' accounts purposes, 

(5) DATES 1"OH DE'j'EHlI[lNING ALLO(,,\TIONS AND ENTl'I'LE­
mjN'l's,-Except, as provided in I'e'!ulations, tlIP uetel1ninatioll of 
allocations and entitll'nwnts for allY l'ntitlellwnt period shall be 
made as of the first day of the> t.hil'd month imml'diately pl'l'cedin~ 
tl1l' beginning of such pt'!'iod, 

(ti) IN'l'ERU()VERNMtjN'l'AI, THANSt'EHS,-TIll' intel'g'ovel'nmPlltal 
tmnsfel's of l'(wel1lW to any govel'lUllPnt art' tIll' amounts of l't'vP,nup 
I'l'{'t'ivrd by that gO\'pI'llIllPnt fl'om othpr govPl'nnwnts as a, share, in 
financing (ol'as l'I'imbul'sement for) til('. pCI'fOl1nance, of govem­
lllentni functiolls, as dl'termined by the BIlI'C'tlu of thl' ('pnslls for 
~('nC'l'ttl statistical pUl'pOseS, 

(7) DATA (,St:.D; t:NlFOR)[[TY Ot' (M'I'.\,-
(.A) Ch:NEIl.\L Hcu:,-Ex('ept as pl'o\'idpdin suhplll'llgraph 

(H), thC' data Ils('d shall bl' Ow most rect'ntly available dab~ 
pl'ovide.d by till' Bureau of thl' ('C'nslls 01' the DppaltnlPnt of 
('ommel'ce, as the rase mlty bp, 

(B) l-St: OF t:S'I'llIL\Tt:S, t:n:,--\Vhpl'p tlll' SeCl'ptlll'Y dpt('r­
:nim's thltt till' data r('fe>I'I'l'd to in sui.>pllI'ag-mph (~\) al'p not 
('url'pnt l'nough 01' 11I'P not compl'phl'nsi vt' enough to provid(' 
fOl' equita.bll' allocutions. Ill' Illay liSP such addit.ional da,tll 
(including datil basl'd on rstilllllh'~) as may be prodded 1'01' 

in I'l'g'ulations, 
(h) b;('mn: T,\x .\lIIOl'N'J' nt' ~'J'ATt::-;,-Fol' IHlI'I)()SI'S of this sub­

titlt>-
(1) Ix <lENEIUL,-Tlw incolllI' tax 1I1l101l1lt. of any Stat<· fOl' !lily 

I'lltitlpment pt'I'iod is till' in('ollw tax a1l10\11lt of ~m('h ~tllt<'IIS dptel'­
llIilll'd undl'l' PIIl'Hl!l'Hphs (2) lind (i3), 
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(~) lx('mn: '1'.\ X .\~r()\'l\'I'.~--TIll' jll('OIlIl' t.~., 1I1110UlIt of lillY ~tntl' 
fOI" nlly l'lItith'IIIl'llt [H'l"iod is Iii lll'I'('Pllt of tIll' Iwt nlllollilt ('olll'l'tl'd 
fl"olll till' ~ttltp illdil'idllnl ill('Ollll' tax of snell ~tHte <111l'ing-ln7~ 01' 

(if ]at.PI'l dUl"illg' tlw last· cakndlll' Y(,IU' l'IHling- hdol'p tlw l)('g-in­
nillg' of slH'h l'lltitll'llH'llt- l)(,J'iod, 

(:n CEI],]X(J .IXIl FLOOH,-T}w illl'OIlH' tnx amount of allY Statl' 
fOl' an;Vl'ntitlpll1Pllt pl't'iod-

(.\.) Hhallnot. ('x('pp<1 Ii ppJ'('pnt, IUlll 
(B) Hhall not. he, .less than l])('I'(,l'11(. 

of till' Fpdl'ral indh'irlllal in('oll1(, tax liahilitil's att.l'ilmtl'(1 to such 
Statl' fot' taxabl(' ,real'S P11ding- lluring' 1071 or (if lat-pr) dUl"ing 
the last cah'lulal' yt'lll' ('llding' 1)('£OI'p tlw IH'l!illllillg' of Hw'h l'lltitll'­
JIll'llt lll'J'iod, 

(·1,) ST,\TI'; 1XI)]\'IIW,\T, Tx('(}~m TAX,-T}\(' illdi l'illu:tl i IH'OIlI(, t.ax 
of lilly ~tlltl' is till' tllX il"po~l'd IIJlOIl tlt(' ilH'OIl/(' of' illllil'iduals by 
SIll'II ~tatl' Illld dl'Sl'l"il)('d Il~ Il ~tlltl' illl'OIlt(' tllX lIlldl'l' Sl'l'tioll 

86 STAT, 929 

WI (al (:)) of' till' Intl'I'mtl HL'I'L'Il11l' (,Odl' or In;d,, 78 Stat. 40. 
(;) 1 FI':IlEIl.II, I X 1)]\ IIll',II. IXI'''~rE 'I'.\X LI.II\Ir.ITlJo:~,~-' Fl,dl'I'I\} illdi- 26 tTSC 164, 

\'idnnl illl'Ollll' t':IX lillbilitiL'S IIttl'illlltl'd to Illl,\' ~tlltl' 1'01" any perilld 
shall bll Ill'tl'1'l1lillL'll on tlI(' ~allll' Il!l~i~:l~ ",w'II liabilitit's 11I'l' ddl'l'-
milll'll fOI'~I\('h jll'I'iod Ill' tIll' Intl't'llal Hl'I'l'I11H' ~l'I'\'icl' fm'l!l'IlPI':lI 
stl\tist'i('al [lIlI'pOSl':4, ' 

(I') (l/,::>I-:H,\/,T.\x EI'I'OH'I'I)}o'~T,\TI':S,--
(1) Ix m;:\I';H,ll.,·- 1<'01' PIlI'pO!'I'~of'thi~sllbtitll'~-'-

(.\) U/,::\EILII, T,\:\. EI'FOH'l' F.\I'TIIH .. -,~TIH' g't'llPI'ltI tax l'lrod 
I'adol' of all,l' ::-itntl' rOl' ally I'lltitll'llll'llt ppl'imi is ti) thl' lll't' 
1lll1OIlnt l'OIlI'I't'l'll fl'Oll1 till' ~(atl' Illld 11WI\I tl1XI'S of sllI'h ::-itatl' 
dlll'ill!! till' most 1'1'('1'1lI' 1'1'Illll'I illl! Yl'al'. dil'idl'll by (ii) tl1l' 
Il lfff /'l''''n(l' PI'l'Sollltl iUl'Ollll' (as llt'li11l'd ill IH11'a tr l'Ilph (-1) of 
s~{;'~1'11ioll (a) ) attl'i1l1ltl'd to ~\lelt ~tatl' fo]' 1 hl'~<;nll/(' pl'l'iod, 

(B) (TI'::\EH,\l. 'I'.\X EFI'IIH'I' .uwl':\'l'.--TllI' I1:t'l1pl'al tllX ('t1'Ol't 
I11lH1I1I1t of 1ll1\' ~tat(' 1'01' all\' pllt'itll'IlH'llt Ill'l:iod i~ 1 I/l' :UIlO\lllt 
Ill'tl'I'milll'li b~' Illllltiplyillg:~-

(i) till' nl't HmO\lllt ('olll'l'tt'll fl'OIn till' ~tHtl' l111l1 100'al 
taxI's 01' SIWIt ~,tlttp <llII'illl1: till' "IO:-;t l'pI'pllt I'l'pol'ting' Y('IU', 

1>\' 
, (ii) tltl' (!I'Ill'I'111 tllX plro/'t fal't'ol' Ill' that ::-it Il 1 1', 

l ~) ST.ITE .\:\/\ J.I;I',\/, 'I',\XES,---
(.\) T.\XES 'I',\K1-:,\ 1:\'1'0 .\I·('III'."'I',-~' TIH' ~tatl' a1l11 IOl'al 

taxI'S takPn illto IlI'l'O!lIlt Ullelpl' IHII'H!!l'Ilph (1) IlI't' [hI' 1'0111-
pHI:-;!)I',I' 1'0111 l'il)\\tioIlS t'xHdt'l] by tIl(' ~tlltl' (ClI' by 1111.1' ullit of 
IIWll11!0\'pl'nllll'llt ClI' otlIt'l' plllitil'nl s\lbdi\'i:-;ioll of the' ~tntt') 
rOt, puhlil' pll1'PIl~l'S (othl't' thau I'lIIplo\'pl' alld t'tIIploY('I' 
n~SI'~~llll'llts Hlld, \'outl'ibntill11s t'o lillalH'p 1'l,l-iI'l'llll'l1t alld ;;o('ial 
iIlSllJ'aIl('p S\'~tl'IlI~, Hllll ot111'I' than spl'cial n;;Sl's,"'Il](,l1ts for 
I'npital olltl;IYl. as slII'h ,'olltl'ibntiolls an' dptt'I'milll'd by tIll' 
BIII'I'all of tltt' ('l'II"'IlS rOJ' g'1'IlPI'IlI st'ntistienI111U'I}();;l'S, 

(H) )Ios't' ]lEl'EX'I' HEI'OH'I'I:-;C; n::\H,--TI](' IIIOst 1'l'I'Pllt 
I'pPOI'tillg' YPIll' with 1't'''IWC'( to any l'ntitll'l1ll'llt [ll'l'iod I'oll~ists 
of thl' \'1'111':; t'llkl'l\ illto IlI'COl1llt 1>\, th~' Blll'l'lIl1 or t'If(' (\'I1Sl1~ 
in it~ l'tlOSt 1'1'1'I'nt gl'Ill'I'HI (II't<'I'n\innrioll of' ~tntl' Ilnd IC)(,lll 
tnxp;; IImelt' Ill'!'OI'I' till' l'losl' or ~l\l'lt IH'I'iocl, 

(d) (l!-:xmLI/, T.\x EI''/'IlH'!' F\("lIlH (lio' {'tll":\'I'Y .\m:,\,- ~Fol' ]llll'pOSI'S 
oj' t,his sllhtith" till' g'P 1\1' I'll I tllX .. 11'011' f:tl'tOl' or lilly I'ollllt,\' 111'1'11 fOl' 
IIny I'IIt'it'lpIIll'nt jll'l'ind is~-· 

, (1) thl' lldjnstl'll tltX(,S of thl' "Oltllty g'O\'l'l'nll\\,llt pill'; till' Ill1-
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justed t:1xes of e:teh other unit of local govct'llnll'llt. within that 
county areH, divided by 

(~) the aggl'l'gatl' incom0 (as defined in paragraph (3) of 
subsection (It)) at.tributed to that ('ounty at'('n., 

(e) G.,XEHAI, T,\x EI"}'(lIlT FAt'TOH U)' Fxl'l' 01' LOL\I, Gon:HN­
)mx'l',-For purposes of thissubtitl('-

(1) IN Gr:XEH"L,-'l'IH~. gt1ncrttl tax etl'Olt fnctor of allY unit of 
local gO\'erllmellt for allY ent.itlement period is-

(A) the ~.cljustc;l taxes of that unit of loe!!l government, 
divided by . 

(B) thc aggregate income (as deJinNl in pamgraph (:3) of 
subsection (a.)) attributecl to that unit of lo('al gO\'(ll'l1mcnt. 

(2) ADJt:S1'ED T.\XES,-
(A) Ix GENEH.\I,,-The adjusted laxps of un,\' ullit of loral 

govcrnment I1re-
(i) the compulsol'?' contributiolls ('xact('cl by such 

government for publlc purposes (other than emploYl'e 
and employer assessments and contributions to finance 
retirement and social il1SUI'fU1ce svst \' illS. tUld otiH'J' than 
special assessments for capital olltla,\')' us sueh C'ontri­
butiol1s are dctermined by th(' Ihll'l'au of the ('(Insus for 
general statistical purposes, 

(ii) acljusted (uncleI' regulations ]lr('sc'rib('d hy th(' 
S('crl'ta 1')') by ('xc luding an 'amount l'qua Ito that portiolt 
of such conipulsory contributions which is pt'o]ll'rly 
allocable fa cxpenses fat' eduration, 

(B) ('EH'l'.\IN S.\I,ES 'l'AXl;S CO[,LEl'TED BY (,O,(,N'J'IEs,-In IlllY 
case wh(,l'e-

(i) a rounty gOl'l'l'Ilment C'xacts sal',s taxC's within the 
geographic a'['(I:l of a unit of local ,!.!OYel'lll1l('nt and 
transfcrs part or all of sUl'h tax('s to sueh unit without 
specifying the purposes for whieh such unit Illll)' sp('nd 
the J'C\'C'nUl'S. anrI 

(i i) the Gor('l'Ilol' of t h(' Statl' 110t i f1C's t hp ~\'(,J't'ta 1')' 
that the l'e\luil'C'l1H'nts of this subpatagmph harp 1>(I\'n 
met with rC'sp{'ct to suell taxl'S, 

then the taxes so tmnsf{'l't'cd shall be trl'atC'd as th!' taxe,; of 
the unit of local go\'crnm('nt (and not till' hut'S of the 
county goyel'l1mE'l1t), 

(f) Ib:LATI\:E INcmn: F,\("l'O!l,-Fol' PUl'pos('s of this sllhtitll', thp 
l'elatil'(, incomE' factor is a fmctioll-

(1) in the case of a State, th(' llunwratol' of which is thr ppl' 
capitfi income of the rnit('(] Statl's nml the d('nomillatOI' of which 
is the P(,J' capita income of that State; 

(2) in the e!lse of a cottnty aJ'\'a, the num{'l'!!tol' of which is the 
per capita income of the State in which it is locatl'd and th£' d\'nom­
inator of which is the pet' capita income of that county area; and 

(3) in the case of a unit of local government, the nllll1erntor of 
which is the pet' C'apita income of the county ltrpa in which it is 
located and the denominator of which is the per capitR income of 
the geographi~ area of that unit of local gov('rnm('nt, 

F0r purposes of this subsection, per capita income shall be determined 
on the basis of incol11C' as (]efinNl in pllmgl'aplt (:3) of suhsection (a), 

(g) ~\LLOCATION Ruu:s FOH FIVE FAcTon FOR)rm,A,-Fol' purposes 
of section 106(b) (3)-

(1) ALL00A'I'ION ON BASIS nt' port:L,\'J'rnN,-Any allocation 
Illl10ng the States on the hRsis of population shall 'he made by 
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nllocl\tillg' to (,Heil Stall' nll nmount which 1)('111'8 till' snmp rntio to 
the totnl anlOunt to lJl' nU()('lltt'll ns till' population of such Stnte 
1.ll'IlI'S to th(~ populntioll of nll the Stlltes .. 

(~) .\.I,LOl·.\'I·l!l:\ ox 1l.\f:I::> OJ,' rllll.\XIZEIl ]'Ol'er,A'l'ION.-Any 
H llocation alllong 11H' Statrs on the 1.(lsis of 1ll'hlmizpd population 
f:lutll hp lllnclp by allc)('ltting to paeh State nn IUllOlll1t which 1>1'(ll'S 
thp salllc ]'ntio to 1'11(' totnl amount to be a11o('nt('<1 as tl10 ul'hnnizpd 
pop\1lation of such State Leal'S to the \1l'bnniz('(l pop\1lalio1l of all 
t hl' Stntps, 

(:») .\.Lr,[Jc,\THlX ox IUSIS 01' POl'rr..\'{'[()X l:\n:mmr,y Wr.rGHTED 
)o'{JU PEH ('.\PIT.\ lxC'o~m.-.\.llY allocation nmong' the Stntes on 
thl' basis of populntioll illYl'I'sply \\·pightpcl for pl'l' ('npitn income. 
shall bt' 1111Hl,t' b~' alloC'llting to pnell Stnte nn nlllOllnt which bears 
tht' Slunt' mho to tllP total amount to hl' alloC'atC'cl ns-

(A) the' populatiol1 of such Stlltt', mHltipli('cl by a fraction 
tl\{' 1\\1I11('I'ntol' of which is tllP 1)(>1' ('apita i]]('Ol11e of all the 
Stntc's and tl1(' l]enominator of whieh is thl' P(,I' capita income 
or ::>11('11 ,statl', bellI'S to 

(B) Ill(' S\1lil of t11(> p]'oc]ul'ts <]l'tt'l'lllin('(llllulrl' suhpnl'l1-
gl'llph (.\.) fCll' all the ,stntl's, 

(I:) .\T.T.(l(·,\TlO:\ ox nM;r" (llo' IX('Il~m T.\X C'OLLEC''l'IOXS,-.\.lIY 
allocation Hmong t11r StatC's on thC' basis of inrol11C' tax rollC'ctiOlis 
sllllll bp lllnc1p by allO<'nting to (,Ileh ~tatr nn 111i10Ullt ",hic'h 1)('11.I'S 
tIlt' snlll(' ratio to nw totllllimollllt to b(' ll11orntC'c1lls the inrol11l' tllx 
HIlHllll\t of slH'h Stntc \Jpnrs to thp sum of I'hl' in('omc tllX amollnts 
of n 11 tIll' ~tntl's, 

(,'i) .\r.r.cH'.\TlClX ox B.\:o;rs OF GE:\F.H.\L T.\X J.:FFOHT.-.\'l1Y [1110-
t'ation nlllong tll(' Statl's on th(' bllsis of W'llC']'nl tax t'll'ol't shall br 
mnc]l' by ll110cllting to <'Ilrh Statl' an 1ll110unt which \WI1I'S t]w samC' 
mtio to the total amount to bl' flllocutt'tl ns tht' gen(,l'lll tax elTol't 
nmOUl1t of such StatC' \Jt'llrs to t11<' SHill of tllC' geneI'll] tnx efi'ol't 
IllllOl11lts of all tIl(> StatC's, . 

