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

March 6, 1973

To All Revenue Sharing Recipients

This letter contains definitions of the data elements, compiled by
the Bureau of the Census, which are used in calculating your revenue
sharing allocation.

There are certain cases in which the Office of Revenue Sharing
has found that it is necessary to use estimates. The per capita income
for cities and towns under 500 in population is subject to substantial
statistical error; therefore, the estimate of per capita income of such
unit of government is the per capita income of the county area in which
that unit of government is located. In instances where a government
did not respond to the Census Survey to obtain FY 1970-71 revenue
data, the Bureau of the Census has prepared estimates at our request.

Sincerely yours,

277

Graham W. Watt
Director
Office of Revenue Sharing
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March 6, 1973

Total money income is the sum of:

Detailed Data Definitions
for Intrastate Allocations to
Local Governments

Wage or salary income,
Net nonfarm self-employment income,
Net farm self-employment income,

Population

Population means the total resident population for an area as deter-
mined by the Bureau of the Census in the 1970 Census of Population.
The census was conducted primarily through self-enumeration. Each
person enumerated in the 1970 Census was counted as an inhabitant of
his usual place of residence. This means the place where he lives and
sleeps most of the time, not necessarily his legal residence or voting
residence. Members of the Armed Forces living on military installations

were counted as residents of the area in which the installation was located.

Members of the Armed Forces not living on a military installation were
counted as residents of the area in which they were living. Crews of
U.S. Navy vessels were counted as residents of the home port to which
the particular vessel was assigned. College students were counted as
residents of the area in which they were living while attending college.
Inmates of institutions, who ordinarily live there for considerable
periods of time, were counted as residents of the area where the
institution was located. Persons without a usual place of residence were
counted where they were enumerated. The population data collected
and used for all entitlements is as of April I, 1970. That population

is related to boundaries of geographic areas existing as of December
31,1971 (includes new incorporations and qualifying annexations, i.e.,
annexations made by places with a 1970 population of at least 5,000
and for which the annexed areas include population equal to 5% or more
of the annexing governments).

Per Capita Income

Per capita income of any unit of government, as defined by the
Bureau of the Census in the 1970 Census of Population and Housing,
is the mean, or “‘average” income of all persons in that unit of govern-
ment. Per capita income was computed from calendar year 1969 money
income data which was collected from a 20% sample in the 1970 Census.
It is derived by dividing the total money income received by the sample
population by the total sample population for that unit of government.

Aggregate Income

Aggregate income means total money income as defined by the
Bureau of the Census in the 1970 Census of Population and Housing.
Information on money income was collected in a 20% sample as part
of the 1970 Census. :

Social Security or railroad retirement income,

Public assistance income,

All other income such as interest, dividends, veteran’s
payments, pensions, unemployment insurance, alimony,
ete.

R

The total represents the amount of income received before deductions
for personal income taxes, Social Security, bond purchases, union dues,
medicare deductions, etc.

Receipts from the following sources were not included as income:
Money received from the sale of personal property; capital gains; the
value of income “in kind”” such as food produced and consumed in the

home or free living quarters; withdrawal of bank deposits; money borrowed;

tax refunds; exchange of money between relatives living in the same
household; gifts and lump sum inheritances, insurance payments, and
other types of lump sum receipts.

For allocation use, the amount shown as aggregate income is the
product of the population times the per capita income.

Adjusted Taxes

The adjusted taxes for a unit of local government, as derived from
the Special Revenue Sharing Survey conducted by the Bureau of the
Census in 1972, are the total taxes exacted by the unit of government
in Fiscal Year 1970-71 (that government’s 12-month accounting period
that ended between July 1,1970 and June 30, 1971) excluding taxes
for schools and other education purposes. Total general purpose taxes
include:

1. Property taxes - county, municipal or township taxes levied
on the value of real or personal property.

2. Sales taxes - county, municipal or township taxes, either general
or specific, on goods and services, measured as a per cent of sales or
receipts, or as an amount per unit sold:

General sales tax
Gasoline tax

Liquor tax

Cigarette and tobacco tax
Public utilities tax

3. License, permits and other taxes - county, municipal or town-
ship taxes not included in items 1 and 2 above (e.g.: capitation taxes,



license and inspection charges on occupations and businesses, animals,
vehicles, etc):

Income payroll or earnings tax

Motor vehicle licenses

Fees retained from tax collections by officials of the unit of
government

General purpose taxes do not include receipts from service charges,
special assessments, interest earnings or fines.