Subtitle B-Administl9.tive Provisions 

SEC. 121. REPORTS O:N USE OF FUXDSj PL'BLICATIOX. 
(n) Jh:P{lHTS ox 'CS}: (I]' Frxns.-Ench Stnte goyernment nnd unit 

of \ocill gOYl'I'mllc'nt which 1'l'Cl'ins fUJi(]s undel' subtitle A shnll, aftel' 
tIl(' elost' of l'neh ('ntitll'11lt'l1t pC'I'iocl, submit a report to the Secreta]'y 
sl'tting forth 1])(' ItlllOlmts (till] purpost's for whirh funds rt'ceiYC'd dul'­
ing surh Pl'l'ioll haw bl'l'1l sprllt or ohligntc(1. Suell rcports slulll be in . 
such '1'01'111 nnd <1<'tnil illHI shall ur snhmlttCtl at sneh time fiS the 
~C'Cl'ctlll'~' mny presel'ibl', 

\ b) RI':I'OH'l'S ox PL.\:\XEll r~m CH' Frx[):-;,-Eat'h Stutc gOYC'!'nn1t'nt 
:uu] IInit of lo<'al gOyt'!'llllll'nt ,rhi('h t'xPP('ts to l'C'('ciYe fUll<]s llnc1t'r 
!'ubtitlt' .\. for 1l11Y C'ntitlrment 1)(']'io<1 hl'ginning on or [(.:ftr!' .Tnmlllr,Y 11 
HIla, sllilll submit a r<'11Ort to the Sl'crl'ta!'y sC'tting forth tlH' nmonnts 
ilne! jlurposes fo!' which it plans to spcnd or ouligutC' the "funds whi('h 
it cxprrls to receiyc <1u]'ing such prrlOd, Surh rC'pol'ts shnll hC' in sueh 
form and (]t'tllil ns tlw SC'(,I'etal'Y l11flY Pl'C'scl'ilw !tnc1 shnll bC' submitt('(l 
ttt sl\('h tinl(' hC'fo!'l' the bC'giniling 'of tl1(' l'ntitlement pcriod as the 
SN'I'C'tItIT may pl'escri\}t', ' 

(c) Ptlll,n:;\TIOX ,\~[) PrllT,ICI'l'Y OF REPOHTs,-Each Stlltc g'oycrn­
l1lent and unit of locltl goYc1'I1l11ent shnll h[(\'e It ropy of ('[(eh report 
submitted by it under subsection (a) or (b) publishecl in It newspapC'l' 
which is published "'ithin the State nnd hus gent'ral circullLtion within 
t.he geog'l'fIphic Ul'elt o"f t.hnt gO\·€'l'nment. Each Stutn govcrnment and 
unit of'loC'ul gore1'l1ment sJmll ac1dse the news l11eclilt of the publica· 
tion o"f its reports pnrSllant to this subsection, 
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SEC. 122. ~ONDlSCRIMI~A'l'IOK PHOVISTON. 
(a) Ix OJo:XE]LI],.-XO 1)('I'SOIl ill thl' l'nitl'd :-Itntl's shall on fht' 

gTOtl]lll of !'fit'P, ('0101', national Ol'ip:in, 01' Sl'X 1)(' l'xl'ltldl'd from partil'i­
pation ill, Ill' denil',l the bl'lll'[its 01',01' I}(' snbjl'ctl'd to discrimination 
nlldl' I' nny Pl'oP:1'll11l 01' adi\'ity fnnrll'tl in wholl' or in part, with funds 
madl' arailahlt, nncll'r slIl>tit,l(', A, 

(1)) ~\FrTIOmTY OF ~Eclm'I',lnY,--\Ylll'Jll'\'l'l' thl' ~l'('.l'l'tal'.Y detl'l'llIinl's 
that u St.ate p:0\'C'l'nl11pnt 01' nuit of lOl'Rl P:OI'PI'JIIIIl'nt has failNl to 
('OJllply with snhsC'C'tion (a) 01' an applicablC' rC'gnlation, lwshallnotif,l' 
tIll' (Tow'rno!' of tIll' ~tate (Ol" in tllp casl' of a nnit of loeal gOI'C'rllllll'nt, 
t,IH.' (ion'l'nor of tlu' Stat'p in which sHeh unit is lo{'atC'd) of t,h(' nOll­
,'omplilln{,EI and shall l'(,C]IIl'St tlll' GoyC't'llor to sp( m'p {'omplilllH'l', H 
wit.hin a, l'l'llsonabll' ])[,1'iod of time tIl(' (iOI'l'l'IlOI' fails Ol' I'dllsPS to 
"l'CI1I'(, {'ol11plianC(" th~' :-Il'(,I'l'tal'~' i~ autbol'izl'd (1) to I'l'1'l'l' tIl(' lllattl'l' 
to thl' .\ttOl'lH',I' (Tp]ll'ral with ,I 1'l'('Ollllllp]ulaf'ioll that nil appl'oprht,p 
"iyil aetion hl' institl1tl'd: (:2) to l'Xl'l'ei"l' I'll!' POWl'l'S ancl functiolls 
1l1'0\'irlpd 1)\' ti'll' \,1 of tIll' ('iyil Hights .\('t of 1 lHi-1 (-1:21 ',:-:;,C, :2llnnd) : 
OJ' (:1) to tllkl' sitch othpl' action ns IlIn~' bl' pl'{lI'i(l<'ll by la,,', 

(c) .\rTIIOHlTY 01" .\'n'llI\XEY (h:xEH,IL,-,,'Ill'1l n llmttl'l' is I'Pi'PITPd 
to t hp • \ttorlley Ol'Ill'I'n 1 p11I'SUa 1\1' to suln,pl't ion I h) , 01' wltl'nPI'C'I'}l(' has 
l'l'at'oll to bl'liel'l' that a ~tatp P:OI'Pl'Illlll'nt 01' \lIlit of local gOI'l'I'IlIlll'nt is 
l'llp:ng'pd in ,t pattC'I'll or pl'll('li('l' ill yiolatioll of tIll' p]'ol'i,;i{lll~ d thi" 
,,;pdio]l. tIll' "\ttOI'IH'Y nl'lll'l'al lIlay bl'ing a {'il'il adioll ill nil,\' nppl'O­
[ll'iatl' 1-nitp{1 ~(ntps distrid (,011l't for ;';11<'h I'l"ip!, as Iliay IH' appl'o­
Pl'illtp, incl11(ling injullctil'l' I'plipl'. 
SEC, 123, )lISCELLAXEOUS PROVISlOXS, 

(a) .\SSI'H,lxn;s TO '1'111'; ~E('lmT,\HY,-lll Ol'd(,I' to qualif\' 1'01' :lnl' 
IHlyllll'llt IlllclPI' sllbtitl" "\ 1'01' any l'ntitll'lllpnt pl'l'i('d k'p:inl'ling Oil 0'1' 
aftpl' .Jalllllll'Y 1, In;:l, It ~hltp gOI'PI'IlIl]l'llt 01' unit of lo('nl "'OI'PI'lIn]l'lIt 
Jllnst l'stablis'h (in lle{,OI'<iall('p with I'Pp:nlntions pn'~('I'il)('(lln' tllP SP('­
l'l'tnr.\', and, with 1'ps]>l'('t to a I1nit of lo{'al go\'pl'nlllPlIt: nHl'l' nil 
Oppol'tunity for 1'P\'icw aJHl eOllllllPnt b,\' tIll' (~O\,(,I'IlOI' of th" :-:;tatp ill 
which sueh unit is ]c){'ntl'd) to IIIP ~atisfa!'('ion of thl' :-:;P('I'l'I:tl'\, that--

(1) it will pt'hlhlish n tl'lI~t fund ill whi('h it lI'ill dl'jJc,;itall pay­
nll'lIts it 1'l'('pil'C's 11lldel' suhtitll' .\: 

(~) it will u,;p allloullts ill slIeh tl'ust 1'1I]l<1 (il1<'ltlllill,!.! lll]\' 

intpl'Pst pal'lll'd thE'1'pon while in s11eh tl'ust fUlld) {ll"'illg :-;IH:h l'l'll­
,'onn1>]p IH'l'io{1 01' pl'I'io(ls as llIay b{' [ll'Oridp{l ill :-;ll<'h I'pgulatiolls: 

(:1) in tllP {'asp of a 11nit ofloeal gOl'l'l'Illlll'nt. it 'rill ns(' 1l1llOllllts 
ill su('h tl'llst fUIl(l (il1<'llIdillg any illtpl'Pst pal'llPd tlIPI'l'OIl ",IIi'l' ill 
slI{'h 1; -,\tit flllHl) only fol' 'pl'io'l'ity l'xpl'ndi( III'l'S (as (Idilll'll ill 
::l('etion 10:) (n) ), :tll{l ",ill pay OWl' to l'lll' :-1('('\'('1 a 1',1' (1'01' (]Ppcsit 
in tIll' p:pnPI'al f(IIHlnf' thp TI'{'aslll',\') all Ill1lOllili (,<[Ilal to I]() 1ll'1'­
(,Pllt of any alllOll1lt {'xpP]Hh'd 0111' of s\Il'h tTIIst fllnd ill riolnlioll of 
this paragraph, lllllpss ~1H'1l amount is proll]p!ly ]'ppaid to slleh 
tl'lIst flllHI (01' till' \-jolntion is othl'l'\l'i,.:" ('ol'I'pdpd) n nt'I' lIoti('{' 
and opportunity 1'01' ('ol'l'('l'tin' ,\l'tiOll: 

(-I:) It will pI'OI-i(ll' fol' th!' pxp{,ll(liturt' of ,1I11011llt'S I\'('('il'l'd 
llllc1PI' subtitle,.\ only ill :tl'('onlan('p lI'ith till' lall's :1I1(l PI'o('('dlll'pS 
appli{'able to the {'x]>l'Jl(litllr(' of' its OIl'IlI'P\'l'IIUPS: 

(ii) it will-
(A) liSP Jis('al, a('('ollllf'iJlg. :llId allllit Pl'{)('l'dlll'{'i'l \\'IIil'll 

('OnfOI'11I t,o gni<l('lil1{,s pstablisIIp<1 thp['dol' hy tIl<' SP('I'l't':tI'Y 
(aftel' l'ol1~llltatioll with t'IH' ('olllptl'oll{'1' U(,IIl'I'al of' tIl<' 
Fllited ~tlltpS), 

(B) pl'ol'idl'. to thp. S('('I'('(ill',\' (alld to t,IIP ('olllptTolll'I' (;{'n­
<'mIni' tIll' l'lIitpcl Stat<'s), Oil ['easonabl(' Iloti('\'. ac'c'p::;." j'o, ancl 
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t'he right to t'XlllllilH', slIch bODks, (loclIlJll'nts, ]lapPI'S, 01' 1'P(;­
ol'(ls as tlJ(> S('cI'f'tal'Y may l'PusOllably ],pC[uiI'P fol' pUl'j)OSPS of 
I'PI'ipwinp: compliun('(' with this titl;' (01', ill tllp ('asp of the 
('olllptrollt'l' O(')\('ra I, as tIl('. ('omptJ'ollpr GpJleral may rpasoll­
ably l'Pquin' fol' pur'posps of rpl'ipwin" cOl1lplian('p Ilnd o1>p['­
at-ions nndl' I' subspctioll (C) (~)), and ,.., 

(C) make· sllch unllual und i nt('rim l'epOlts (othel' than Repori;s. 
r'('por'ts rpquirl'(! by spctioll ]~1) to thp l'5Pc['etary as lIP may 
reasonably 1'('(lIl1re; 

(Ii) all I abo['l'l'S [mel llH'cllllllics (,Illploypd h,Y contmctor'S 0[' sllh­
cont l'actol'S in thl'. lwrior'mallc\' of wOl'k 011 any ('ol1str'uetion Jlr'oj­
pct, :!:') pel'C'ent. 01' 1ll0l'(, 01' tll(> costs of whi('11 ]ll'ojPct tll'l' ]laid out 
of its tl'ust fund ('stahlislu.'d ullclPI' ptu'agl'aph (1), will 1)(' paid 
\\'ag('S at rat('s not ll'sS than thmw pn'I'ail'illg Oil similal' ('onstl'1lC­
tion in the localitv as d('tprll1inl'd by th(' 8l'('I'('tan' of Lahor' III 

accordance with ill(' Dal'is-Bacon _\.d, as all1(>IHlecl (.j.() r,s,c, 
il7(ia-27(ia-5), and that with [,PSpl'ct to th(> labol' standal'ds s]>(>('i- 49 Stat. 1011. 
fi(>(l in this plLl'llgl'llph the S(>cl'(>tal'Y of Labol' shall act in accorcl-
ancp with R('orgamzation Plan Xumberl'cl 1+ of 1D50 (15 F,R, 
:n76; H-~ Stat. l~(ii) awl spctioll :! of til(' .\('t. of ,TIlIll' la, 1n:34, 5 USC app. 
as anwndNl (·W r,s,c, :2(;c): 63 Stat. 108. 

(i) Indil'iduals (,1I1plo\'cd by it ",hosp \Yagl'S al'[' paid ill ",holl' 
or' in palt out of its trust fun'd pstablishrcl nndl'r paragraph (1) 
williX' pai(1 wagl's which al'(' not lo\\'P!' than tllp pr'('I'mling 1'lI.t{'S 
of pay fOt, persons employed in Rimilftr public 0('('u1>o.tion8 by tIll' 
same employcr: nnd 

(8) in the cnsp of a unit of local gO\'('l'l\J)ll'nt as del1llrd in the 
second s(>nten('e of section 10H(cl) (1) (l'l'lating to gOI'PJ'IlllJ('llts of 
Indian tribcs and .\Iaskan natil'r l'i1lagPR), it \\,ill ('x}l(>lld funds 
J'l'.ceiyed by it under subtitll' .\ for th(> Ill'JJdit of llwmlwrs of the 
trihe or "i'llag(> residing in tIl(' COHllty llrl'[t from tIl(' allo("ation of 
which funds ar(> allocated to it under s(>('tion lOS(b) (.j.), 

Paragl'llph (7) shall apply with r(>s1>('ct to elllploy('rs in an)' ca(pgory 
only if 25 pet'c(>nt ot' mor(> of tIl(> \\'ug(>s of all (>mploYl'<?s of tIl{' State 
gOI'l'l'llmpnt 01' unit of local gOI'(>rlJmrllt in such catl'gol'Y aI'(' paid 
from th(> trust fund cstabl ished b)' it unclpr paragraph (1), • 

(b) 1Yrl.'lHIOLDING OF PADIENTS,-If the SecrC'tary d(>t(>l'lt1incs that 
n 8tate go\'crnment. or unit of local go\'(>rnll1(>nt has failNl to ('omply 
substantially with any provision of subst'ction (a) or any rl'gulations 
prescribed therennder, aft('r g-il'ing reasonabll' noti('(' and oppol'tnnity 
for a hearing to the GOI'CI'l101' of the ~tatl' or th(> (,hid (>x('('utin' oilicrI' 
of the unit of local gO\'l~rnmC'nt, llr shall notify tIl<' Statr gOI'(>l'llmrllt 
or unit of local gO\'l'.1'nl11(>nt that if it fails to take cOl'J't'rtil'(> action 
within 60 days from the date of lwpipt of such 1l0ti.fieatioJ) flll'tlH'l' 
payments to it will be withheld for th(> rCl1lftindl'J' of the rntitlement. 
pel'iod nnd fol' any subsequent (>lltitl(>mrllt period until such time as 
the Secrl'taI'Y is s[~tisfi(>cl that appropriat(> ('o1'1'(>('til'(> aetion has lWl'n 
takl'n and that there will no longer 1)(> any fflilUl'e to comply, rntillH' 
is satisfied, th(> Secrctary shall make> no furthrt' pnym(>nts of such 
amounts, 

(c) ACCQUN'l'ING, A1:DI'1'lNG, ,\ND E"AJ,r,\'l'lox,-
(1) IN GENt:RAL,-The Secretary shall prol'idl' for sneh tU'(,01Ult­

ing und auditing procecll1l'es, (,I'alnntions, and r(>\'i('ws as mny be 
necessary to insure that the ('xpC'llditnrrs of fnnds r(>(,l.'i 1'(><1 under 
subtitle A by State go\'(>rnml'.nts and units of local gOl'crnment 
compl~ funy with the rN}uiY(>llwnts of this titl(', Th(> S~crptal'Y is 
onthol'lzeo to arc(>pt nil o1lCht by 0 Stott' o·f snch (>xpcndltlll'!'s of 1\ 
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:O;tate !TOY(,l'lllllpnt or 1111 it of locH I ~Ol'l'I'llllll'llt if Ill' drtpI'1ll i Ill'::; that 
~1lC'h 1~l(lit alld tlw audit pl'ocedlll'Ps of that :O;tatl' are slltlil-ielltl,)' 
I'pliable to ellahIP him to eal'l'" Ollt his dutip::; lllldl'l' this titll', 

(2) ('OM1'TBOLLEI! (h:~a:n,\;, HIlALL BEI'lEW ('O)[1'1.1A:\('10:,-:rI1l' 
('olllptroJ]pl' Ot'llPI'al of the l'nitl'd Statl's :ohalllllHlw sueh I'PI'I(,\\'S 
of thl' work as dOIlP hy the SI'('I'ptar\', II\(' Statl' g'Ol'l'l'llllll'llts, and 
tIll' ullits of local ITO\:l'rllllll'llt as Ilia" II(' Ill'l'l'SSnl'" 1'01' tIll' ('011-
gress to ('ntl uate l'~1Il pI iaIH'l' a lld opl:rn tiOllS undl'l: this tit h" 

Subtitle C-Genel'al Provisions 

~EC, 141. DEFIKITlOKS A:-ID SPECIAL RULES, 
(n) :O;};Cm:T,\Ry,-Fol' pUl'posl's of this titll', thp tPI'1ll ":O;Pl'I'('tal'."" 

IIlpnllS tl)(, St'crt'tal'" of tlIP Trl'H::HlrY 01' his dl'lpgntl', TIll' tl'I'1I1 ":0;1'('1'('­
tal',\' of th(> Tr(>Hsiu'y" nll'HnS the' St'cl'l'tal'Y 'of tIll' TI'l'aSlll'Y 1)(>1'-
~()IlHlIy.not illrludill~ nny d(>ll'ga\l', , " 

(b) E:\TITU,)[E:\T PEHWIl,-!' 01' Illll'l)()liPS of- tillS t Ith', thp t PI'lIl 
"Plltitlellll'Ilt pl'l'io(l" nll'ans-

(1) Tlw pC'l'iod bl'!,dllninp: .JannHI'y 1. IH,2, alld PIHling .f1l1H' :31l, 
Hl,2, 

(2) 1'IIP pC'rio(l Ilt'ginni Ilg .J Illy I, U),2, all! ( l'IHI i Ilg })Pl'Plll­
ill'l' :n,1H72, 

(H) TIll' pl'l'iod llPginning .ramUlI',I' 1,1 D7;j, and l'ntling.J 111H' ;jll. 
l!),;j, 

(4-) The Olll'-,I'l'IU' pt'l'iotls hl'ginlling O)J ,J Illy ] of IfJi;l. ] H7·1, and 
iH,ii, 

(ii) TIll' pl'l'iod lwginnil1g .Jllly I, initi. and l'l1llillg Decl'J11-
bl'r :31, In,[l. 

(t') 1 hSTHI(''j' m' CUL'lrMUIA,-

(1) Tm:.\'[':.\1ExT .\'; i>T.ITE .\:\Il Ull".\L Ull\'El{:\)[E:\T,-Fol' PUl'­
[lost's of this titll'. thl' Distl'ict of Colul11bia shall ht' trl'ated botb-

(_\) as a Statl' (and any l'l'fl']'('Il(~l' to thl' (lOI'(,1'110l' of a 
:-Itatl' shall, in tilt' easl' of the Dist!'id of Collll11bia. bt' tl'l'at('tl 
as a rpj'l'!'l'ncp to tIl!' Co 111 111 i;;::;ioll I' I' of tIl(' Dist!'ict of 
Colul1Ibia), Hnd 

(B) as a rOl1llt." an'a whieh hali 110 llnits of loral gOVl'l'l1-
111C'llt (othl'I' than itsl'1 f) within its gl'ogl'aphic an'H, 

(~) HEIll'l''l'IO:\ 1:\ ('.I,;g 01-' l:\('())IE T.\X ox :\OXltElHIlEXT 1:\IlI\'Ill­

l,\I.s,-If thpI'l' is hl't'l'Hftl'l' !'IHH't!'(l It law imposiIl~ a tax 011 

in('ol11C' l'tll'l1l'd ill th!' 1>istl'id of Columbia hI' il1dil'iduals wllo al'l' 
not 1'C'sidl'llts of tlI" District of Collimbia, tlil'll the l'ntit)('l1lent of 
the ])istl'iet of Cvlllll1bia un<ll'l' sub!'itlt' .\ fo!' any C'IltitlC'mcnt 
Ill'I'iOtl shall bt' l'l'(lll('C'(l b)' an al110unt e(J1iH I to thC' net eollel'tions 
1'1'0111 su(,h tax dming slH'h !'ntitlt'll1!'nt lll'riod attributabh' to 
indil'i<1l1als who al'l' not l'psidl'llts of th!' Distl'ict of Colul11bia, 1'hl' 
]lI'Pl'l'ding sentl'l1l'{' shall not apply if-

(A) thl' Di"triC't of Columbia and .\Iaryla11d Plltl'I' into !Ill 

agrel'l11Pllt ll1Hkl' which l'ach ~tatC' agTl'('S to impose a tax 
on income l'llI'IlC'tl in t,hat State by inl1i I'id Ilals who al'e l'p.si­
drnts of tliC' othl'r Statl'. and tIll" Distl'il,t of Cohunbia and 
\rirginia ente]' into an agreement uncll' I' whicli each State 
agrees to impose a tax on inconll' ('ameLI in tliat Stnt(' by 
illcliyiduals who arc residents of tilt' othC'I' ~tat(', 01' 

(B) tIll' Congress PIHWtS a lall' clil'Pl'tly imposing It tax on 
incomc C'lu'nptl in the District of Col1lmbia by indil'idunls who 
a I'C not residC'l1ts of tlH' Distl'ict of Columbia, 
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SEC. 142. REGULATIONS. 
(a) GENljRAL RuuJ.-The Secretary shall prescribe such reguln, 

as may be necessary or appropriate to cany out the provisions of I 

title. 
(b) AD)UXISTRA'I'IYE PROmJDmn; ACT To ArPLY.-The rulemaking 

provisions of subchapter II of chapter 5 of title 5 of the enited States 
Code shall apply to the regulations prescribed under this title for enti- so Stat. 3S1. 
tlement periods beginning on or after January 1, 1973. 5 USC 551. 

SEC. 143. JUDICIAL REVIEW. 
(a) PETITIONS FOil REVHjw.-Any State which receives a notice of 

rpcluction in entitlement under section 107 (b), and any State or unit 
of local government which receives a notice of withholding of pay­
ments under section 104(b) or 123(b), may, within 60 days after 
receiving sl1ch notice, file with the United States court of appeals for 
the circuit in which such Stttte 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 Attorney Genem1. 

(b) RECOIlD.-The Secretary shall file in the court the record of the 
procceding on which he based his action, as provided in section 2112 
of title 28, TTnitecl States Code. No objection to the action of the 72 stat. 941; 
Secretary shall be considered by the ('omt I1nless sH('h objection has so Stat. 1323. 
been nrged before the Secretary. 

(c) .JrnrS()lCTIOX m' Corm'.-The court shall have jl1risdiction to 
11mI'm 01' modify the action of the Secretary or to set it aside in whole 
or in part. The findin/-,"S of fact by the Secretary, if supported by sub­
stantial e\·idence contained in the record, shall be conclusive. However, 
if any finding is not sl1ppolted by substantial evidence contained in 
the record, the court mllY remand the case to the Secretary to take 
furthrr evidence, allcl tIl('. Sl'cretar}, may thereupon make new or 
modified findings of fact and may modify his previous actions. He 
slmll certify to til(' court thl' record of any further proceedings. Such 
!lew 01' modified findings of fact shall likewise be conclusive if sup­
pOt'tecl by substantial evidence contained in the record. 

(d) l{r]\,H:W BY SrpHE~[E COURT.-The judgment of the court shall 
be subjPrt to review by the Supreme Court of the United States upon 
cel'tiOl'l1ri 01' certification, as provided in section 1254 of title 28, 
enited States Code. 62 stat. 92S. 

SEC. 144. AUTHOIUTY TO UEQUIRE INFORMATION ON INCOME TAX 
RETURNS. 

(a) G}jXERAL l~uLE.-
(1) IN}'OIUfA'l'[ON WITll m]SPECT TO PI,ACE OF llESIDEXCE.-Sub­

part B of part II of subchapter A of chapter 61 of the Intel'l1al 
He\'elllW Code of 19ii·~ (I'elating to .illcorne tax returns) is amended 68A Stat. 731. 
by adding Itt the end thereof the following nmv section: 26 usc 6001. 

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

return with respect to the taxes imposed by chapter 1 for any period 26 usc 1. 
shall include information as to the State, county, municipality, and 
any other unit of local government in which the taxpa.yer (and any 
otlJ(\r individual with respect to whom an exemption is cltl,imed on such 
retuJ'll) resided on one or more dates (determined in the manner pro-
"ided by regulations prescribed by the Secretary or his delegate) 
during such period." 

(2) CI,ERrCAI, .Ul};NDMENT.-The table of sections for such 
snbpln-t B is amendpd by IHlding at the end therpof the following: 
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"Sec, 0017 A, l'lll\'l' of rt'Hi<lPllc('," 

(b) CIVIL PENAL'1'Y,-

October 20, 1972 

(1) IN uENt)HAJ.,-Subellll,ptl.'l' B of ehaptl'r HH of the Internal 
Hm'l.'nue Code of 19M is IIl1ll.'nded by adding at tlll.' end thereof 
the following new section: 

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

"(a.) ('I\'I[, PENAW'Y,-If any pel'Soll fails to include on his return 
[lny informat.ion rl.'f)uirl.'d unell.'l' seetion G0l7 A with respl.'ct to his place 
of residence, he shall pay n. penalt.y of $5 fol' I.'[leh such failure, unless 
it is showll t.lHLt such failure is <Ill(' to "I.'asonable caus(', 

"(b) Ih:F[('u:x('y Pno(,EDl'HES XOT To AI'I'Ly,-Subchapt('1' B of 
('Imptel' (i;~ (relating' to ddj('ien('y pl'O('edul'('s fOl' in('olll(', \'l·;tat(', gift, 
and ('haptpl' +~ taxes) shall not apply in l'('spect of tlr(' a~SI.'$~Ill('nt. 01' 

('ollection of any pl'lIa 1ty i III posl'd by ~'ub,,('('tioll (a)," 
(~) CLElt[(',\J, ,\)fENll)IEN'l',-The table of s('(;tiolls 1'01' i'u('.h sub­

chapter B is amended by adding at the end tl1('l'('of the. following: 
"S('(', HHH7, Flliillrt> to SIlPlli~' informntioll I\'ith r('~iK'et to pinel' of 

TPsid!'llce," 
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Title 31-Money and Finance: Treasury 
CHAPTER I-MONETARY OFFICES, 
DEPARTMENT Of THE TREASURY 

PART 51-FISCAL ASSISTANCE TO STATE 
AND LOCAL GOVERNMENTS 

By notice of proposed rulemaklng ap­
~'e:n:ing in thc FEDERAL REGISTER for 
'lhmsday, February 22, 1973 (38 FR 
4!J18), regulations were proposed in order 
to disburse entitlement payments to 
States and unit of local government 
lUlder the State and Local Fiscal Assist­
ance Act of 1972 (Public Law 92-512) for 
the. entitlement period beginning Janu­
ary I, 1973, and for entitlement periods 
subsequent thereto. A public hcarlnr, with 
respect to such proposed regulations was 
held on March 26, 1973. After consider­
ation of all such relevant matter as was 
presented by interested persons regard­
ing the proposed regulations, certain 
changes were made, and the proposed 
regulations are adopted by this docu­
ment, subject to the changes indicater1 

below: 
Section 51.2 m.-The second sentence 

of § 51.2Ii) of the proposed regulations 
is changed to read as set forth below. 

Section 51.3.-Section 51.3 of the pro­
posed regulations is changed by deleting 
the final sentence. 

Section 51.4.-A new § 51.4 is inserted 
to read as set forth below. 

Section 51.5.-A new § 51.5 Is inRerted 
to read as set for~h below. 

Section 51.11. -The second sentence 
of paragraph (a. of § 51.11 of the pro­
posed regulations is changed to read as 
set forth below. 

The third sentence of paragraph cb) 
of § 51.11 is changed to read as set forth 
below. 

Section 51.13.-The second sentence of 
paragraph (a) of § 51.13 of the proposed 
regulations is changed to read as set 
forth below. 

Paragraph (b) of § 51.13 of the pro­
posed regulations is changed to read as 
set forth below. 

Paragraph (cl of § 51.13 of the pro­
posed regulations is changed to read as 
set forth below. 

Section 51.20.-Section 51.20(d) of the 
proposed regulations is changed by delet­
ing the word "population" as it appears 
immedia tely prior to the phrase "ad­
jus ted taxes", as Jet forth below. 

Section 51.24.-Paragraph (al of 
§ 51.24 of the proposed regulations is 
changed to read as set forth below. 

Se,ction 51.26.-Paragraph (d) of 
s 51.26 of the proposed regulations is 
changed by inserting a new clause after 
thc phrase "begitUling July 1, 1971" as 
set forth below. 

Paragraph (n of § 51.26 is changed by 
deleting the period at the end of the 
paragraph, inserting a comma and add­
ing a new clause as set forth below. 

Paragraph (11) of § 51.26 is deleted anc] 
a new paragraph (h) Is inserted to read 
as set forth below. 

Paragraph (j) of § 51.26 is changed by 
inserting the word "Secretary's" prior 
to the phrase "Trust Fund", as set forth 
below. 
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Section 51.2S.-The first sentence of 
§ 51.28 of thc proposed regulations is 
changed by inserting a !lel'iod after the 
word "practlcablt'" and by deleting the 
phrase "after the beghUlill~~ of an ap­
plicable entitlement period", as set forth 
below. 

Section 51.30.-The fir$t f'entl'nce of 
pal'llgl'cwh (a) of § 51.30 of thl' Jlropo~ed 
regulations is changed to rpad us fet 
forth bela\\'. 

A new paragraph (b) of ~ 51.30 is 
itlserted to reacl as Ret forth below. 

Paragraph (b! of the proposed rr:~ula­
tions is red""ignated as parar:ral'h (e). 

Paragraph (e) of the prOIl()"ecl re~;ula­
tions is rede"i,~~natrd ~~s paragraph '.dl 
and L~ chan::red to rC'ud liS set forth below. 

Paragraph (d I of § 51.30 is redesig­
nated as pamgraph (e) ancl is ehan~l'tl 
to read as set forth below. 

ParagralJhs (e) and (f) of the pro­
posed rrgulations are redesignated as 
paragraphs If) and (gl respectively. 

Section Dl.31.-A new paragraph (b) 
is ad". d to § 51.31 of the propoRed regu­
lr~ions. to read as set 10rth below. 

Para!)rallh (b) of § 51.31 i, l'cdesig­
natedas para';l'l\ph '('1. 

Section 51.n.-The second sentence of 
para:,raph (a) of § 51.3:1 of the proposed 
regulations is changed b;' deleting the 
period at the end of the sentence, Insert­
ing a comma, and adding a clause HS set 
forth below. 

Subsection 14' of parr. graph (b I of 
§ 51.32 of the prOIJosl'd tP'!ul:>.tlons iH 
chunged by deletin~ the word "citi;~cns" 
and mserting the word "persons", m; set 
forth bl'low. 

A new paragraph (b) '5) of § 51.32 of 
the proposed regulations is inserted to 
read as set forth below. 

A new sentence is inserted after tlw 
first sentence of paragraph (d) of § 51.32 
to read as set forth below. 

The second sentence of paragrallh (d) 
of § 51.32 of the proposed regulations is 
changed by deleting the word "an" be­
fore the word "invcstiGal!on" and by in­
serting the words "a prompt" IJefore the 
word "investigation", as liet forth below. 

The first sentence of paragraph If' <1) 
or § 51.32 of the proposed regulations is 
changed by adding a phrm;e after the 
word "notify" as set forth below. 

Paragraph (fl (31 of § 51.32 Is changed 
to read as set forth below. 

Paragraph (f) (3) (V) of § 51.32 of the 
proposed regulations is changed to read 
as Ret forth below. 

Section 51.40.-The firs~ sentence of 
paragraph (bJ of § 51.40 of the proposed 
regulations Is changed to read as set 
forth below. 

The second sentence of paragraph (bJ 
of § 51.40 of the proposed regulations is 
changed by deleting the first two words 
which reaels "Permission for", as set forth 
below. 

Paragraph (d) of § 51.40 is changcd to 
read as set forth below. 

Section 51.41.~Paragraph (a) of 
§51.41 of the propose(] regulations is 
changed by deleting the word "will" in 
the second sentence and inserting the 
word "may", as set forth below. 

Paragraph (b) of § 51.41 of the pro­
posed regulations is changeel by eleleting 
the word "will" in the first sentence and 
inserting the word "may". The second 
sentence of paragraph (b) is changed by 
deleting tJ',e word "will" and inserting 
the word "may" and by dele Ling Ihe 
phrase "at a minimum". as set forth 
bela\\,. 

Purar:raph (b) (4' Is ch(.ngeC: to reId 
as set. forth below. 

Paragraph (e) of § 51.4l. OJf ill' pro­
posed rrgulations is changed ).,:. lelcling 
the word "will" In the second ~\ltcnce 
ancI inserting the word "may", a, set 
forth belllw. 

The second scnt('nce of parar:raph 
(c) (1) is changed by 111Srrting the clause 
"the;' consider" prior to the word "prac­
ticable", as set forth below. 

Parar:ml1h (c) (3) of ~ 51.41 is changeJ 
to read as set forth helow. 

Paragraph IC\ I'll of ~ 51.41 js changed 
by the addition of a new Be'.ltence im­
mediately following the first sentence, 
which addition reads al< set forth below. 

Because til(' purl10se of these regula­
tions is to provide immediate guidance 
to the States and units of local f,OVerll­
ment in order that the requirements of 
the act be complied with, it Is hereby 
fOUlld impracticable to issue such regu­
lations subject l<l the effective datc 
limitation of 5 U.S.C. 553\d). 

The foregoing regulations arc ib.,uecl 
under the authority of the State and 
Local Fiscal Assistance Act of 1972 (Tille 
I, Public Law 92-512 1 , and Trea.~ury 

Dcpartment Order No. 224, dated Janu­
ary 26, 1973 (38 FR 3342). These regula­
tions shall become eITective on April 5. 
1973, at 3:50 p.m., and arc applicable to 
E'ntitJement periods beghmitlg on or 
after January 1, 1973. 

[SEAL] GRo\HAM W. WATT, 
Director, 

Office 01 Revenue Sharing. 

Approved April 5, 1973. 
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satisfied that appropriate corrective ac­
tion has been taken and that there will 
no longer be any failure to comply. Until 
he is satisfied, the Secretary shall make 
no further payments of such amounts. 
§ 51.-1. Exlt'nsion of limt:'o 

When by these regulations (other than 
those specified in subpart F of this part) 
an act Is required within a specified time, 
the Secretary may grant a request for an 
extension of time if in his juclgment it is 
necessary and appropriate. Requests for 
extensions of time shall set forth the 
facts and circumstances supporting the 
need for more time and the amount of 
additional time requested. 
§ 51.5 :r~un!oir(~r o~ fllnd~ to f;(~{'l)rHltu'Y 

recljllt .... nls. 

The prohibition and restrictions on the 
uoe of entitlement funds set forth in 
subpart D of this part apply to a l'ecipi­
ent government's entitlement funds 
which are transferred b; 't to another 
governmental unit or private organiza­
tion. A violation of subpart D of this part 
by a secondary recipient shall consLitute 
a violation by the recipient government 
and the applicable penalty shall be im­
posed on the recipient government. 

Subpart B-Reports and Written 
Communications 

§ 5I.I0 R~JlOrIS 10 lit,> ,s,·t'I'NHI·) : .\.'".r. 
uuecs. 

(a) Reports lor ret'iew and evaluation. 
The Secretary may require each recip­
ient government receiving entitlement 
funds to submit such annual and interim 
reports (other than those required by 
§ 51.11) as may be necessm'y to provide a 
basis for evaluation and review of com­
pliance with and elfecliveness of the 
provisions of the Act and regulations of 
this part. 

(b) Requisite assurances /01' receipt 
01 entitlement IUnds. Each Governor of 
a State or chief executive officer of a 
unit of local government, in order to 
qualify for entitlement funds, must file 
a statement of assurances when re­
quested by the Secretary, on a form to 
be provided, that such government will 
abide by certain specific requirements of 
the Act and the prohibitions amI restric­
tions of Subparts D and E of this part, 
with respect to the use of entitlement 
funds. The Secretary will alford each 
Governor the opportunity for review and 
comment to the Secretary on the ade­
quacy of the assurances by units of local 
gov0l'nment in his State. 
§ 51.11 Hellorl on Planneti Pst' anti 

AClual Usc of Funtis. 

(a) Planned !Lse report. Each recipient 
government which expects to receive 
funds under the Act shall submit to the 
Secretary a report, on a form to be pro­
vided, of the specific amoun ts and pur­
poses for which it plans to spend the 
funds which it expects to receive for an 
entitlement period. The planned tlse re­
ports for the third and fourth entitle­
ment periods (the 6-month period begin­
ning January 1, 1973 and ending June 30, 
1973, and the fiscal year beginning July 1, 
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1973 and ending June 30, 1974) shall be 
flied with the Secretary on a date he shall 
deterllline, Thereafter, each planned use 
report shall be flied p!'lor to the begin­
ning of an entitlement period as defined 
in § 51.210. 

(b) Actual use report: status 0/ trust 
lund. Each recipient government which 
receives funds purfiuant to I-!'e Act ohall 
submit to the Secretary an annual re­
port, on a form to be provided, of the 
amounts and purpo~~s for which stich 
funds have been spent or otherwise 
transferred from the trw,t fund (as de­
fined in ~ 51.40' a)) during the reporting­
period. Such report al:io shall state any 
lIltere~t earned on entitlement funds 
dtlrinr: the period and the balance of the 
tru,;t fund as of the d'lte of the report's 
submis,ion. Such reports shall show the 
status of the trust fund as of June 30 and 
shall be fllod with the Secretary on or 
before September 1 of each calendar 
year. All such funds must be used, obli­
gated, or appropriated within the time 
period specified in § 51.40(bl. 

§ 51.12 eel·lifi,·alions. 

The Secretary shall require a certifica­
tion by the Governor, or the chief ex­
ecutive officer of the unit of local goV­
ernment, that no entitlement funds have 
bCl.'n used in violation of the prohibition 
cont:1inecl in ~ 51.~0 a[;ainst the use of 
entitlement funds for the purpose of ob­
tail11nr: matching- Federal funds. In the 
case of a unit of lo('al government the 
Secretary shall require a certification by 
the chief executhe otr.cer that entitle­
lllent funds received by it have been used 
ani;' for priority expenditures as pre­
scribed by ~ 51.31. The certifications re­
quired by this sectiC"l shall be in such 
form as the Secretary may prescribe. 
§ 5[,13 i'uhlioalion lind puhlicil) of reo 

tlOl'ls~ public' ill!oo.PCt'lioll. 

(a) Publication 0/ reqllired reports. 
Each recipient government must pub­
lish in a newspaper a copy of each report 
required to be filed under § 51.11 (a) and 
(b) )Jrior to the time such report is flied 
with the Secretary, Such publication 
shall be made in one or more newspapers 
which are published within the State ancl 
have general circulation within the geo­
graphic area of the recipient government 
involved. In the case of a recipient gov­
ernment located in a metropolitan area 
which adjoins and extends beyond the 
boundary of the State, the recipient gov­
ernment may saUsfy the requirement of 
this section by publishing its reports in 
a metropolHan newspaper of general cir­
culation even though such newspaper 
may be located in the adjoining State 
from the recipient government. 

(b) PublicitY.-Each recipient govern­
ment, at the same time as required for 
publication of reports under paragraph 
(a) of this section, shall advise the news 
media, including minority and bilingual 
news media, within its geographic area 
of the publication of its reports made 
pursuant to paragraph (a) of this sec­
tion, and shall provide COIJies of such 
reports to the news media on request. 