A tax which is jointly imposed by a State government and units
of local government is apportioned in order to determine local tax
effort. An example of a jointly imposed tax would be a five percent
sales tax of which four percent was imposed by the State government
and one percent was imposed by local governments. In such case the
amount of revenue realized by virtue of the one percent locally imposed
portion will be credited to local tax effort. It is important to distinguish
a “jointly imposed tax” from a wholly State imposed tax where part
of the tax revenue is shared with local governments. An example of a
shared State tax would be a five percent sales tax wholly imposed by
the State, but which provides a 20 percent revenue share to units of
local government. A local government’s share of a “wholly State im-
posed tax” is classified an an intergovernmental transfer and not as
local tax effort. Thus, in determining local tax effort the point of
reference is the government which imposed the tax rather than the
government which expended the resulting tax revenue.

Amounts in lieu of taxes received by a government from a utility
it operates are treated as internal transfers and excluded from taxes.
Amounts in lieu of taxes received from utilities operated by other
governments are reported as intergovernmental transfers.

School taxes are tax revenues of the unit of government which are
allocated for school purposes. They include taxes for current capital
and debt service as well as amounts collected for the governmental unit
by the county or state acting as collecting agent.

If tax revenues for purposes of education are not separately identifi-
able because education is financed by expenditure or transfer of monies
from a general fund to a school fund, then the ratio of tax revenues to
total revenues in such general fund multiplied by the expenditure or
transfer of monies from the general fund (or similarly named fund)
shall be equated with tax revenues allocable to expenses for education.

Intergovernmental Transfers of Revenue

Intergovernmental transfers of revenue are amounts received by a
unit of government from other governments in Fiscal Year 1970-71
(the government’s 12-month accounting period that ended between
July 1,1970 and June 30, 1971) for use in performing specific functions
or for general financial support. This amount is derived from the
Special Revenue Sharing Survey conducted by the Bureau of Census
in 1972. The figure includes grants, shared taxes, contingent loans and
reimbursements for tuition costs, hospital care, construction costs, etc.
Intergovernmental revenue does not include amounts received from
sale of property or commodity or utility services to other governments
or Federal revenue sharing entitlement funds.
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ns and restrictions on (2) The fiscal year beginning July 1,

Title 31—Money and Finance: Treasury
scribes prohibitio !
part 1973, and ending June 30, 1974.