(c) Pllblio inspcction,-Each reCipient 

government shall make available for 
public inspection a copy of each of the 
reports required under § 51.1lea) and 
(b) and information as necessary to sup­
port the information and data submitted 
?n each of those reports. Such detailed 
~nformation shall be available for public 
mspection at a specified lo~ation during 
normal business hours. The Secretary 
may prescribe additional guidelines con­
CCl'lling the form and content of sueh 
information. 
§;; 1.1-1, H"porls 10 Ihe Bureau of Iho 

Cl·Jl~US. 

It shall be the obligation of each re­
cipient government to comply }lromptly 
wlth requests by t!le Bureau of the Cen­
~us (or l~y the Secretary) for data and 
mformatlOll relevant to the determina­
tion of entitlement allocations. Failure 
of any recipient government to so comply 
may place in jeopardy the prompt re­
ceipt by it of entitlement funds. 
Subpart C-Computation and Adjustment 

of Entitlement 

§ 31.20 Dilla. 

(a) In general. The data used in de­
termination of allocations and adjust­
ments thereto payable under this part 
will be the latest and most complete data 
supplied by the Bureau of the Census or 
such other sources of data as in the judg­
ment of the Secretary will provide for 
equitable allocations. 

(b) Computation and paymcnt 01 cn­
titlcments. (1) Allocations will not be 
made to any unit of local government 
if the available data is so inadequate as 
to frustrate the purpose of the Act. Such 
units of local government will receive an 
entitlement and payment wh~n current 
and sufficient data become available as 
necessary to permit an equitable alloca­
tion. 

(2) Payment to units of local govern­
ment for which the Secretary has not 
received an address confirmation will be 
delayed until proper information is avail­
able to the Secretary. 

(3) Where the Secretary determines 
that the ,'ala provieled by the Bureau of 
the Census or the Department of Com­
mer.:e are not current enough, or are not 
comprehensive enough, or are otherwise 
inadequate to provide for equitable al­
locations he may use other data, inclucl­
,ing estimates. The Secretary's deter­
mination shall be final and such other 
,additional data and estimates as are 
usee1, including the sources, shall be pub­
licized by notice in the FEDERAL REGISTER. 

(c) Special rule lor 6 month enlille­
ment 1Jeriods. For entitlement lleriods 
which encompass only one-half of a year 
the adjusted taxes and Intergovel'l1~ 
mental transfers of any unit of local goV­
ernment for that half-year will be esti­
mated to be one-half of the annual 
amounts. 

(d) Units of local govcrnment located 
in more than one county arca. In cases 
where a unit of local government is lo­
cated in more than one county, each part 
of such unit is treated for allocation pur­
poses as a separate unit of government, 
and the adjusted taxes, andlntergovern-
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AU'l'HORtlY: The provisions of this Part 51 
are Issued under the Stnte and Local Fiscal 
Assistance Act of 1972 (title I, Public Law 
92-512); and 5 U.S.C. 301. 

Subpart A-Generallnformation 

§ 51.0 Scope and Ilppliclltion of l't'guln. 
lions. 

(a) In general. The rules and regula­
tions in this part are prescribed for car­
rying into effect the Statc and Local Fis­
cal Assistance Act of 1972 (Title I, Public 
Law 92-512) applicable to entitlement 
periods beginning January I, 1973. Sub­
part A sets forth general information 
and definitions of terms used in this part. 
Subpart B of this part prescribes reports 
required under this part and publicity 
concomitant thereto. Subpart C of this 
part contains rules regarding the compu­
tation, allocation and adjustment of 
entitlement. Subpart D of this part pre-

llO 

scribes prohibitions and restrictions on 
the use of funds. Subpl1rt E of this part 
prescribes fiscal procedures ancl auditing 
requirements. Subpart F of this part 
contains rules rclaling to procedure and 
practice requirements where 11 rcclpient 
government has falled to con11'I,' \\'ith 
any pro\'ision of this part. 

(b) Sat'ing claust'. An,' cause of action 
arising out of noncompliance with the 
interim regulations co\'ering payments 
made for the first and second entitlc­
ment pcriods (JamlUrj' I, 1972, through 
June 30. 1972. and July I, 1972, through 
December 31, 1972) shnll continue to be 
co\'cred by such r('gulations and any pro­
ceeding commenced thereon shall be gov­
erned by the procedures set forth in 
Subpart F of this part. 
§ 51.1 Estn!Jlishnll'nl of OOlrr of Rryr­

llUt' Shnrin~. 

There is established in the Office of the 
Secretary of the Treasury the Office of 
Revenue Sha~ ·ng. The office shall be 
h('aded by a Director who shall be ap­
pointed by the Secretary of thc Treas­
ury. The Dircctor shaH perform the func­
tions, exercise the powers uncI carry out 
the duties vested in the Secretary of the 
Treasury by the State and Local Fiscal 
Assistrmce Act of 1972, Title I, Public 
Law 92-512. 
§ 51.2 Drfinitiolls. 

As used in this part (except where the 
rontext clearly indicates otherwise, 01' 
where the term is defined elsewhere in 
tllis part) the following definitions shall 
apply: 

la) "Act" means the State and Local 
Fiscal Assistance Act of 1972, Title I of 
Public Law 92-512, approved October 20, 
1972. 

(b) "Chief executive officer" of a unit 
of local govertIDlen t means the elected 
offich!. 01' the legally designated officinl, 
who has thc primary responsibility for 
the conduct of that Ullit's governmental 
affairs. Examples of tlie "chief execu­
tive officer" of a unit of local govern­
ment may be: The ejected mayor of a 
municipality, the elected county execu­
ti ve of a county, or the chairman of a 
cOlmty commission 01' board in a county 
that has no elected county executivc, 01' 
such other official as may be designated 
pursuant t{) law by the duly elected gov­
erning :::::!;' of the Ullit of local govern­
ment; or the ('halrman, governor, chief, 
or president (as t.he case may be) of alJ. 
Indian tribe 01' Ala,,,,,u ~~t!';8 village. 

(c) "Department·, means the Depart­
ment of the 'l'reasury. 

(d) "Entitlement" menns the amolu::.t. 
of payment to which a State govern­
ment 01' unit of 10cn1 government is en­
titled as detcrmined by the Secretary 
pursuant to an allocation formula con­
tained in the Act and as estnbllshed by 
rcgulation under this part. 

(e) "Entitlement ftlnds" means the 
amo'll1t of flmds paid or payable to a 
State government or unit of local gov­
ernment for the entitlement period. 

(f) "Enti tlemen t period" means one 
of the following periods of time: 

(1) The 6-month period beginning 
January I, 1973, and ending Junc 3D, 
1973. 

(2' The fiSCal year beginning July I, 
1973, and cnding June 30, 1974. 

(3) The fiscal Y0ar beginning July I, 
1974, and ending June 3D, 1975. 

(4) The fiscal year beginning July l, 
1975, and ending June 3D, 1976. 

(5) Thc 6-111onth period beginning 
July I, 1976, and ending December 31, 
1976. 

(g) "Govcrnor" means the Govcrnor 
of llny of the 50 States 01' the Commis­
simler of the DistricL of Columbia. 

(hl "Indepcnclent public accOlllltnnts" 
means im10)Jemlent certified publlc ac­
countants 01' ind0Pc,nclent licensed pub­
lic a0cOlmtants certified 01' licensed by a 
regulatory authority of a Statc 01' other 
political subdivision of the United States. 

(il "Indian tribes and Alaskan nativc 
villages' means those Indian tribes ancl 
Alaskan native vlllages which have a rec­
ognized governing body und which per­
form substantIal governmental func­
tions. Certification to tile Secretary by 
the Se0retl11',' of the Interior (01' by the 
Go\'ernor of a Statc in the cnse of a State 
affiliatccl tribe) that an Inclian tribe 01' 
an Alaskan native village has a rccog­
nized governing body and performs sub­
stanLial governmental functions, shall 
c011stitut() prima facie evide:1Ce of that 
fact. 

(j) "Recipient government" means a 
State government 01' unit of local gov­
ernment as definccl in this section. 

(k) "Secretary" means thc Secretary 
of thc Treasury 01' any person duly au­
thorized by the Sccretary to perform the 
function mentioned. 

:) "Stale government" means the 
government of any of the 50 States 01' 
the District of Columbia. 

(m) "Unit of locnl government" mel111S 
the government of a county, mlmicipnl­
ity, township, 01' other unit of govern­
ment below the State which is r. ll.'llt of 
general government and which s1;all be 
determined on the basis of the same 
principlcs as used by the Bureau of the 
Census for general statistical purposes. 
The term "lUlit of local governmcnt" 
shall also inciude the recognized govcrn­
ing body of an Indian tribe 01' Alaskan 
native vlllage which performs substan­
tial governmental functions. The Dis­
trict of Columbia, in addition to beIng 
treatcd as a State, shall also be treated as 
a cOlmty area which has 110 units of local 
government (other than itself) within its 
geographic area. 

§ 5].3 Procf.'dnrr for cf1't~eliug ('olHpli .. 
HUC£'. 

If the Secretary determines that a 
recipient gover:unent has failed to com­
ply substantially with any provision of 
this part, and after giving reasonable 
notice and opportunity for a hearing to 
the Governor of the State or the chief 
executivc officer of lI'e unit of local goV­
ernmcnt pursuant to Subpart F of this 
part, the Serretal'Y shall notify the re­
cipient go':ernment that if it fails to 
take COl'1'l;ctlve action within 60 days 
from the date of rcceipt; of such notlficn­
tion furttcr payments to it wlJl bc with­
held for any subsequent entitlement pe­
riod un til such time us the Sccretary is 
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mental transfers of such pal'ts are esti­
mated on the basis of the ratio which the 
population of such part bears to the pop­
ulation of the entirety of such unH. 
§ 51.21 AtljIlSINIIIIX('S. 

(a) In general. Tax revenues nre com­
pu1so)'y contributions to a unit of local 
government exacted for public purposes, 
as such contTlbutions arc determined by 
the Bureau of the Census for gencm1 
statistical purposes. The term "adjusted 
taxes" means the t:tx revenues adjusted 
b~ excluding an amount equal to that 
portiCi11 of such compulsory contributions 
which Is prope)'ly allocable to ~chool op­
erations, debt service on school indebted­
ness, school capital outlays. and oLher 
educational purposes. 

(b) Procedure JOT exclusion oj tax 
revenues Jor eell/cation. The to,x revenues 
exacted by a unit of local government 
shall lJe adjusted to exclude any such tax 
revenues uscd for financing education in 
a manner consistent with the following 
provisions: 

(1) Where l\. 'mit of locul government 
finances education from u specific fund 
and lists tax revenues to the fund or 
levies a separate Lax for purposes of edu­
cation. such amounts as determined will 
constlLute the tux revenues for education. 

(2) If tax revenues for purposes of 
education are not separately identifiable 
because education is financed by ex­
penditure or transferring of moneys 
from a general fund (or similarly named 
fund) to a school funel or funds, then the 
ratio of tax revenues (US defined in para­
graph (a) of this section) to the total 
revenucs in such fund shall be calculated. 
und that ratio multiplied by the expendi­
ture or transfer of moneys from such 
fund to the scllool fund sllall be equated 
with the tax revenues properly allocable 
to expenses for education. The phrase 
"total revenues in such fund" means cash 
and securities on hand in the general 
fund (or similarly nmned fund) at the 
beginning of the fiscal year. lJlus all 
revenues to the fund (other than tt'ust 
or ugency revenues) lcss cash and se­
curities on hand at the enel of the fiscal 
yenr. Trust and agency funds are those 
held specifically for individuals or gov­
ernments for which no discretion can be 
exercised as to the amounts to be paid 
to the recipient. 

(3) If any instance where neither par­
agraph (b) (1) nor (2) of this section 
penults determination of school taxes. 
then any procedure deemed equitable by 
thc Secretary shall be utilized to ascer­
tain ac1iusted ·"axes. 

(c) Valielity 0/ acljuslcellax elata. Al­
location of funds under the Act wl11 be 
based on data reported by Stales and 
units of local governments to the Bureau 
of the Census and shall be In accord­
ance with definitions estublished by the 
Bureau. No unit of government shall 
report to the Department of the Trcas­
ury or the Bureau of the Census in a 
manner whieh attempts to circumvent or 
frustrate the intent of this section. 

III 

§ 51.22 D{\I~. for del{'rlllilllllion of ,,\lo­
cution. 

(a) In genem!. PU1'suallt to the ])l'ovi­
slons of § 51.20 (a) and (b) (3), the deter­
mination of the data definitions upon 
which the allocations and entitlemeDts 
for an entitlement period is to be calcu­
lated shall be made as of the day Im­
mediately preceding the beginning of the 
entitlement perioe'. The f,.nal date upon 
which determinations of allocations and 
entitlements, including adjustments 
thereto. may be made for an entitlement 
period shall be determined by the Secre­
tary an soon as practicable after the 
close of that entitlement period and Shall 
be publicized by notice in the FEDER/\L 
REGIS·fER. 

(b) Time /imitation anel minimum ael­
:iustment. If prior to the date determined 
b:' .the Secretary pm'suant to parngraph 
(a) of this section.itis established to tIle 
satisfaction of the Secretary by factual 
evidence and documentation that the 
data used in the computation of an allo­
calion Is erroneous and. if corrected. 
would result in an incren~e or decrease of 
an entitlement of $200 or more of entitle­
ment funds, nn adjustment will be mnde. 

(C) Adjusted taxes and intergoL'crn­
mrnial transfers. The dates for deter­
mining the amount of adjusted tuxes and 
intcrgovernmental trnnsf~rs of a unit of 
local government will be the fiscal yeur of 
suell unit encling during the 12 months 
prior to July 1. 1971. If a more recent 
period is used, it shall be such fiscal year 
that can be uniformly assembled for all 
units of government prior to the bpgln­
ning of the alIected entitlement periOd. 
§ :H.23 Boun<iary chanr;cs, r;ovcrnmcn­

luI rcorgnniz(ltion, Nt', 

(a) IlL general. Bounc!m'y changes. 
govel'llmental reorgarllzations, or 
changes ill. State statutes or constitu­
tions occurring prior to or during an 
entHlcment period which were not taken 
into account during the initial allocation 
shull, if not within the scope of para­
graph (d) of this section, aJIect such al­
location or payments in a manner con­
sistent with Lhe following provisions: 

(1) A boundary change, govcrnmental 
reorgar,izatlol1. or changc in State 
statutes or constitution relevnnt to the 
computation of an entitlement of a unit 
of local government under the Act, oc­
curing prior to the begilmir ~ of all en­
titlement period shalll'esult in analtera­
tion to the entitlement of that unit if 
brought to the attention of the Bureau 
of the CenSlls within 60 days (or by 
June 30,1973, in case of the third entitle­
ment period) after' the beginning of such 
cntitlement period. 

(2) A boundary change. governmental 
reorganization, or change in State 
statutes or constitution relevant to the 
computntion of entitlement of a unit of 
local govcrnment under the Act, occur­
ring during an entitlement perIod shnll 
not rcsult in a change to tile entitlement 
of that unit tllltil the next entitlement 
period. However, payment tendered to 

such unit for the entitlement period may 
be redistributed pursuant to the provi­
sions of pamgraphs (b) and (c) of this 
section. 

(b) New units 01 local government. A 
unit of local government which came 
into existence during an entitlement pe­
riod shall first be eligible for an entitle­
ment allocation for the next entitlement 
period. However, if such unit Is a succes­
sor government. it shall be eligible to 
receive the entitlement payment of the 
unit or units of local government to 
which' it succeeded in accordance with 
the conditions of the succession. 

(c) Dissolniion oj nnits of local gOV­
el'mncnt. A unit of local government 
which dissolved, was absorbed or ceased 
to exist as such during an entitlement 
period is eligible to receive all. entitle­
ment payment for thnt entitlement pe­
riod: ProVieleel. That such unit of locnl 
government is in the process of winding 
UP its governmental affairs or a suc­
cessor unit of local gOYClTIment has legal 
capacity to accept and use such entitle­
ment funds. Entitlement payments 
which are returned to the Secretary be­
cause of the cessation of existence of a 
unit of local government shall be placed 
in the Slate and Local Government Fiscal 
Assistance Trust Fund until such times 
as they can be redistdbuted according 
to the conditions under which the unit 
of local government ceased to exist. 

(d) Limitations on ael:iustment JOT an-
7lcxations. (1) Annexations by units of 
local government having a population 
of less than 5,000 on April 1, 1970, shall 
not affect the entitlement of any unit of 
local government for an entitlement 
period unless the Secretary determines 
that adjustments pursuant to such an­
;Jexat!ons would be equitable and would 
not be unnecessarily burdensome. ex­
pens!ve, 01' otherwise imprncticable. 

(2) Annexatiop;; of areas with a popu­
lation of less than 250, or less than 5 per­
cent of the population of the gaining 
govermtlent, shall not affect the en­
titlement of any unit of local govel'U­
ment. 

(e) Certification. Units of local gov­
Cl'lunent affected by n boundnry change. 
goverllmental reorganization, or change 
in State statutes or constitution shall, 
before receiving an entitlement adjust­
ment or payment redistribution pur­
suant to this section, obtain State cer­
tifica.Uon that such change was ac­
complished in accordance wi1h State 
law. The certifying official shnll be des­
ignated by the Governor, and such cer­
tification shall be submitted to the 
Bmeat! of the Census. 

§ 51.2·1. "'!liver oC 1'I11il\('mcnl; nomlc­
Ih'cry of c1,Cl'kj insuiflcicnt dlllu. 

(a) Waiver.-Any unit of local govern­
ment may waive Its entitlement for any 
entitlement period: Provided, The chief 
executIve nfficN' with the consent of the 
governing body of such unit notifies the 
Secretary that the entitlement payments 
for that entitlement period are being 
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waived within 60 days after the begin­
ning of the f"ffected entitlement period. 
The entitlement waived shall be added 
to and shall beconle a part of, the ap­
plicable entitlement of the next highest 
unit of government eligible to receive 
entitlement funds in that State in which 
the unit of gOVel'llllent \vaiving entitle­
ment Is located. A waiver of entitlement 
by such unit of local government shall be 
deemed an irrevocable waiver for that 
entitlemcnt period. 

(b) Nondelivery. Entitlement funds for 
any entitlement period which are re­
turned by the U.S. Postal Service to the 
Department of the Treasury as being 
nondeliverable because of incorrect ad­
dress information, or which are un­
claimed for any reason, shall be placed 
in the State and Local Government Fis­
cal Assistance Trust Fund ,'.!~~Il such 
time as payment can be made. 

(c) insuD!c;e.nt data. Entitlement 
funds for any eJ1titlem~nt period which 
are withheld fl'lJm payment because of 
insufficient datr. upon which to compute 
the entitlcmer.t, or for which payment 
cannot be m"de for any other reason, 
shall remair. in the Stat~ and Local Gov­
ernment Fiscal Assisbnce Trust Fund 
until such time as pa}ment can be made. 
§ 51.25 ncscn'IItion of funds and lid. 

jushncnt of enlitlcuu.-'nt. 

(a) Reservation of entitlement funds. 
In order to make subsequent adjust­
ments to an entitlement payment under 
this part which may be necessitated be­
cause of insufficient or erroneous data, 
or for any other reason, the Secretary 
shall reserve in the State and Local Gov­
ernment Fiscal Assistance Trust Fund 
such percentage of the total entitlement 
funds for any entitlement period as In 
his judgment shall be necessary to insure 
that there will be sufficienl; funds avail­
able so thaI; all l'ecipient governments 
will receive their fu11 entitlements. '1'11ose 
reserve funds will be distributed during 
subsequent entitlement periods to recip­
ient governments as promptly as possible 
after the close of the time for adjust­
ments pursuanl; to § 51.22. 

(b) Adjustment to future entitlement 
payments. Adjustment to an entitlement 
of a recipent governrr.ent will ordinarily 
be effected through alteration to entitle­
ment payments f01';uture entitlement 
periods lli11ess there is a downward ad­
justmen I; which is so substantial as to 
make future payment alterations Im­
practicable or Impossible. In su.ch case 
the Secretary may demand that the 
funds in excess of the initial entitlement 
included In an entitlement payment be 
repaid to the Secretary, and such funds 
shall be promptly repaid on de!nand. 
§ 51.26 Slntc nH1[ol1 nminlnin transfers to 

local goycrlll11('nls. 

(a) Genera! rule. The entitlement of 
any Stale government for any entitle­
ment period beginning on or after July 1, 
1973, shall be reduced by the amount (if 
any) by which-

(1) The average of the aggregate 
amounts transferred by the State gov­
erlllllent out of Its own sources during 
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such period (or during that State's fis­
cal year ending on or immediately prior 
to the end of such period) and the pre­
ceding entitlement period (or such fiscal 
year) to alllmits of local government (as 
defined In § 51.2 (m») in such Sl;ate, is 
less than, . 

(2) The similar aggregate amollilt for 
the I-year period beginning July I, 1971 
(or that State's fiscal year ending on or 
immediately prior to the end of such 
period), 
For purposes of paragraph (a) (1) of 
this section, the amounl; of any reduc­
tion in the entltlemenl; of a Sl;ate gov­
ernment under this section for any en­
titlement period shall, for subsequent 
entitlement periods, be treated as an 
amounJ; transferred by the State gov­
ernmenl; out of its own sources during 
such period to uni ts of local governmen t 
In such State. The phrase "own sources" 
means all sources of State revenue (in­
cluding the State's revenue sho.ring en­
titlement funds) but excluding inter­
governmental revenues received from tile 
Federal Governmenl;. 

(b) Measurement 0/ maintenance of 
effort. In those States that do not have 
an accounting system providing an o.udit 
I;rail for all funds concemed (from own 
source to final application) in intergov­
ernmental transfer to units of local gov­
ernment (such as those States In which 
intergovernmenl;al transfers to units of 
local govemment are made from a com­
mingled fund with no identification as 
to specific revenue source) , the following 
formula may be applied by the Secretary 
to establish the base year intergovern­
menl;al transfers to units of local govern­
ment from own sources and to genemlly 
monitor level of accordance with the 
maintenance provision of paragraph (a) 
of this section during future entitlement 
periods; 

(1) It shall be assumed that the ratio 
of a state's own source intergovern­
mental transfers to llilits of local govern­
ment to thaI; State's total intergovern­
mental transfers to units of local gov­
enID1ent is equal to the ratio of that 
State's own source revenues to Its total 
revenues. Thus, for a State in which such 
formula may be applied, its base year 
own source Intergovernmental I;ransfers 
to units of local govemment shall be 
assumed to equal its total intergovern­
mental transfers to unil;s of local gov­
ernment In the base year multiplied by 
Its own source revenue in the base year 
divided by its total revenues in the base 
y'9ar. 

(2) In a state in which the formula Is 
applied, the State's own SOlli'ce inter­
governmental transfers to lliuts of local 
governmenl; in a future entitlement pe­
riod shall be assumed to equal the aver­
age of-

(\) The State's total intergovern­
mental transfers to units of local gov­
ernment during that period (or that 
State's fiscal year ending on or Imme­
diately prior to the end of such period) 
multiplied by its own source revenue in 
that period (or such fiscal year) divided 
by its total revenues In that period (or 
suc!\ fiscal year) and 

(ill The state's total intergovern­
mental transfers to units of local gOV­
ernment during the preceding entltle­
ment period (or that state's flsca"! year 
ending on or immediately prior to the 
end of such period) multiplied by its own 
source revenue in that period (or such 
fiscal year) divided by its total revenues 
In I;hat perlnd (or such fiscal year). 

(3) Therefore, In a State in which the 
formula is applied, maintenance (for a 
given entitlement period) of Int ... rgovem­
mental transfer effort to units of local 
governmen t will be measured by the dif­
ference between I;hat state's average ag­
gregate Intergovernmental transfers to 
units of local government (over the ap­
propriate periods) as calculated by em­
ploying the method described in para­
graph (b) (2) of this section and that 
State's own source Intergovernmental 
transfers to unlts of local government In 
the base period as calculated by employ­
Ing the method described in paragraph 
(b) (1) of this section. 

(4) Should the application of this for­
mula during any entitlement period indi­
cate nOlllll.,intenance, for example, 
shOuld a State's calculated own source 
average aggregate intergovernmental 
trnnsfers til units of local government 
(over the appropriate periods) be less 
than such transfers as calculated for the 
base period, the difference (as defined In 
paragraph (b) (3) of this section) shall 
constitute the future indicated reduction 
in that State's entitlemenl; unless such 
State can document to the Secretary that 
the fact or amount of nonmalntenance 
as determined by application of the for­
mula is inaccurate. 

(c) Alternative procedUre, If the Sec­
retary shall determine that application 
of the formula set forth In paragraph (b) 
of this section In a particular case pro­
vides an inaccurate or unfair measure of 
transfer efforl;, then any formula, pro­
cedure, or method deemed equitable by 
the Secretary, may be utilized to measure 
such transfer effort for the purpooe of 
implementing the maintenance provi­
sion. 

(d) Adjustment where State assumes 
responsibility jor category 0/ expendi­
tures. If the State government establishes 
to the satisfaction of the Secretary that 
since June 30, 1972, it has assumed re­
sponsibility for a category of expendi­
tures which (before July I, 1972) was the 
l'esponslbilil;y of local governments lo­
cated In such Stal;e, then, the aggregate 
amount taken Into account under para­
graph (a) (2) of this section shall be 
reduced to the extent t.hat Increased 
State governmeht spending (out of I'.s 
own sources) for such category has re­
placed corresponding amounts which for 
the I-year period beginning July I, 1971 
(or that State's fiscal year ending on or 
immediately prior to the end of such 
period) It transferred to units of local 
government. 

(e) A.djustment where new taxing 
powers are con/erred upon local govern­
ments. If a State establishes to the satis­
faction of the Secretary that since June 
30, 1972, one or more units of locnl gov­
ernment wlthillsuch State have had con-
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ferred upon them new taxing authority, 
then the aggregate amount taken into 
acco~nt under pamgraph (a) (2) of tlus 
section shall be reduced to the extent of 
thc larger of-

(l) An amount eCluai to the amount of 
the taxes coUected by reason of the exer­
cIse of such llew taxing authority by such 
local governments, or . 

(2) An amount equal to the amount of 
the loss of revenue to the state by reason 
of such new taxing authority being COll­
felTed on such local governments. 
No amount shall be taken into con.sider-
atlon under paragraph (e) (1) of ,thiS sec­
tion if such new taxing autnorlty is an 
increase In the authorized mte of tax 
under a prevlouslv authorized kind of tax, 
unless the state is determined by the 
Secretary to have decreased a related 
state talt, " , 

(f) Special rule /01' penoe! begmnl1!g 
July 1, 1973. In the case of the entitle­
ment period beginning ,1uly 1, 1973, the 
prcceding entitlement pe~iod for purposes 
of pamgt'aph (a) (1) of this section shall 
be treated as being the I-year period be­
ginning July I, 1D72, or that State's fiscal 
year which ends prior to June 39, 1~73., 

(g) Special T1Ilc for penod. ocgmmng 
July 1, 1976. In the case of the entitle­
ment period beginning July 1, 1976, and 
ending December 31, 1976, the aggregate 
amount taken into account under para­
graph (a) (1) of this section for the pre­
ceding cntitlement period and the aggre­
gate amount taken into account under 
paragraph (a) (2) of this section shall be 
one-half of the amounts which (but for 
this paragraph (g» would be takcn Into 
account. 

(11) Report by Governor. Pursuant to 
the authority of § 51.10 and in ?rder to 
effect comilliance with this sectlOn, t~e 
Governor of each State shall submit ,0 
the Secretary within 90 days after the 
end of the State's fiscal year, on a form 
to be provided, the aggregate transfers 
from own source revenues to units of lo­
cal government for those entitJemex:t 
periods or that State's fiscal years specI­
fied on the report: 

(1) The state's own source revenues. 
(2) The state's total revenues. 
(3) The State's own source tmnsfel's to 

units of local governmcnt. 
(4) The Stale's total tmnsfers to units 

of local government. 
(i) Reduction in entitlement. If the 

Secretary has reason to beHeve tha t pal'­
a~l'U1Jh (a) of this section requires a 
reduction in the enLitlement of any State 
government for any entitlement period, 
he shall give reasonable notice and op­
portunity for hearing to the State. tf, 
thereafter, he determines that llal'agl'aph 
(a) of this section requires the l'eduction 
of such entitlement, he shull also dcter­
mine the amount of such J'eduction and 
shall notify tho Governor of such State 
of such determinations and shall with­
hold from subsequent payments to such 
State government lmder this subtitle an 
amount equal to such reduction. 

(i) Tralls/er to general Junel. An 
amount equal to the :t'eduction in the en­
titlement of any state government which 
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results from the application of this sec­
tIon (after any judicial revIew) shall be 
transferred from the Secretary's Trust 
Fund to the general fund of the TI:eaSUry 
on the day on which such reductIOn be­
comes final. 
§ 51.27 Optionul formlll". 

Ca) In general. A State government 
may by law provIde for the allocation of 
entitlement funds among county areas, 
or among units of local governm~n t 
(other than county governments, IndIan 
tl'ibes, and Alaskan native vlllages): (1) 
On the basis of the populatIon n1tlltiplleel 
by the ~eneml tax effol't factors of such 
areas or units of local governments; or, 
(2) on the basis of the population multi­
plied hy the l'elatlve income factors of 
such areas or units of local gOVer~l1ent; 
or, (3) on thc basis of a combin.atton of 
those two factors. Any state wInch pro­
vIdes by law for such a variation in the 
allocation formUla provided by subsec­
tions 108(£1) or In8(b) (2) and (3) of 
the Act, slwll notify the Secretary of 
such law not later than 30 days before 
the beginning of the first entitlement 
pcriod to which such law is to apply. Any 
such law shall : 

(1) Prflvide for allocating 100 percent 
of the itggrcgate amount to be allocated 
under subsections 108(£1) or 108(b) (2) 
and (3) of the Act; 

(2) Apply uniformly throughout the 
state; a11(l 

(3) APply durIng the period beginning 
all the first day of the first entitlement 
pC! iod to which 1t applles and ending 011 
December 31,1976. 

(b) Single legislation required. If a 
state government alters its county area 
allocation formula or its local govern­
ment allocation formula, or both, su~h 
alterution may he made only once and 
must be made in the same legislative 
enactment. 

(cl Certijication reqltil'ed. Paragraph 
(a) of this section shall apply within a 
State only if the Secretary certlfies thut 
the State law complies with the require­
ments of such paragraph. The Secretary 
shall not certify any such law with re­
spect to which he receives notification 
Intel' thnn 30 days prior to the first 
entitlement period during which it is to 
aPll1y. 

§ ;>1.23 .\djU'IIlH'1l1 of d,lIn fdCIOI'S. 

The data factors and data definitions 
used in computing entitlements tmder the 
Act for any enUtlement period wm he 
made available to each state govel'l1ment 
and unit of local government as soon as 
practicable. Each such goVernmCl;t will 
be given a reasonable opporttll11ty to 
question those data factors by providing 
the Department with factual documenta­
tion demonstrating evidence of errol'. If 
the Secretary determines that any data 
factors used were erroneous, necessary 
adjustments will be made. Data factors 
which are uscd for mOl'C than one cn­
titiemellt pcriod will be subject to chal­
lenge und adjustment only for the first 
ent,itlement perIod in which they were 
used. 

§ 51.29 AdjllslIHeIlt for nl,nxinnnu ntHI 
llJiniJuuul p('r cllpilU cnllllclllcnl; 100 
I)Crccnt (·ritcrioll. 

(a) County area ma,ximU1Jt and mini­
mum 1Jer capita entitleme1lt-(1) .[Jt 
general. Pursuant to section 108 (b) (6) 
of the Act, the per c8.pita amount allo­
cated to any county area shall be not 
less than 20 percent, nor more than 145. 
percent, of two-thirds of tIle amount 
allocated to the state under section 106 
of the Act, cUvided by the population of 
that State. 

(2) One iLundred forty-five-percent 
Tule. If a county area allocation Is greater 
than the 145-percent l1mit, its allocation 
shall be reduced to the 145-percent level 
and the resulting surplus shall be shared 
proportionately by all remaining uncon­
strained county areas. 

(3) Twenty-percent rule. If, after the 
application of pamgmph (a) (2) of this 
section a county area allocation is less 
than tl~e 20-perccnt linlit, its allocation 
shall be incl'eased to the 20-11Cl'Cent level 
and the resulting deficit shall be shared 
proportionately by aU remaining uncon­
strained cOlmty areas. 

(b) Local government ,ot/!er than a 
cou.nty government) -(1) In general. 
Except as provided below, the per-capita 
a~ount allocated to any mut of local 
government (other than a county govern­
ment) shall be not less than 20-percent, 
nor more than 145-percent, of two-thirds 
of the amount allocated to the state 
under section 106 of the Act, divided by 
the population of that State. 

(2) One Imne!rlld. forty-jive-percent 
nLle. H a mut of local government is al­
located an amount greater than the 145-
percent linut, its allocation shall be re­
duced to that level. 

(3) Twenty-percent Tule, If a unit of 
local government is allocated an amount 
less than the 20-percent Unut, its alloca­
tion shall be 1ncreasec\ to the lower of 
the 20-percent limit or 50 percent of the 
sum of that lmit's adjusted taxes and 
transfers. 

(c) One /!ltndrccl-1Jercent criterion. If 
the amounts allocated to recipient gov­
ernments of a State do not total~OO 
percent of the amount allocated to tnat 
State the amount to be allocated to 
county areas shall be ~djusted appro­
priuteiy, and the allocatlOn process shall 
'oe 1,meated until the amounts allocated 
to recipient governments of a State total 
100 percent of the amount allocated to 
that State. 

Subpart D--Prohibition and Restrictions on 
Use of Funds 

§ :;1,30 Mull'hill!! fUllds. 
(al In gencl'al.-Entitlement funds 

may not be used, directl:,' 01' indircctly, 
as a contribution in oreler to obtain any 
Federal funds under uny Federal pro­
gram. The Indirect use of en.tltlement 
[unds to match Fecieral funds IS defined 
to mcan the allocation of entitlement 
funds to a nonmatching expenditure and 
thereby releasing or displacing local 
funds 'vhlch are used fol' the purpose of 
matching Federal funds. This prohibition 
on use of entitlement funds as matching 
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funds applies to Federal progrtulls where 
Federal funds are required to be matched 
by non-Federal funds and to Federnl pro­
grams wltich allow matching from either 
Federal 01' non-Federal funds. 

(b) Secondary recipients.-The prohi­
bition of paragraph (al aplllics to n re­
cipitmt government's entitlement fU.nds 
which are tran,~ferre<l by it to [Illother 
governmental unit or private organizn­
tion. A violation of this section by a sec­
ondary recipient shall constitute n viola­
tion by t,he recipient government and the 
penalty provided by subpa:'ugraph (f) of 
this section shall be impused on the l'e­
cipient government. 

(c) Certificatiol~ reqllil'cd.-Pursuant 
to § 51.12, the chief executivtl officer of 
each recipient goverlUllent must certify 
to the Secretary that entitlement funds 
received by It have not been used in vio­
lation of this section. 

(d) I1ICreased State or local govern­
ment revcnues.-No recipient govel'll­
ment shall be determined to have used 
fWl(ls in violation of paragraph (a) of 
this section with respect to any funds 
received for any entitlement period (or 
during Its fiscal year) to the extent thnt 
net revenues received by It from its own 
sources during such period exceed the 
net revenues received by it from Its own 
sources during the l-r,ear period begin­
ning July 1, 1971 (or its fiscal year end­
ing during the same period) . In the case 
of the entitlement periods of 6 months, 
one-half of such net revenues shall be 
measured. 

(e) Presumptions oj compliance.-No 
recipient government shall be determined 
to hnve used entitlement funds in viola­
tion of the Indirect prohibition of para­
graph (a) of this section to the extent 
that: 

(1) The expenditure of entitlement 
funds wns accompanied by an aggregnte 
Increase in nonmatching fWlds expendi­
tures. 

(2) The receipt of entitlement funds 
permitted that government to reduce 
taxes: Provided, Nonentitlement revenue 
Is sufficient to cover all matching funds 
contributions. 

(3) The matching funds contribution 
in Question Is accounted for by an In­
kind contribution which was not financed 
directly or indirectly with entitlement 
funds. 

(f) Determi1Ultion by Secretary 0/ the 
Treasury. If the Secretary has reason to 
believe that a recipient government has 
used entitlement funds to match Fecleral 
funds In violation of the Act, the Secre­
tary shnll give such government notice 
and opportunity for hearing. If the Sec­
retary determines that such govel'1lment 
has, in fact, used funds in violntion oC 
this section, he shall notify such goveru­
milnt of his determination ann 8ha11 re­
Quest t~payment to the United States 
of an amoull'i equal to the funds so used. 
To the extent that ouch government falls 
to repay Buch amount, the Secretary shall 
withhold from subsequent el1tltlement 
payments to that government an amount 
of entitlement funds equal to the funds 
used In violation of this section or, If 
this method Is Impracticable, the Se~-
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retary may refer the matter to the At­
torney General for appropriate civil 
action. 

(g) Use 01 entitlement funds to supple­
mcnt Fcderal grant funds. The prohibi­
tion on usc of entitlement funds con­
tained in pnmgmph (al of this section 
does not preyent the use of entitlement 
funds to supplement other Federal grant 
funcis. For eXample, if expenditures for 
n project ,)xceed the amount nl'allable 
from non-Federal funds plus matched 
Federal funds, the recipient government 
may usc entitlement funds to defmy the 
excess costs: Prol'ided, hOlL'el'cr, That 
the cntitlement funds arc not used to 
mntch other Federal fWlds: And Pro­
vided !w·the,', That in the case of a unit 
of local government, the use of entitle­
ment funds to supplement Federal grants 
Is restriC\,ed to the category of expendi­
tures as set forth In § 51.31. 
§ 51.31 Permissible c"I'PI.di!lI.·'·s, 

(a) In general. Entitlement fWlds re­
ceived by WlitS of local govel'llment may 
be used only for priority expendltw·es. 
As used In this part, the term "priority 
expendlt lU'es" means: 

(1) Ordinary and nccessnry main te­
nance and operating expenses for-

m Public s!lfety (lnclurling law en­
forcement, fire protection, and bulldillg 
code enforcement) : 

(iD Environmental protection (in­
cluding sewage disposal, sanitatioll, [md 
pollution abatement) ; 

(ill) Public transportation (Including 
transit systems and streets and roads) ; 

(iv) Health: 
(v) Recreation: 
(vi) Libraries; 
(vii) Social services for the poor or 

aged; and 
(viii) Financial administration, and 
(2) Ordinary a.nd necessa.ry capital 

expenditures authorized by law. No unit 
of I'Jcal government may use entitlement 
funds for nOllprlorlty expendItures whI~h 
are defined as any expenditures other 
than those included in paragra.ph (n) (1) 
and (2) of this section. PlU'suant to 
§ 51.12, the chief executive officer of each 
unit of local govel'llment must certify to 
the Secretary that entitlement funds re­
ceived by It have been used only for 
priority expenditures as required by the 
Act. 