Section 51.28.—The first sentence of

CHAPTER |I—MONETA
DEPARTM RY OFFICES, §51.28 of th P
PART 51—FISE::L OF THE TREASURY T S0eec ™y hsse‘r)tri?:sﬁoeﬁggl e ngzﬁgtigm @ Jolar of e pro- Sec.
AND LOC. ALA(?‘.(S)'VSTANCE TO STATE word “practicable” and by deletit;r the the word “will” in thChanged by deleting 51.24 Waiver of entitlement; nondelivery of - the use of funds. Subpart E of this
By noti ERNMENTS ﬁﬁiii"i ‘after the beginning of ar? ;he inserting the word s?m?ﬁ sentence and o m""e‘“‘ﬁ ms‘!‘ﬂ;flﬁg: d‘g‘;dju;mm prescribes fiscal procedures and suditing (3) The fiscal year beginning July 1,
pearing 1‘: ?;lemposed rulemaking ap- below e entitlement period”, as set fora; ?f!ltence of paragraph (bs; is'rﬁe g o :f'::u&nen:ent_ - % requirements. Subpart F of this part 1974, and ending June 30, 1975.
Thursday, Fi eb‘:_uFEDERAL REGISTER for Section 51 tﬁletmg the word “will” mﬁ ?nged‘by 51.26 State must maintain transfers to local contains rules relating to procedure and (4) The fiscal year beginning July 1,
4918) l‘es'ulauo ary 22, 1973 (38 FR paragraph ( .30.—The first sentence of her word “may” and by del nserting governments. practice requirements where a recipient 1975, and ending June 30, 1976.
b g i enrisigvere proposed in order regulatigns ?s) of § 51.30 of the proposed gel ase “at a minimum” ase:ti?g the 5127 Optional formula. govemmgnf. has fai}ed to comply with . (5) The 6-month period beginning
States and unit g;n‘if;galpayments to forth below changed ‘to Tead ss set  Pusagripl : et. forth oh ﬁgguss:menz o ﬂmﬁf:-mmmm am(rb?rgvxs_mn cl>f this part. S .Ig_ll% 1, 1976, and ending December 31,
un governmen 7 ragraph (b) (4) 1. ustment O aving clause. AnY cause of action &
ang:ig;% ;S:ggg ::.Ix::ll Local Fiseal Assistf m;: rtlé?iwtopamgmph o ot S50 te as I.::ef‘- forth below. s ‘f}‘a“ged to read per capita entitlement. arising out of noncompliance with the (g) “Governor’ means the Governor
e v blic Law 92-512) for  Paragra ;ead as set forth below. aragraph (c) of §51.41 of th Subpart D—Prohibition_and Restrictions on Use interim regulations covering payments of any of the 50 States or the Commis-
ary 1, 1973, and ‘}eriOd beginning Janu- tions is reg (b) of the proposed regula~ 1I;J;:Sed regulations is changed b: € pro- of Funds made for the first and second entitle- sioner of the District of Columbia.
e entitlement periods  Para esignated as paragraph (c) e word “will” in the second i o 51.30 Matching funds. et periods (January 1, 1972, tnrough  (h) “Independent public accountants”
respect to su f’fe'”' A public hearing with tions isgrap h (c) of the proposed regula- ?nd inserting the word “m ,sentence 5131 Permissible expenditures. June 30, 1972, and July 1, 1972, through ~means independent certified public g~
el oo s lz’!éori%s'fd regulations was and is ch;‘:ldge:égt%ated as paragraph (d) or'It'.g below. ay”, as set 5132 Discrimination. : December 31, 1972) shall continue to be countants or independent licensed pub-
ation of all sach 3. After consider- Paragra read as set forth below. ( e second sentence of 51.33 Wage rates and labor standards. covered by such regulations and any pro- lic accountants ce;txﬁed or licensed by &
presented by in relevant matter as was nated as ph (d) of §51.30 is redesig- (o) (1) is changed by msemngparagra,ph 51.34 Restriction on expenditures by Indian  ceeding commenced thereon shall be goy- regulatory authority of a State or other
ing the pr% terested persons regard- toread as‘;g‘tmmph (e) and is changed tithey consider” prior to the the clause tribes and Alaskan native illages. ermed by the procedures set forth in political cubdivision of the United States.
changes we,é"’;f;’de'eg:l;t:%n& certain Paragraphs.f °{:§‘ belgw. °]able”- ashset forth belv:.wword i Subpart E—Fiscal Procedures and uditing  Subpart F of this part. vilii) “Indian trmes al;i dl;daslgir; native
» e proposed posed re| and (f) of the pro- fto ph (c) (3) of § 51.4'1 §1.40 Procedures applicable to use of funds. § 51.1 Establishment of Office of Reve- ages’ means b ose o es an
gulations are redesignated as read as set forth below. is changed 51.41 Auditing and evaluation; Scope of nue Sharing. Alaskan native villages which have a rec-
. audits : ; ognized governing and which per-
7 There 1s esta.blistled in the Office of the form substantial govemmmtal func-
the Office of tions. Certification to the Secretary by

regulations are adopted by this docu-

ment, subject to the changes indicated Paragraph (c) (4) of § 51.41isc d
o hange
for Reduction in Entitle  Secretary of the Treasury
fice shall be the Secretary of the Interior (or by the

paragraphs (f) and (
g) respectively. b
. y the addition of a n t F—Proceedings
ew sentence im- i holdi R ment of Funds haﬂn The O
Iding or Repay Revenue S| g.

Section 51.31.—A new paragraph (b)