(b) Use 0/ entitlement funds Jor debt 
retirement.-The use of entitlement 
funds for the repayment oC debt. Is a 
permissible expenditw'e provided Lhr,t: 

(1) Entitlement funds arc not used to 
pay any Interest Incurrcd becnuse of the 
debt, 

(2) The debt wns originally incurred 
for n priority expenditure purpose as de­
fined In this section, 

(3) The actunl expenditure from the 
proceeds of t.he indebtedness O.e., for 
mnterials, contractors, etc.) was ma{}e on 
or after January I, 1972 (the beginning 
of the first entitlement period), 

(4) The actunl expenditures from the 
proceeds of the indebtedness were not In 
violation of any restrictions enumerated 
in tilts subpal·t, 

(cl EOcrt oj nonc01ltpZiance.-In the 
case of n unit of local government which 

uses an amowlt of entitlement funds for 
other thnn priority expenditures Il.S de­
fined in paragraph (a) of this section, It 
will pny over to the secretary (for deposit 
in the general fund of the Treasury) an 
amount equnl to 110 percent of any 
amount expended In vlolntion of para­
graph (a) of this section, wlless such 
alllotul~ of entlt1cll~ent funds is promptly 
repaid to the trust fw] d of the local 
government after notIce by the Secre~ary 
and opportwlity for corrective action. 
§ 51.32 Disrrituillalion. 

(a) Discrimination 1Jrohibited. No per­
son In the United States shall, on the 
ground of race, color, national origin, or 
sex, be excluded from Pluticipa.tIon in, be 
denied the benefits of, or be subjected to 
discrimination under, any program or ac­
tivity funded in whole or In part with 
entitlement funds made nvailable pur­
suant to subtitle A of title I of the Act. 
For purposes of this section "progmm or 
adivity" Is defined HS 1U1Y fWlction con­
ducted by an Identifiable administrative 
unit of the recipient government, or by 
nny unit of government or privnte con­
trador receiving entitlement funds from 
the reCipient government. "Funded In 
whole or in part with entitlement funds" 
means that entitlement funds In any 
amount have been trnnsferred from the 
recipient government's trust fund to an 
idcntHiable adminislrniive unit and dis­
bursed In n program or activity. 

(b) Specific di~criminatory actions 
1Jroltibited. (1) A recipient government 
may not, under any progrnm or activity 
to which the regulations of this section 
mny apply, directly or through con­
tl'llctual or otLer nrrartgements, on the 
grounds of race, color, nntional origin, or 
sex: 

(i) Deny any service or oti'.!lr benefit 
provided under the progrnm or activlt.y. 

(ill Provide any service or other bene­
fit which Is different, or Is provided In a 
different form from that provided to 
others under the program or activity, 

(llil Subject to segregated or separate 
treatment In ally facilley In, or In any 
matter (}r process related to receipt of 
any serVice or benefit under the program 
or nctivity. 

(iv) Restrict In any way the enjoyment 
of any advnntage or prlvUoge enjoyed by 
others receiving any service or benefit 
under the program or nctivlty. 

(vl Treat an Individual differently from 
i:lthers In determining whether he satis­
fies any admission, enrollment, eHgiblllty, 
membership, or other requirement or 
condition which Individuals must meet 
in order to be provided any service or 
other benetlt provided under the pro­
gram or nctivlty. 

(vi) Deny an opportunity to participate 
1n n progrnm or activity as an employee. 

(2) A rcciplent government may not 
utilize criteria or methods of admlnls­
trntion whIch have the effect of subject­
ing Individuals to discrlmlnntion on the 
basis of mee, color, national origin, or 
sex, or have the effect of defeating or sub­
stantially inlpalrlng nccolllplishment of 
the objectives of the program or activity 
with respect to Individuals of a particu­
lar race, color, national origin, or sex. 
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(3) A recipient governm~nt In deter­
mining the site or lomtlon of faclllties 
may not make selections of such olte or 
location which have the eIfect of exclud­
Ing incUvlduals from, denying them the 
benefits of, or subjecting them to dis­
erhnination on the grounds of race, color, 
national origin, or sex from, the benefits 
or an activity or program; or w1llch have 
the purpose or effect of defeating 01' sub­
stantially Impulring the uccompllshment 
of the objectives of the Act and of this 
section. 

(4) A recipient government ~hallllot be 
prohibited by this s~ctlon from taking 
any action to ameliorate an ilnbalancc In 
services or faclliUes provlcled to any geo­
graphic area or specific groull of persons 
within Its jurlsdiclion, where the purpose 
of such action Is to overcome prior clls­
criminatory practice or usage. 

(51 Notwithstanding anylhing to the 
contrary In this section. nothing C011-
talned herein shull be constrt10d to pro­
hibit any rerlillent govcrllnll'11t from 
muintaining 01' constructing separule 
living fucilities 01' rest room facilities for 
the cUIferent sexes. Furthermore, s~lec­
tlvity on the busis of sex Is not Jlrohib­
ited when instltutiouul or ('ustodial 
services cun properly be Jlerformed only 
by a member of the ~ume Rex U" the 
recipients of Lhe s~rvlc~s. 

(c) Assltrances requirecl. Pursuunt to 
§ 5l.Iorb), each Govcrnor of a Slale 01' 
chief executive officer of a unit of local 
government sholl include, in the assur­
unces Lo the SeeretatT required by that 
section, a statement thut all llrogram~ 
and uet IvlUes fund~d in whole or in part 
by entiLlemcnt funds will be condul'INi in 
compliunce with the rcquircJlll'nts of tills 
section. Such ussurunces shall be in a 
form prescribecl by the Sl'crctar~·. 

(cll Complaints ancl inl'<',Ugations. 
An~' pcrson who bellel'os himself, or uny 
specific class of 11crS0l1S who believe 
tlwmselves, to b~ sub.ipclt'd to dlsclimi­
nat ion prohibited by thlq sec' lion, muy by 
himself or by a representul!ve JlIe with 
the Secretury a wrltt~t1 report setting 
forth the nuture of tho discrimination 
alleged and the fucls upon which the u1-
legtttion h' based. The Secrellu'y shaH ud­
vise lhe chief executive officl'1' of the 
recipient governmcnt of the receipt of 
such report. If the Secretury hm; rca~on 
to believe that the l'cport shows a re­
cipient government hus failed 10 comply 
with the llrovlsions of this purl. he will 
CllUSC It promJlt Invcstigation to bc mude 
with rCsllcet to the fuets und circum­
stances alleged In the rcport unt! with 
respect to the [lrogrnm or uctivlty con­
cernecl. Such Investigation muy be mude, 
if neeessarl', with the u~sistance of com­
plainants or of the recillCnt governlllcnt. 
No represen\',atll'e of n. recipient govern­
ment nor uny of its a!wnclcs shull in­
timldute, threaten, coerce, 01' cllscrll11i­
nutc ugal!~st uny person 01' class of per­
sons because of tcstimony, ussistunce, or 
partlciputlon In un Investlr,atio)1, pro­
ceeding, or hearing 1U1der this ,eetlon. 

(e) C01l!11lia7lcc 1'N,icl!'s. The Scere­
tUl'y shall monitor und determine com­
pllunce of recipient govcrnments with 
the requirements of lhls section unc1 of 

115 
the Act. Compliance !'eviews wlll be 
undertaken from time to time, as aPllro­
priate, at the discretion of the Secretary. 

(f) ProcecllLre JOT effecting compli­
ance, (1) Whenever the Secretary deter­
mines thut a recipient government hus 
fa!led to comply with this section, he 
shall notify the chief executive officer of 
such recipient government and the Gov­
ol'nol' of the State in which SUCll gov­
ernment is located of the noncom­
pliance and shall request the Govcmor 
to secure compliance. if within a rea­
sonable time, not to exceed 00 days, the 
Governor fulls, or refuses to secure com­
pliunce, the Secretary is authorized: 
(\) To refer the matter to the Attorney 
General of the United States with a rec­
ommendation thut an apJlropriate civil 
action be Instituted; (il) to exercise the 
powers and functions and thc admlnis­
tro.tive l'enlctlle~ l'i'uvhlutl by Titlo VI of 
the Civil Right.s Act of 1004 ('12 U,S.C. 
2000d) ; or (iii) to tuke such other uction 
us muy be uuthorizcd by law, 

(2) No action to cffeet compllunce with 
this section by any other meuns author­
ized by law shull be tuken by the De­
purlment until: 

(j I The Secretary hus determined thut 
comJlllunce CUlUlOt be secured by vol un­
tal'y means, une! the recipient go\'ern­
m"nt has been notified of such deter­
minution; and 

(Ii) 'rhe eXlliration of at leust 10 duys 
from the mailing of sut'h notice to the 
reeiplcnt govel'l1men t. During tllis period 
of at least 10 days, adcUtionul efforts may 
be made to persuade the recipient gov­
omment to comply with this rcgulution 
and to take such corrective action us 
muy be allllrollriutc. 

(3) An ordcr pursuant to Title VI of 
the Civil Right.s Act of 1004 tcrminating 
01' refUsing to r.rant or continuc entltle­
nwnt lluymcnt.s or demanding the for­
feiturc, repayment 01' withholding of 
entitlcml'nt funds shall becomc eIfeclivo 
only aftcr the procedurcs In pamgl'l\Ilh 
(fJ (1) of this scction huve been compiled 
with und: 

(i) 'rhe Secretary has udvised the re­
cipient governmcnt of U.s failure to com­
Illy und has dctermincd that compliance 
cannot be secured by voluntary meuns; 

(l! 1 There' has bcen un express finding 
on the rccord, ufter such notIce pre­
scribed in this section, und after oppor­
tunity for heUl'lng, of a fuilure by the re­
cipient govcrnment to comply with a 
rcquirement imJlosed by or uIlder tllis 
part; 

!Ill) The action has been alllH'ovcd 
by the AN'rclhr:,;; und 

(il'l Thirty daYfi have ehtpscd uftC'r 
thc Secretary hus filed with tile Com­
mittee on W,tyS ane! MelU1R of the IIouse 
of Representatives und the Committee on 
Finance of the Sonate a full \\'ritt~n re­
port of the circumstunces ancI tlle 
grounds fOl' sucll uction; and 

(v) The forfeitUre or rcpayment of 
cntitlemcnt funcls shall be limited to the 
pC\rllctllur rcciplent government us to 
whom a findinl! of noncompliunce is 
mude with this see Lion and shull be 
limited to the Ilrogl'Um or actiVity In 
whil'h rmel! noncompliance hus been so 

found. The umount of entitlement 1unds 
as are forfeited by the recipient govern­
ment shaH be reflected in a downward 
udjustment to future entitlement puy­
ments und shuH be deposited in the gen­
eral fund of the 'rreasury. If the Sec­
retary determines that adjustment to 
future entitlement payments is impl'Uc­
Ucable, he may refer the mutter to the 
Attorney Genom! for appropriate civil 
uction to require repayment of such 
amount to the United States. Further­
more, the Secretary shull withhold pay­
ment of all entitlement funds to a recipi­
ent government for which there has been 
a finding of noncomllllance until such 
time that he is sutisfied that such go v­
Or!lment wlll comply with the provisions 
of this section. 

(g) Delegation. The Secretury muy 
from time to time assign to officials of 
the DUihutment, 01' tu uffichtls uf oLlwr 
clCllartments or agencies of the Govern­
ment with the conscnt of such depart­
ments or agencies, responsibillties in 
conncction with the effectuation of the 
purposes of this secLion ('Jther thun the 
review of initiul deCision of the adminis­
trative luw Judge) including the uehleve­
ment of effective eoordinution within the 
executive brunch in the implementation 
of Title VI of the Civil Rights Act of 1064 
(42 U.S,C. 2000d). 

th) IIearing 1ll'Dccclure. Whenevet· a 
procedure which requires due notice and 
opportunity for hearing Is involved by 
the Secretary to effect compliance under 
this section, the proceduml regulations 
promulguted In Subpart F of this purt 
shull govcrn. 
§ 51.33 '~'age rilles and lulior standards. 

(u) Construction laborers CI1ul me­
chanics. A recipient government which 
receives entitlement flU1ds tlI1der the Act 
shull require that all luborers Ulid me­
chunlcs emllloyed by contmctors 01' sub­
contructors in the perfot1nance of work 
on any construction project, 25 percent 
01' morc of the costR of which project urc 
puiel out of Its entitlement funds: (1) W!IJ 
be lliild wuge, at rates not less than those 
ilrevalling on similar construction in the 
locality us determined by the Secretary 
of Lubor in uccordance with the Duvls­
Bacon Act us amencled (40 U.S.C. 270a-
276a-'j); und, (2) wlll be covered by 
lubor stundurds specified by the Secretary 
of Lullor pursuant to 20 CFR Parts 1, 3, 
5, and 7. 

(b) Request jor wage clctcrmi1lC!lion. 
In slt;u~t1ons where the Davls-Bucon 
standards ure uppllcable the recipient 
government must file with the regional 
offire of the U.S. Dcpurtment of Labor, 
a Standard Form 308 requesting a wuge 
determlnutlon fol' euch Intended llrojcct 
llt lrast 30 clays before the invitation for 
bids, und must uscertuin that the wage 
determlnutlon i~sued und the contl'at,t 
clauses requlrecl by 20 CFH. G.B alld 20 
CPR Qa,a ure Incorpomted In the COI1-
lrnct specifieutlons. The recipient gov­
ernmcnt must ulso sutlsfy itself that the 
stlcce;,sful bidder Is mude awure of his 
labor stundards responsibilities Mder 
the Dcwls-Bueon Act, 

<()) Government eUl.ployees. A recipient 
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government whith employs individuals 
whose wages are paid in whole or in part 
from entitlement funds must puy wages 
which are not lower than the prevailing 
!utes of pay for persons employed in siln-
11ar pub:Jc occupations by the same em­
nloyer. However, this subsection shall 
apply with respect to employees in ·any 
category only if 25 percent or more of 
the wages of all employees of the recip­
ient g01'ermnent in such category are 
paid from the trust fund established by 
it under § 51.40 (a). 
§ 51.3 ~ n('~tl'jl·tioll Oil <,"Xp("IHliIUrefo; .hy 

IndinJl IrihC'l-i nnd Alu"\knn untl\'c 
Yillag~". 

Indian tribes and Alaskan nati1'e vil­
lages as defmad in § 51.2 are required to 
expend entitlement funds only for the 
benefit of members of the tribe or village 
residing in the county area from which 
the allocation of entitlement funds was 
originally made. Expenditures which are 
so restricted will not constitute £I failure 
to comply with the requirement of § 51.-
32(al. 
Subpart E-Fiscal Procedures and Auditing 
§ 51.40 l',.ocedures applicable 10 Ihc 

use of funds. 
A recipient government which receives 

entitlement funds under the Act shall: 
(a) Estublish a trust flUld and deposit 

all entitlement funds received anel all 
interest earnl,d thereon in that trust 
furld. The trust fl1l1d may be established 
on the books and records as a separate 
set of accounts, or a separate bank ac­
count may be established. 

(b) Usc, obligate, or appropriate such 
funds (including any interest earned 
thereon while in such trust fund) within 
24 months from the end of the entitle­
ment period to which the check is appli­
cuble unless approval is obtained from 
the Secretnry for £I longer period within 
which the funds may be utilized. All 
extension of time in which to utilize the 
funds must be obtained by application to 
the Secretary. Such application will set 
forth the facts and circumstances sup­
porting the lleed for more time and the 
amount of aciditional time requested. The 
Secretary may grant such extensiollE of 
time l1S in his judgment appear neces­
sary or approprlute. 

(e) PJ·ovide for the expenditure of en­
titlement funds in accordance with the 
laws and procedures applicable to the ex­
pencliture of its own revenues. 

(el) Maintain its fiscal accounts in £I 
lllanner sufiicient to: 

(1) PermiL the reports required by the 
Secretary to be prepared therefrom, 

(2) Document compliance with the 
matching funds certification, and 

(3) Permit the tracing of entitlement 
funds to £I level of expenditure adequate 
to establish that such funds have not 
been used in violation of the restrictions 
and prchibitions of this part. 

The accounting for entitlement funds 
shall at £I minimum employ the same fis­
cal accounting und internal audit pro­
cedures as are used with respect to ex­
penclltul'cs f1"om revenues derived from 
the recipient government's own sources. 
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(e) Provide to the Secretury nnd to the 
Comptroller General of the United 
Stutes, on reasonable notice, access to 
and the right to <;xamine such books, 
documents, par ers or records as the Sec­
retary may reasonably require for the 
purpose of reviewing compliance with 
the Act and the regulutions of this part 
or, in the case of the Comptroller Gen­
eral, as the Comptroller General may 
reasonabl.\' require for the purpose of re­
viewinG '·0l'1pliance and operations 
urlder the Act. 
§ 5] .·11 .Auditill~ :nul C'Y:lll1alion; ~rOlH' 

of audits. 

(a) In general. The Secretary shall 
provide for such auditing and evalua­
tion as may be necessary to insure that 
eXPe!.ditures of entitlement funds by re­
cipient governments comply with the re­
quirements of the Act and regulations of 
tllis part. Detail audits, re1'iews and 
evuluations may be made on £I sample 
basis through inspection of records, and 
of reports required under subpart B of 
this part, and through on-site examinu­
Lions, to determine whether the recipient 
governments have properly discharged 
their financial responsibilities and to 
evaluate compliance with the Act and 
the regulations of this part. 

(b) SC01Je 0/ audits. The scope of selch 
audits may include £I review of entitle­
ment fund transactions, accolmts and 
reports. 1.1 addition, the scope of such 
audits may include an examination of 
the following areas: 

(1) Compliance with assurances made 
lUlder § 51.10. 

(2) Compliance with the reqnirement 
that States must maintain transfers to 
local governments as required b.\' section 
107(b) of the Act. 

(3) Compliance with the reporting re­
quirements and accuracy of the reports 
subnlitted to the Secretary as set forth 
in Subpart B of tins pui t. 

(4) Accuracy of fiscal datu reported to 
the Burea'..! of the Census. 

(5) Accuracy of the public records re­
quired under § 51.13 (c). 

(c) Reliance on state and local gov­
ernment audits. It is the intention of the 
Secretary to rely to the maximum extent 
possible on audits of recipient govern­
ments by State and local government 
auditors und independent public ac­
cOlUltants The Secretary may accept 
such audits when in his judgment this 
may reasl)l1ably be done consistent with 
the provisions of the Act and regulations 
of this part, and provided: 

(Il Audits arc performed in accord­
ance with generally uccepted auditing 
standards. Recipient governments are 
encouraged to have such audits per­
formed, to the extent they consider prac­
ticable, in uccordunce with standurds for 
the Audit oj Governmel,tal Organiza­
tions, Program.s, Activilie , and FUnctions 
issued by the Comptroller General in 
June 1972. 

(2) Audits include coverage as set 
forth in parugraph (b) of this section. 

(3) Audit workpapers and related 
uudit reports are retained for 3 .\'ears 
after the Issuance of the ml~it report, 

and are available upon request to the 
Secretary and the Comptroller General 
or'to their representatives; and, 

(4) Audit reports shall contain a clear 
statement of the auditor's findings as to 
compliance or noncompliance with the 
requirements of the Act and the regulu­
tions of this part. In the event that an 
uudilor is unable to review compliance 
with all of the provisions of paragraph 
(b), the audit report shull reflect those 
areas in which £I compliance re1'iew was 
not performed. Audit reports which 
disclose or otherwise indicate a possible 
failure to comply substantially with auy 
requirements of the Act or the regula­
tivns of this part will be submilted to the 
SeCI ctary b;' the Governor or chief ex­
ecutive ofiicer. 
Subpart F-Proceedings for Reduction in 

Entitlement, Withholding, or Repaymilnt 
of Funds 

§ 31.50 Seopc of 511hpl1rl. 

The regulations of this subpart govern 
the procedure and practice requirements 
involving adjudications where the Act 
requires reasonable notice and oppor­
tunity for heming. 
§ 51.51 Liberal conslrnclion. 

The regulutions in this subpart shall 
be liberally construed to secure j,,~t, ex­
peditious, and efficient cletermination of 
the issues presented. The Rules of Civil 
Procedure for the Distlict Com"is of the 
United Stutes, where applicable, shall be 
a guicle in allY situation not provided for 
or controlled by this subpart, but shall be 
liberally construed or relaxed when 
necessary. 

§ 51.52 Reasonablc JlOlil·c I1nd Ol'POl"­
Inni.y COl' hearing. 

Whenever the Secretary has reason to 
believe that a recipient govermnent has 
failed to comply with any section of the 
Act or of the provisions of this part, and 
that repayment, withholding, or reduc­
tion in the amoun!; of an entitlement of 
a recipient government is required, he 
shall give reasonable notice and oppor­
tunity of hearing to such government 
prior to the invoca.tion of any sllnction 
lUlder the Act. 

§ 51.53 OppOl"l1Inily for complil1lH·e. 

Excep!; in proceedings involving will­
fulness 01' those in which the publ.lc in­
terest requires otherwise, a proceeding 
under this part will not be institubd 
until such facls or eoncluct which muy 
warrant such action Imve been called to 
the attention of the chief executive of­
ficer of the recipient govcrnment In writ­
ing and he has been accorded an oppor­
tunity to demonstrate or achieve com­
pliance with the requirements of the Act 
and the regulutions of this purl.. If the 
recipient government fails to meet the 
requh·ements of the Act and regulations 
within such reasonable time as may be 
specified by the Secretury, a nroceeding 
shull be initiated. If the recilJient gov­
ernment Is a unit of local government, £I 
copy of all written comlc11nications re­
gareling the alleged violutlon shall be 
transmitted by the Secretary to the <;'lov-
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('rnor of the State in which the unit of 
local government is located. 
§ 51.5<1. Institution of ]lrn(·ppdin~. 

A proceeding to require repayment of 
funds to the Secretary, or to withhold 
funds from subsequent entltlement pay­
ments, or to reduce the entitlement of a 
recipient government, shall be instituted 
by the Secretary by a complaint which 
names the recipient government as the 
respondent 
§ 51.55 ConlPnts of ,·oHlIllnint. 

(a) Charges. A complaint ~hall give a 
ph'lin and concise description of the al­
lCliaLions which constitute the Ilasis for 
the proceeding. A complaint shall be 
deemed sufficient if it fairly Informs the 
respondent of the charges against It so 
that it is able to prepare a defense to the 
charges. 

(b) Demand jar answer. Notification 
shaU be given in the complaint as to the 
place and time within which the re­
spondent shall file its answer, which time 
shall be not less than 30 days from the 
date of service of the complaint. The 
complaint shall also contain notice that 
a decision by defaul t w!ll be rendered 
against the respondent In the event It 
fails to file its answer as required. 
§ 51.56 Service 01 compillint lind other 

papers. 
(a) Complaint. The complaint or a 

true copy thereof may be served upon 
the respondent by first-class mail or by 
certified mail, retLU'n receipt requested; 
or it may be served In any other manner 
which has been agreed to by the reRpond­
ent. Where the service Is by certified 
mall, the return Postal Service receipt 
duly signed 011 behalf of the res)londent 
shall be proof of service. 

(b) Service of papers other than com­
plaint. Any paper other than the com­
plaint mcy be served upon the respond­
ent or upon its attOlney of record by 
firs t-class mail. Such mailing shall con­
stitute complete service. 

(e) Filing of papers. Whenever the 
filing of a paper Is required or permitted 
In connection with a nroceeding under 
this part, and the plare of filing is not 
specified in this subpart or by rule or 
order of the adminlstratiYe law judge, 
the paper shall be filed with the Director, 
Omce of Revenue Sharing, Treasury De­
partment, Washington, D.C. 20226. All 
pp.pers shall be filed in duplicate. 

(d) Motions and requests. Motions 
a.nd rcquests may be filed with the dc,ig­
nated administrative law judge, except 
that an application to extend the time 
for filing an answer shall be filed with 
the Director, Office of Reyenue Sharing, 
pursuant to § 51.57 (a). 
§ 51.57 An$w('r; r('f('rrnr to ndruinibh·n .. 

the law judge. 

(a) Filing. The lespondent's answer 
shall be filed In writing within the time 
specified In the complaint, unless on 
application the time Is extended by the 
Secretary. The l'espondent's answer :;hall 
be filed In duplicate with the Director, 
Office of Revenue Sharing. 
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(b) Contents. The answer shall con­
tain a :;tatemellt of facts which con­
stitute the grounds of defense, and it 
shall specifically admit or deny each 
allegation bet forth In the complaint, ex­
cept that the respondent fhall not dcny 
a material allegation ill the complaint 
which it knows to be true; nor shall a 
respondent state that it Is without suffi­
cient information to form a belief when 
In fact it possesses such information. 
The respondent may also state affirma­
tively special matter~ of defeme. 

(C) Failure to de1l1/ 01' anSi!'('/, allf'qa­
lion in Ihe c()mplaint. EVery allegation 
in the cOlllplaint which is not dcnied in 
the answt'r shall be deemed to be ad­
mitted and may be ronsldered us proved. 
and no further evidence in respect of 
such ullega tlon need be adduced a t a 
hearing. 

(d) Failure to file ansu·er. Failure to 
file an answer within the lime prescribed 
in the complaint. except as the time for 
answer is extended under paragraph' a I 
of this section, shall constitute an ad­
ml:;510n of the allegations of the com­
plaint and a waiver of hearing. and the 
administrative law judge sho.1l make his 
findings and decblon by default without 
a hearing or fUrther procedure. 

(e) Reply to answer. No reply t{) tile 
respondent·s answer shall be required, 
and new matter In the answer shall be 
deemed to be denied, but tile Secretary 
may file a reply in his discretion and 
shall file one if tile administrative law 
judge so requests. 

(f) Re-'erral to adminisiratit·1' law 
judgf'. Upon receipt of the answer by the 
Director. or upon filing a reply If one 
Is deemed nece,~ary. or upon fallure of 
the respondent to file an answer within 
the Lime llrescribed in the romplamt or 
as extended under paragraph (a) of this 
section, the complaint .and answer, if 
one is filed) shall be referred to the ad­
ministrative law judge who shall then 
Pl'Occed to set a time and placl' for hear­
iIlg and shall serve notice thereof upon 
the parties at least 15 days in advance 
of the hearing date. 
§ 31.38 SUI'pIPII1elltnl l'harI'lP'. 

If it appears that the respondent in 
its ans,,'cr falsely and in bad faith. denies 
a material allegation of fact In the com­
plaint or states that It has no knowledge 
sufficient to form a belief, when In fact 
it does possess ~urh Information, or if it 
appears that the respondent has know­
ingly introduced false testimony during 
the proceedings, the Secretary may 
thereupon file supplemental charges 
against tile respondent. Such supple­
mental charges may be tried with other 
charges In the case, provided tile re­
spondent i;; given due notice thereof and 
is afforded an opportunity to prepare its 
defense thereto. 
§ 51.59 Proof; Ynriill1('p: UUH'luhllC'nt of 

lll(,:lding~. 

In the case of a variance between the 
allegations in a pleatUng and the evi­
dence addnced In support of the plead­
ing' the administrative law judge may 
order or authorize amendment of the 

pleading to conform to the evidence: 
Provided, The party that would other­
wise be prejudiced by the amendment is 
given reasonable opportunity to meet the 
allegation of the pleading as amended. 
The administrative law judge shall make 
findings on any issue llresented by the 
pleadings as so amended. 
§ 31.60 H'·Ilrcscntnlioll. 

A respondent or Ilroposed respondcnt 
may appear In person through its chief 
executive officer or It may be represented 
by coun~el or other duly authorized rep­
resentative. The SecretarY shall be rep­
resented by the General Counsel of the 
Treasury. 
§ j1.61 ;\tlll1illi~tralhp law jUdgl'; 

ponC"l"s. 

ca) Ap]lointment. An administraUve 
law judge, appointed as provided by sec­
tion 11 of the Administrative Procedure 
Act. (5 U.S.C. 3105), shaH conduct pro­
ceedings upon complaints filed under 
this subpart. 

(b) POlCL'TS 0/ administrative law 
judge. Among other powers provided by 
law, the administrative law judge shall 
have authority, in connection with any 
proceeding under this subpart, to do the 
following things: 

(1) Administer oaths and affirma­
tions; 

(2) Make ruling upon motions and 
requests. Prior to the close of the hearing 
no appeal shaH lie from any such ruling 
except, at the discretion of the adminis­
trative law judge, in extraordinary 
circumstances; 

(3) Dptermlne the time and place of 
heming and regulate its course and con­
duct. III determining the place of hear­
ing the administrative law judge may 
take Into consideration the requests and 
convenience of the responclcnt or its 
counsel; 

(4) Adopt rules of procedure and 
modify the same from time to time as 
occasion requires for the orderly disposi­
tion of proceedings; 

(5) Rule upon oITers of proof, re­
ceive relevant evidence, and examine 
witnesses; 

(6) Take or authorize the taking of 
depositions; 

(7) Rc..'cive and consider oral or 
written arguments on facts or law; 

(8) Hold or plovide for the holding 
of conferences for the settlement or slm­
pJificalion of the Issues by consent of the 
parties; 

(9) Perform such acts and take such 
measures as are necessary or appropri­
ate to tne efficient conduct of any pro­
ceecling; and 

(10) Make inllial findings and 
decision. 

§ 51.6~ IIenrin~s. 

(a) In general. The administrative 
law judge shall preside at the hearing 
on a complaint. TestimonY of witnesses 
shall be given under oath or affirmation. 
Tl1() hearing shall be stenographically 
recorded (111(1 transcribed. Hearings will 
be conducted pursuant to section 7 of 
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the Administrative Procedure Act (5 
U.S.C. 556). 

(b) Failure to appear. If a respondent 
fails to appear at the hearing, after due 
notice thereof has been served upon It or 
upon i~s counsel of record, it shall be 
deemed to have waived the right to a 
hearing and the administrative law 
judge may make his findings and deci­
sion against the respondent by default. 

(c) Waiver of hearing. A respondent 
may waive the hearing by informing the 
administrative law judge, in writing, on 
or befo,e the date set for hearing, that 
It desires to waive hearing. In such event 
the administrative law judge may make 
his findings am! decision based upon the 
pleadings before him. The decision shall 
plainly show that the respondent waived 
hearing. 
§ 51.63 Stipulations. 

The administrative law judge shall 
prior to or at t·he beginning of the hear­
ing require that the parties attempt to 
arrive at such stipulations as will elimi­
nate the necessity of taking evidence 
with respect to allegations of facts con­
cerning which there Is no substantial dis­
pute. The administrative law judge shall 
take similar action, where it appears ap­
propriate, throughout the hearing and 
shall call and conduct any conferences 
which he deems advisable with a view t.:; 
the simplification, clarification, and dis­
position of any of the issues Involved. 
§ 51.6'1 Evidence. 

(a) In general. Any evidence which 
would be admissible under the rules of 
evidence governing proceedings In mat­
ters not involving trial hy jury In the 
Courts of the United states, shall be ad­
missible and controlllng as far as pos­
sible: Provided that, the administrative 
law judge may relax such rules In any 
hearing when In his judgment such re­
laxation would not impair the rights of 
either party and would more speedily 
conclude the hearing, or would better 
serve the ends of justice. Evidence which 
is Irrelevant, immaterial or unduly repe­
titious shall be excluded by the admin­
Istrative law Judge. 

(b) Depositions. The deposition of any 
witness may be taken pursuant to § 51.65 
and the deposition may be admitted. 

(c) Proof of documents. Official docu­
ments, records, and papers of a respond­
ent shall be admissible as evidence 
without the production of the original 
provided that such documents, records 
and papers are evidenced as the original 
by a copy attested or Identified by the 
chief executtve officer of the respondent 
or the custooian of the document, and 
contain the seal of the respondent. 

(d) Exhibits. If any docmnent, record, 
paper, or other tangible or material thing 
Is Introduced in evidence as an exhibit, 
the administrative law judge may au­
thorize the withdrawal of the exhibit 
subject to any' conditions he deems 
proper. An original document, paper or 
record need not be Introduced, and a 
copy duly certified (pursuant to para­
graph (b) of this sectl6n) shall be 
deemed sufficient. 
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(e) Objections. Objections to evidence 
shall be in short form, stating the 
grounds of objection relied upon, and 
the record shall not Include argument 
thereon, except as permitted by the ad­
m!nistrative law judge. Rulings on such 
objections shall be a part of the record. 
No exception to the ruling Is necessary 
to preserve the right of either party to 
the proceeding. 
§ 51.65 n",)ositions. 

(a) In general. Depositions for use at 
a hearing may, with the written approval 
of the administrative law judge, be taken 
by either the Secretary or the respond­
ent 01' their duly authorized representa­
tives. Depositions may be taken upon 
oral or written interrogatories, upon not 
less than 15 days written notice to the 
other party, before any officer duly au­
thorized to administer an oath for gen­
eral purposes. Such written notice shall 
state the names of the witnesses and the 
time and place where the depositions are 
to be taken. The requirement of 15 days 
writtm- notice may be waived by the par­
ties in writing, and depositions may then 
be taken from the persons and at times 
and places mutually agreed to by the 
parties. 

(b) Written interrogatories. When a 
deposition is taken upon written inter­
rogatories, any cross-examination shall 
be upon written Interrogatories. Copies 
of such written interrogatories shall be 
served upon the other party with the no­
tice, and copies of any written cross­
interrogatories shall be mailed by first 
class mail or delivered to the opposing 
party at least 10 days before the date 
of taking the depositions, unless the par­
ties mutually agree otherwise. A party 
upon whose behalf a deposition is taken 
must file It with the administrative law 
judge and serve one copy upon the op­
posing party. Expenses In the reporting 
of depositions shall be borne by the party 
at whose Insta11ce the deposition is 
taken. 

§ 51.66 Stcnographic re<:ord; oath of 
r<'I)Ortcr; trunscript. 

(a) In general. A stenographic record 
shall be made of the testimony and pro­
ceedings, including stipulations and ad­
missions of fact in all proceedings, but 
not arguments of counsel unless other­
wise ordered by the administrative law 
judge. A transcript of the proceedings 
(and evidence) at the hearing shall be 
made in all cases. 

(b) Oath oj reporter. The reporter 
making the stenographic r~cord shall 
subscribe an oath before the administra­
tive law judge, to be filed in the record of 
the case, that he (or she') will truly and 
correctly report the oral testimony and 
proceedings at such hearing and accu­
rately transcribe the same to the best of 
his (or her) ability. 

(c) Transcript. In cases where the 
hearing is stenographically reported by 
a Government contract reporter copies 
of the transcript may be obtained from 
the reporter at rates not to exceed the 
maximum rates fixed by contract be­
tween the Government and the reporter. 

Where the hearing is stenographically 
reported by a regular employee of the 
Department of the Treasury, a copy 
thereof will be supplied to the respond­
ent or its counsel at actual cost of dupli­
cation. Copies of exhibits introduced at 
the hearing or at the taking of deposi­
tions will be supplied to the parties upon 
the pao'ment of a reasonable fee (31 
U.S.C. 483(a) l. 
§ 51.67 P"Ol'osctl filltlill~s ",,,I condu. 

sions. 

Except in cases where a respondent 
has failed to answer the complaint 01' 
has failed to appeal' at the hearing, ", 
has waived the hearing, the nclmlnistm­
tive law judge, prior to making- his ini­
tial decision, shall afrOI'd the parties a 
reasonable opporLunitJ' to submit pro­
posed findings and conclusi.ons and sup­
porting rcasons thercfor. 
§ 51.63 Inilinl tl"dsion of Ihc ,,,Iminis. 

lrutiYl' Iuw judge. 

As soon as practicable after the con­
clUSion of a hearing and the receipt of 
any proposed findings and conclusions 
timely submitted by the parties, but In no 
event later than 30 days after the sub. 
mission of proposed findings and con­
clusions if they are submi tted, the ad­
ministrative law judge shall make his 
Initial decision in the case. The Initial 
decision shall include a statement of the 
findings of fact and the conclusions 
therefor, as well as the reasons or basis 
therefor, 'man all the material issues 
of fact, law or discretion presented on 
the record, and shall provide for one of 
the following orders: 

(a) An order that the respondent pay 
over to the Secretary an amount equal 
to 110 percent of any amount determined 
to be Improperly expended by the re­
spondent in violation of § 51.31 relating 
to priority expenditures; 01' 

(b) An order thnt the respondent pay 
over to the Secretary nn amount equal 
to the amotmt of entitlement funds deter­
mined to be expended in violation of the 
Act and the provisions of this part; 01' 

(c) An order that .the Secretary with­
hold from s\ibsequent entitlement pay­
ments to th(' respondent an amount equal 
to the arr.cunt of entitlement funds de­
termined. to be expended in violation of 
the Act and the provisions of this part; or 

(d) An order that the entitlement of a 
recipient government be reduced and 
the amount of such reduction to be with­
held from subsequent entitlement pay­
ments; or 

(e) An order. dismissing the proceed­
Ings. 

§ 51.69 Certificatioll 1I11t1 trallsmill,.\ 01' 

r('cord 11lHI dcl'ision. 

After reaching his Inl tlal decision, the 
administrative law judge shall certify to 
the complete record hefore him and shall 
Immediately forward the certified record, 
together wi th a certified copy of his Ini tlal 
decision, to the Secretary. The adminls­
trati ve law judge shall serve also a copy 
of the Initial decision by certifled mail to 
the chief executive officer of the respOlld­
ent or to Its attorney of record. 
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§ 51.70 What constitutes record. 

The transcript of testimony, pleadings 
and exhibits, all papers and requests filed 
In the proceeding, together with all find­
Ings, decisions and orders, shall con­
stitute the exclusive record In the matter. 
§ 51.71 Procedure on review or decision 

of administrative law judge. 
(a) Appeal to the Secretary. Within 30 

days from the date of the initial decision 
and order of the administrative law 
judge, the respondent may appeal to the 
Secretary and file his exceptions to the 
lnitlal decision and his reasons therefor. 
The respondent shall transmit a copy of 
his appeal and reasons therefor to the 
Director of the Office of Revenue Shar­
ing, who may, within 30 days from receipt 
of the respondent's appeal, file a reply 
brief in opposition to the appeal. A copy 
of the reply brfef, if one is filed, shall be 
transmitted to the respondent or its 
counsel of record. Upon the filing of an 
appeal and a reply brief, If any, the Sec­
retary shall make the final agency deci­
sion on the record of the administrative 
law judge submitted to him. 

(b) Appeal by the Director 0/ the OfJIce 
0/ Revenue Sharing. In the absence of an 
appeal by the respondent, the Director 
of the Office of Revenue Sharing may, on 
his own motion, within 45 days after the 
initial decision, serve on the respondent 
by certified mall a notice that he will ap­
peal the decision to the Secretary, for 
review. Within 30 days from such notice, 
the Director of the Office of Revenue 
Sharing or his counsel will file with the 
Secretary his exceptions to the Initial 
decision and his supporting reasons 
therefor. A copy of the exceptions shall be 
transmitted to the respondent or its 
counsel of record, who, within 30 days 
after receipt thereof, may file a reply 
brief thereto with the Secretary and sub­
mit a COpy to the Director of the Office 
of Revenue Sharing or his counsel. Upon 
the fiUng of a reply brief, if any, the Sec .. 
retary will make the final agency decision 
on the record of the administrative law 
judge. 