below:
Section 51.2(i) —Th is added to § 51 medi
of §51.2() of the roe second sentence lations, to l'ea.d.sl of the proposed regu- wmcgtely following the first sente “ment, Witk
is changed proposed regulations P as set forth below addition reads as nce,
Secti to read as set forth below na aragraph (b) of §51.31 is red Because the purp set forth below. 5150 Scope of subpart. headed by a Director who shall be ap- Governor of a State in
b ion 51.3—Section 51.3 of the pro- ;ed as paragraph (c). redesig- tions is to provide ose of these regula- 51.51 Liberal construction pointed by the Secretary of the Treas- affiliated tribe) that an Indian tribe or
the ﬁnﬁxlﬂations is changed by deleting ection 51.32.—The second sente to the States and unllmmt,s ediate guidance 51.62 Reasonable notice and opportunity ury.The Director shall perform the func- an Alaskan ative village has & Sech@=
s sentence. paragraph (a) of § 51.32 of th nce of ment in order that of local govern- for hearing. tions, exercise the POWers and carry out nized governing body and performs sub-
P el e ot oy Je ;eeﬂﬁﬁﬁ‘é“s 3. changed by ae'ie‘ifﬁémtﬁd $a0 ek be compliedthv?ri{;q i o v %‘2‘&’3‘3&’3&5‘? v g the duties vested in the Secretary of the stantial governmental functions, shall
|, Section il e PO N e e setatod) Hisart. fgﬁggsm;ﬁ{;"ticable to issue iuiihh,";;ﬂ’ i Contents of COMPIAE. | 4yer papers m{’i‘éﬁf yAct:?eo?thzm%tﬁg 2 Ili'\lxstfl?tlz 2;25““““’ prima. facie evidence of that
read ’ # erted fo g a claus ect to = i Service of compla: other p 2 s s .
BT, gy e e R e S TR L o o cmesent s
gzsgcal aph (a) of §51.11nof xntence ¥ 5133, DL~ kb PrODOsl::i egatll)lh . undee PEing. T tions are issued 51.58 Supplemental ChaTE% §51.2 Defniont er:merg\gv:.s de%!:legrm thiso segct.iong =
regulations is changed to e pro- changed by deleting the I ‘?:tions is r the authority of the State 51.69 Proof; variance; amendment of plead- As used in this part (except where the ) “Secretary” means the Secrétary
Set"urg)erth _b(gow, read as ?éxr%hm:erung e ward “;ord (.:’itizens ;:oc;lu Fiscal Assistance Act of 1972 ('ria:ld e Hapamatation context clearly indicates otherwise, OF . of the Treasury or any person duly au-
thir TSons”, as e i on. >
of §51.11 is c;entane of paragraph (b) A nex?vl Ao ok De, blic Law 92-512), and Treas o161 Administrative law judge: powers. "tﬁ‘s’reaﬂ‘e ttl'?? 111s dpﬁngcéﬂﬁisawher%;ﬁ thorized by the Secretary to perform the
anged to read paragraph (b) partment O ury , part) the following ons S -
below. Reih G 10 ToR SatkEheh b) () L ARRAN S v 2 rder No. 224, dated Janu- B Etpaat apply: function MEBNETT ment” |
asecti‘m 51.13.—The second sente: g e bealgiv(;ns b 22 A ti?ns 6;1::;3 (38 FR 3342) . These regula- gi'-gi %%%:gg?n& b “FACti » means the Stats gnd Local goéle)muitr?t?e ofg:m?iﬁt 5(x)n gtnaiestr:)i
s o et i o g Yo iaone G B inserted after the 1973: 8t e R B8 s i sg%ngizmt o i IS . e Picceat Columbia.
forth below. changed to read as set to read Sn i t;gm aph (d) of § 51.32 entitlement géﬁ;dznd are applicable to oan s”ii’?”nm‘}ﬁf o % v 12513, eppersRistober 20, TDRCE local government”’ MeErs
Paragraph (b) of §51.13 The second senten s after January 1 e 5167 Proposed findings and conclusor, (b) “Chief executive officer, A 5 unit o government of & county, municipal-
posed regulations is .13 of the pro- Oof §51.32 of th ce of paragraph (d » 1973. 5168 Initial decision of the O ministrative of local government means the elected ity, township, or other unit of govern-
set forth changed to read cha e proposed regul : [SEAL] 1aw judge. : 3 ment below the State which is a unit of
below. as nged by deletin ations is GRAHAM W official, or the legally designated official
Paragraph k fore the e“e g the word “an” be- . WaTT, 51.69 Certification and transmittal of record o h’ th At esponsibility £ 01" general government and which shall be
(c) of §51.13 of word “investigation” Director and decision. who has the primary o0 Getermined on the basi
potsed regulations is changed tothe pro- Sserting the words “a pgro °nt and by in- Office of Revenue Sharin 5170 What constitutes record the conduct of that anit’s governmenta 220 a b b:g 8 BOf the -;‘ag‘le
set forth below. read as’ word “investi mpt” before th A g. ; . Fairs. E les of the “chief *  principles as used BY e Bureau of the
z . gation”, e pproved Aj 51.71 Procedure on review of decision of ad- & airs. Examples O e ef execu p
Section 51.20.—Section 51.2 . 300 ficsb Aee B0 ST set forth below. P pril 5, 1973. ministrative law judge. five officer” of a unit of local govern- %ns“s for general statistical purposes;
proposed regulations is chang 0(d) of the ©f §51.32 of the paragraph (f) (1) AMUEL R. PIERCE, JT. 5172 Decision of the Secretary. ment may be: The elected mayor of 2 e term ‘“unit of local 8,°Vemmem
ing the word “population” ged by delet- Changed by ad digmposed regulations is General Counsel. 5173 Effect of order of repayment or with- municipality, the elected county execu- shall also include the recognized govern-
immediately pri ation” as it appears word “ 4 g a phrase after th & holding of funds. . tive of t: the chairman of ing body of an Indian tribe or Alaskan
Ymmediately, prior fo the phrase “ad- Paragmompg 8 set forth below. - rthe Subpart A—General Information 5174 Publicity of proceedings. ki gog;i“sg;)g‘or e ok D iy native village \vhich performs substan-
Section 53.24.8—1?2;'?11 o to read as set f)o§'21)1 of § 51.32 is changed oo Soope and applicatio e that has no elected county executive, of & governmental functions. Tie s~
§51.24 of the Droposedgraph (a) of Paragraph (f) (3) (below, 51.1 Establishment of 011;18: l"3§‘1lta,tlons. : AursorrrY: The provisions of this Part 51 such other official as may be designated trict of Columbia, in addition to being
changed to read regulations is Proposed regulati V) of §51.32 of the Sharing. of Revenue 3 are issued under the state and Local Fiscal pursuant to law by the duly elected gov- treated as a State, shall also be treated as
Section  51.26 f Psei: forth below. as set forth belatlons is changed to read giﬁ Definitions. ] Assistance Act of 1972 (title 1, public LaWw  grning body of the unit of local govern- a county area which has no units of local
§51.26 of the p-mp::eadgraph (d) of  Section 51.45’2,1,11 51:2 Epmcggye for effecting compliance 92-512); and 5 USO. 301. Sment; or the chairman, governor, chief, government (other than itself) within its
regulations is Paragraph (b) of §5 1e 4%51}?tﬁentence of 515 mmfe‘,’.“o‘}’ :liﬁ:;s e ) Subpart A—General Information or preﬁ%;!tl; (as tgxlg iase mag be) 111311 an geographic area.
] & € pro second - Indian tribe or skan native village. i i
Ppased Spiants. i § 51.(‘)i 3 nSscope and application of regula- (¢) “Department” means the Depart- g 51'3nc§'°°°d“'° for effecting compll
: ment of the Treasuiy If the Secretary determines that a

changed by insertin
g a new clause after regulations is changed to
read as set

the phrase “ i
beginning July 1, 1971” as forth below. < b
: eports and Written Communicati ‘
ications (a) In general. The rules and regula- (d) “Entitlement” means the amount o qipient government has g b

ment to which a State SOVETH"  ply substantially with any provision of

set forth below
Paragraph (f) of The
: § 51.26 i second sente:
deleting the period at fgl(les :hgnged by ©f §51.40 of the prgg%sfdparagraph (b) giﬂ) xports to the Secretary; assuran
paragraph, insertin nd of the changed b regulations is port on planned use an: 060 tions in this part are rescribed for car- of pay
ing a new cl 5 oeming God . which reads deleting the first tw, of funds. i setinl o s > By it of local government 1s e
£,3 new clanise as sot forih below. which reads “Permission for”, a ‘o words 8112 Certifations. - rving into effect the State and Local Bt e oy ask hdoir e aeretary, TP and after giving reasonable
y of § 51.26 is deleted and _ Paragraph 5 .13 Publication and publicity of reports; cal Assistance Act of 1972 (Title I, Public pyrsuant to an allocation formula con- notice and opportunity for a hearing to
ph (d) of § 51.40 is changed to °'1% © e i e Law 92-512) applicable to entitlement tained in the Act and 8 S ihlished by ‘the Coverros of the State or the chief
e Bureau of the Census. periods beginning January 1, 1973. Sub- regulation under this part. executive officer of the unit of local gov-
(e) “Entitlement funds” means the ernment pursuant to Subpart F of this

a new par:
agraph (h) is inserted to read read as set forth below.