(c) Absence oj appeal. In the absence 
of either exceptions by the respondent 
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or a notice of appeal by the Director of 
the Office of Revenue Sharing within the 
time set forth in paragraphs (a) and (b) 
of this section, Ot a review initiated by 
the Secretary on his own motion within 
the time allowed to the Director of the 
Office of Revenue Sharing, the Initial de­
cision of the administrative law judge 
shall constitute the final decision of the 
Department. 
§ 51.72 Decision of the Secretary. 

On appeal from or review of the initial 
decision of the administrative law judge, 
the Secretary will make the final agency 
decision. In making his decision the Sec­
retary will review the record or such por­
tions thereof as may be cited by the par­
ties to permit llmltlng of the Issues. The 
Secretary may affirm, modify, or revoke 
the findings and initial decision of the 
administrative law judge. A COpy of the 
Secretary's decision shall be transmitted 
immediately to the chief executive officer 
of the respondent or its counsel of record. 
§ 51.73 Effect of order of repn"ment or 

withholding of funds. 

In case the final order against the re­
spondent is for repayment of funds to 
the United States, such amount as de­
termined by the order shall be repaid 
upon request by the Secretary. To the ex­
tent that the respondent falls to do so 
upon request of the Secretary, the Secre­
tary shall withhold from subsequent en­
titlement payments to the respondent an 
amount equal to the amount not repaid. 
In case the final order against the re­
spondent Is for the withholding of an 
amount of subsequent entitlement pay­
ments, such amounts as ordered shall be 
withheld by the Director of the Office of 
Revenue Sharing after notice to the chief 
executive officer of the recipient govern­
ment that If It falls to take corrective 
action within 60 days after receipt of 
the notice, further entitlement payments 
wlll be withheld until the Secretary is 
satisfied that appropriate corrective ac­
tion has been taken and there Is full 
compliance with the Act and regulations 
of this part. In every case in which the 
respondent is a unit of local government, 
a copy of the final order and notice shall 

be submitted to the Governor of the 
State in which the respondent is located. 
§ 51.74 Publicity of proceedings. 

(a) In general. A proceeding con­
ducted under this subpart shall be open 
to the public and to elements of the news 
media provided that, in the Judgment of 
the administrative law judge, the pres­
ence of the media does not detract from 
the decorum and dignity of the proceed­
ing. 

(b) Availability oj record. The record 
established In any proceeding conducted 
under this subpart shall be made avail­
able to Inspection by the public as pro­
vided for and In accordance with regu­
lations of the Department of the Treas­
ury pursuant to 31 CFR Part 1. 

(c) Decisions oj the administrative law 
judge. The statement of findings and the 
initial decision of the administrative law 
judge in any proceedings, whether or not 
on appeal or review, shall be Indexed and 
maintained by the Director of the Office 
of Revenue Sharing and made available 
for Inspection by the public at the public 
documents room of the Department. If 
practicable; the statement of findings 
and the decisions of the administrative 
law judge 'shall be published periodically' 
by the Department and' offered for sale 
through the Superintendent of Docu­
ments. 
§ 51.75 Judicial review. 

Actions taken under administrative 
proceedings pursuant to this subpart 
shall be subject to judicial review pur­
suant to section 143 of Subtitle C of the 
Act. If a respondent desires to appeal a 
decision of the administrative law judge 
which has become final, or a final order 
of the Secretary for review of appeal, to 
the U.S. Court of Appeals, as provided by 
law, the Stlcretary, upon prior notifica­
tion of the filing of the petition for re­
view, shall have prepared In triplicate, a 
complete transcript of the record of the 
proceeding, and shall certify to the cor­
rectness of the record. The original cer­
tificate together with the original record 
shall then be filed with the Court of Ap­
peals which has jurisdiction. 

[FR Doc.73-6878 Filed 4-5-73;3:50 pm) 
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APPENDIX C 

Organizations Involved in Revenue Sharing Activities 

Government Agencies 

Advisory Commission on Intergovernmental Relations (ACIR) 

Mr. Will Myers, Senior Analyst 
726 Jackson Place, N.W. 
Washington, D.C. 20575 

(202) 382-4976 

ACIR is looking at general revenue sharing from the perspective of 
its influence on intergovernmental relations. Its monitoring 
activities include occasional hearings, with testimony primarily 
from State and local elected officials; periodic surveys of 
political jurisdictions; and analyses of specific aspects of 
general revenue sharing legislation and Treasury Department 
regulations. 

General Accounting Office (GAO) 

Mr. Albert Hair, Assistant Director, General Government Division 
441 G Street, N.W. 
Washington, D.C. 20548 

(202) 386-3473 

The Revenue Sharing Act gives the General Accounting Office (GAO) 
the responsibility of helping Congress evaluate the operations of 
the revenue sharing program. The GAO has issued two reports on 
revenue sharing uses, one on State government and the other on 
local governmentso In addition to these comprehensive general 
surveys, the GAO will issue special reports on specific aspects 
of revenue sharing. 
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National Science Foundation (NSF) 

Office of Programs and Resources 
Research Applied to National Needs 
Washington, D.C. 20550 

(202) 632-4290 

NSF intends to provide $1,200,000 for applied research on selected 
topics related to general revenue sharing. Topics include the impact 
of general revenue sharing on intergovernmental relations and 
government operations and finance, the extent to which funds are 
allocated to meet the needs of the disadvantaged, the degree to 
which citizens are informed about and involved in spending decisions, 
the effectiveness of nondiscrimination provisions, and the cost and 
consequences of the various spending limitations on revenue sharing 
funds. The purpose of the research is to provide information for 
forthcoming deliberations on the renewal and future form of general 
revenue sharing. Proposals will be accepted up to January 31, 1975. 

Office of Revenue Sharing (ORS), Department of the Treasury 

Mr. Graham Watt, Director 
2401 E Street, N.W. 
Washington, D.C. 20226 

(202) 634-5157 

The Office of Revenue Sharing (ORS) is the Federal agency with 
primary responsibility for administering, auditing, and reviewing 
the general revenue sharing program. It has authority to 
ensure that recipient governments comply ~vith the provisions of 
both the legislation and the Treasury Department regulations. 
It is also responsible for determining the allocations to 
recipient governments according to the statutory distribution 
formula. ORS stores and makes availablo for public inspection 
copies of all the planned and actual use reports submitted to 
the Treasury Department by the more than 38,000 jurisdictions 
receiving revenue sharing funds. ORS also tabulates data from 
planned and actual use reports and issues publications summarizing 
its findings. Any official complaints about revenue sharing, 
either from public agencies or private organizations and individuals, 
should be directed to ORS. 
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Private Organizations 

Brookings Institution 

Mr. Richard Nathan, Senior Fellow 
1775 Massachusetts Avenue, N.W. 
Washington, D.C. 20036 

(202) 797-6066 

Brookings is conducting a 5-year study of general revenue sharing 
with the support of the Ford Foundation. Data for reports scheduled 
to be published annually come from information collected by 23 field 
observers in 65 selected States, counties, and cities, as well as from 
material from the Treasury Department, Census Bureau, other agencies, 
and the media. The project focuses heavily on intergovernmental 
relationships, the fiscal policies and priority setting mechanisms of 
State and local governments, and the distribution of revenue sharing 
funds among various types of jurisdictions. 

Center for Community Change 

Mr. Woodrow Ginsburg, Director of Research 
100 Wi, ~onsin Avenue, N.W. 
Washington, D.C. 20007 

(202) 338-6977 

The Center for Community Change is one of four organizations involved 
in a general revenue sharing monitoring and research project that is 
designed to encourage citizen involvement in assessing the impact of 
revenue sharing primarily on the pour, near poor, and minority 
constituencies. The other organizations include the Center for 
National Policy Review, the National Urban Coalition, and the 
League of Women Voters. Of these groups, the Center for Community 
Change carries the principal responsibility for training local 
community leaders in methods for monitoring revenue sharing expendi­
tures. 

Center for National Policy Review 

Mr. Morton H. Sklar, Attorney 
The Law School 
Catholic University 
Washington, D.C. 20017 

(202) 832-8525 
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In addition to its participation in the monitoring and research 
project sponsored by the consortium of four organizations mentioned 
above~ the Center for National Policy Review is closely following 
the Hederal Government's response to civil rights problems and 
compliance issues o It is also studying the extent to which the 
general revenue sharing allocation formula distributes funds 
commensurate with the needs of jurisdictions with large concentra­
tions of poor or minority people. Reasons for any inequities will 
be identified and various possible alternative formulas will be 
assessed a 

Joint Center for Political Studies 

Mr. Eddie Williams, President 
1426 H Street, N.W. 
Washington, D.C. 20005 

(202) 638-4477 

Cosponsored by Howard University and the Metropulitan Applied 
Research Center, the Joint Center is monitoring the use of revenue 
sharing funds from the perspective of minority groups and black 
elected officials. Its publication, The Minority Community and 
Revenue Sharing and its monthly newsletter, Focus, provide useful 
information on general and special revenue sharing. 

La,,,yers' Committee for Civil Rights under Law 

Mr. Harold Himmelman, Attorney 
733 15th Street, N.W. 
Washington, D.C. 20005 

(202) 628- 6700 

The Committee is primarily concerned with preparing administrative 
and court actions to enforce nondiscrimination requirements of 
general revenue sharing. It worked with the Office of Revenue 
Sharing in developing civil rights guidelines for the administration 
of the revenue sharing program. It is providing advice to community 
and public service local groups about their rights under the 
Revenue Sharing Acto 

__ .J 
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Leadership Conference on Civil Rights 

Mr. Marvin Caplan, Director of Washington Office 
2027 Massachusetts Avenue, N.W. 
Washington, D.C. 20036 

(202) 667-1780 

Composed of some 130 national organizations concerned with civil 
rights and racial problems, the Leadership Conference operates a 
task force on Federal programs that is focusing heavily on general 
revenue sharing and its implications for civil rights. The Conference, 
with staff help from the Center for National Policy Review, analyzed 
Treasury regulations on general revenue sharing and appeared at 
hearings before the Office of Revenue Sharing on these regulations. 
The Conference continues to monitor Federal policies and practices 
relating to revenue sharing and civil rights. 

League of Women Voters of the U.S. 

Ms. Alice Kinkead, Staff Coordinator 
1730 M Street, N.W. 
Washington, D.C. 20037 

(202) 296-1770 

The League, through its State and local affiliates, is one of four 
organizations participating in a cooperative effort to study the 
impact of general revenue sharing on the poor and minorities and to 
encourage citizen involvement in priority-settingo 

Massachusetts Institute of Technology 

Mr. Lawrence Susskind 
Assistant Professor 
Department of Urban Studies and Planning 7-338 
Cambridge, Massachusetts 02139 

(617) 864-6900 ext. 2022 

As part of a larger national effort, a set of monitoring instruments 
was designed for use by coalitions of State and local citizens' groups 
in an effort to answer questi'Jns concerning revenue sharing. 
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Movement for Economic Justice 

Ms. Nadeleine Adamson 
1609 Connecticut Avenue, N.W. 
Washington, D.C. 20009 

(202) 462-4200 
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The organization provides technical assistance, through pamphlets, 
workshops and orisit~ visits, to community groups and individuals 
interested in competing effectively for general revenue sharing 
funds. It has published a community guide to general revenue 
sharing. 

National Association for the Advancement of Colored People ,.(NAACP) 

Mr. William Morris, Diroctor of Housing Programs 
1790 Broadway 
New York, New York 10019 

(212) 245-2100 

The NAACP has issued a handbook on general revenue sharing for its 
affiliates and citizen groups interested in monitoring allocations 
and expenditures of revenue sharing funds. The organization's 
efforts are focused primarily on civil rights compliance problems, 
citizen participation, and technical assistance to black and 
other minority groups. With the help of the parent organization, 
local NAACP groups are prepared to file suits and complaints where 
civil rights requirements have been violated. 

National Association of Counties 

Mr. Larry Naake, Legislative Representative 
1735 New York Avenue, N.W. 
Washington, D.C. 20006 

(202) 785- 9577 

The Association is the major source of information and technical 
assistance provided to elected and appointed county officials 
throughout the country. ~his service is provided through confer­
ences, briefing sessions, newsletters and special publications. 
The Association has also conducted an informal survey of the use 
of revenue sharing funds by county governments. In addition, the 
Association is active in representing county government interest 
in revenue sharing before Congress an.d appropriate Federal agencies. 
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National Clearinghouse on Revenue Sharing 

Mr. Donald W. Lief, Director 
1785 }mssachusetts Avenue, N.W. 
Washington, D.C. 20036 

(202) 26.5-4000 

The Clearinghouse serves as a focal point for the media, officials, 
research groups, and public interest organizations seeking current 
information. The primary interest of the Clearinghouse is determin­
ing how States and localities are responding to the needs of less 
advantaged citizens. It is sponsored by the folluwing private 
organi?:ations: The League of Women Voters Education Fund, the 
National Urban Coalition, the Center for Community Change, and 
the Center for National Policy Review. 

National Council of La Raza 

Mr. Robert Olivas, Director of National Services 
1025 15th Street, N.W. 
Washington, D.C. 20005 

(202) 659-1251 

The Council is providing information and technical assistance on 
revenue sharing to Chicano groups throughout the country. It has 
sponsored conferences and training programs to further this 
objective. Two of the Council's publications, Washington Scene 
Report and News Alert, carry reports and stories on revenue 
sharing that are of interest to the Council's constituency. 

National Governors Conference 

Mr. James ~rtin, Director of State Federal Affairs 
1150 17th Street, N.W. 
Washington, D.C. 20036 

(202) 785-5600 

The Conference is monitoring the States' use of general revenue sharing 
funds, 'primarily through State budget directors. The Conference has 
issued several publications on revenue sharing. In addition, the 
Conference is active in representing the interest of State governments 
in revenue sharing before Congress and appropriate Federal agencies. 
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National League of Cities/U.S. Conference of Mayors 

Mr. Tim Honey, Counsel for Office of Federal Relations 
1620 Eye Street, N.W. 
Washington, D.C. 20006 

(202) 293-7380 

This organization is a major source of information and technical 
assistance for mayors and city officials throughQUt. the country. 
This broad range of GupporL iH carried out through numerous confer­
ences and briefings, personal visitations, special publications, 
and a continual flow of newsletters and articles. The Conference 
and League conducted an informal survey of the use of general 
revenue sharing in approximately 200 localities. The League and 
the Conference are also active in representing the cities' interest 
in revenue sharing before Congress and appropriate Federal agencies. 

National Organization for Women 

Ms. Ann Scott, Vice President for Legislation 
National Press Building 
529 14th Street, NoW. 
Washington, D.C. 20004 

(202) 347-2279 

The organization and its more than 500 affiliates are monitoring 
general revenue sharing at the local level and becoming increasingly 
involved in the process of determining local allocations. NOW 
stresses equal employment opportunities for women, increased 
expenditures for social services, and the need to open local budget 
processes through public hearings and citizen involvement. 

National Urban Coalition 

Mr. Gene Rodriguez, Deputy 'Director 
2100 M Street, N.W. 
Washington, D.C. 20037 

(202) 293-7625 

The NUC is one of four organizations participating in a cooperative 
effort to study the impact of general revenue sharing on the poor 
and minorities and to encourage citizen involvement in priority­
setting. 



National Urban League 

Mr. Ronald H. Brown, Director 
425 13th Street, N.W. 
Washington, D.C. 20004 

(202) 393-4332 
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The -national organization, as well as its more than 90 local 
affiliates, are looking at revenue sharing from the perspective of 
black and poverty populations. The League is particularly concerned 
with the effect of the undercount of the black population on 
revenue sharing allocations to cities with black concentrations. 

Pennsylvania State University 

Dr. Robert D. Lee 
Associate Professor 
Institute of Public Administration 
University Park, Pennsylvania 16802 

(814) 865-2536 

Thi2 institute is conducting a study to determine the types of 
changes in local government decisionmaking and operations that 
have occurred due to changes in Federal funding patterns. Specific­
ally, the research addresses the question of how the introduction of 
general revenue sharing has affected local governments in 
Pennsylvania. Revenue sharing is considered in terms of its 
influences upon local taxation, indebtedness, spending patterns, 
and the decisionmaking process. 

Princeton University 

Mr. John Heintz 
c/o Woodrow Wilson School 
Princeton, New Jersey 08540 

(609) 921-7137 (evenings only) 

The purpose of the research is to evaluate the distribution of 
revenue sharing funds among cities according to the general 
characteristics used in the revenue sharing formula and according 
to some additional selected demographic variables. 
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Purdue University and George Washington University 

Dr. David A. Caputo 
Assistant Professor of Political Science 
Purdue University 
West Lafayette, Indiana 47906 

(317) 494-5818 

Dr. Richard L. Cole 
Assistant Professor of Political Science 
George Washington University 
Washingtuu, ~.C. 20006 

(202) 676-6290 

Research conducted by these co-directors focuses on the relation­
ship between revenue sharing patterns and demographic-socioeconomic 
characteristics of cities and examines revenue sharing decisions 
and their impact on American political structures. The co-directors 
have submitted a manuscript, "Political Decentralization and Urban 
Politics: The Case of Revenue Sharing," for publication. 

Revenue Sharing Advi~ory Service 

Mr. Richard Thompson, President 
1820 Jefferson Place, N.W. 
Washington, D.C. 20036 

(202) 872-1766 

The Service, a profitmaking enterprise, provides information on 
revenue sharing through its monthly Revenue Sharing Bulletin, as 
well as technical assistance to governments and other organizations. 
Though primarily directed at State and local government officials, 
its comprehensive Revenue Sharing Handbook is a useful guide to 
general revenue sharing legislation, regulations, and procedures. 

Southern Regional Council 

Mr. Joe Tom Easley, Director, Governmental Monitoring Project 
52 Fairlee, N.W. 
Atlanta, Georgia 30303 
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(404) 522-8764 

With Carnegie, Babcock, and Rockefeller Foundation grants, the 
Council plans to monitor and evaluate the performance of State 
and local governments in the 11 States that make up the old 
Confederacy in responding to "new fedE'~a1ism" initiatives, 
including revenue sharing, reorganization, impoundment, -and 
program termination. The pr!Jject also provides technical 
assistance to local groups in selected counties and municipalities 
throughout the region who wish to monitor and evaluate the 
consequences of the "new federalism" in their own communities. 

United Methodist Church, Women's Division 

MS. Joyce Hamlin, Secretary for Legislative Affairs 
100 Maryland Avenue; N.E. 
Washington, D.C. 20002 

(202) 543-6433 

The United Methodist Church has sponsored a series of regional 
and local conferences on revenue sharing and budget priorities, 
including a seven-State meeting in Nashville, Tennessee, and a 
conference in Chicago for the metropolitan area. The major 
focus of these conferences has been the role of the citizen and 
community groups in local decisionmaking. 

United Way of Att;l:!rica 

Mr. Hamp Coley, Vice President of National Agencies 
300 N. Lee Street 
Alexandria, Virginia 22314 

(703) 836-7100 

In addition to keeping its affiliates informed about the allocat~on 
and use of general revenue sharing, the United Way is surveying a 
sample of 400 local United Way organizations to determine the 
extent to which human or social service programs are being assisted 
by revenue sha.ring funds. 
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