as set forth below.
Subpast C-=Comp part A sets forth general information
amount of funds paid or payable to a part, the Secretary shall notify the re-

utation and Adjustment of
and definitions of terms used in this part. unit of local
State government or unit ¢ ocal g0V~ cipient government that if it fails to

Paragraph (j) of Section
Sdieting tho yior § 51.26 is changed by $51.41 51.41.—Paragraph (a) of
to the phrase ‘g‘ord Secretary’s” prior cha: of the proposed regulati oL 5120 Data Entitlement
: rust Fund” anged by deleting th ations is 5 :
R » as set forth  the s&?yond sentenci a.:dwitr)lrs%rt-wm" i 51-.% ﬁgi? ff;? ?f”' Subpart B of this part prescribes reports o mment for the entitlement period. 4
word “may”, as set forth b ing the 5123 Boundary o ermination of allocation. required under this par and publicity g 78 e : take corrective action within 60 days
elow. ary changes, go : (f) “Entitlement period” means oneé :
organization, ete, governmental re- concomitant thereto. Subpart C of this of the following perlods of time: from the date of receipt of such notifica-
part contains rules regarding the compu- (1) The 6-month period peginning B2 further payments to it will be with-
g June 30, held for any subsequent entitlement pe-

tation, allocation and adjustment of January 1, 1973, and endin

entitlement. Subpart D of this part pre- 1973. riod until such time as the Secretary is
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satisfied that appropriate corrective ac- 19

73 and endi June 30, 1974) shall i :
tion has been taken and that there wi}l filed with th Ses o it s:hall o el tor

no further bayments of such amounts. ning of an entitlement periog as defined port the informati
§ 51.4 Extension of time. In §51.2(D).

(b) Actual use report; status of trust information shall be avaiiable for public
When by these regulations (other than i g : : 5 b
snose specified in subbart F of this party = /4nd. Each recipient goyerer,d Which - inspection at a

an act is required within g, Specified time,

; y funds have been spent or otherwise 1

}axtensmns of time shall set fox_'th the transferred from the trust fund (as de- 85114 Reports to the Bureau of the
acts and circumstances Supporting the fined i 51.4 b -
heed for more time and the amount of ~1€dIn §51.40(a)) during the reporting
additional time requested.

§ 51.5 Transfer of funds to secondary ¢

Tr uring the period and the balance of the With requests by the Bureau of the Cen-
recipients.

trust fund as of the date of the report’s SUS (or by the Secretary) for data and
The prohibition and restrictions on the Submission. Such reports shall show the mformatiotx_ relevant to the determina-
use of entitlement funds set fortn in status of the trust fund as of June 30 and tion of entitlement allocations, F ailure
subpart D of this part apply to a recipi- - shall be filed with the Secretary on or ©f any reciplent government to so comply
ent government’s . entitloment funds before September 1 of each calendar ™May blace in jeopardy the prompt re-
Toueh are transferred by it to another vear. All such feos must be used, obli- CeiPt by it of entitlement funds,

g.ovemm_enta.l unit or private organiza- gated, or appropriated within the time Subpart C—Computation and Adjustment

¢ of Entitlement
Y a secondary recipient shall constitute . .
a violation by the recipient government S >1-12  Certifications. FALZ0 Date.
and the applicable benalty shall be im- The Secretary shall require a certifica- (@) In general. The data used in de-
posed on the recipient government tion by the Governor, or the chief ex- termination of allocations ang adjust-
Subpart B—Reports and Written ecutive officer of the unit of local gov- ments thereto bayable under this part
P Commul:: b P ernment, that no entitlement funds have will be the latest and most complete data,

§ 51.10 Reports to the Secretary; Assur- contained in
ances. i

e Secretary may requir, ip- Case of a unit of local government the (b) Computation and payment of en-
ient govemmS;nt gec:g,t;;ge gggﬂlggfegt Secretary shall require g, certification by titlements. (1) Allocations will not pe
funds to submit such annual and interim the chief executive omcer that entitle- made to any unit of local government
reports (other than those required by ment funds received by it have been used if the available data is so inadequate as
§51.11) as may be necessary to provide g only for priority expenditures as pre- to frustrate the burpose of t‘he Act. Such
basis for evaluation and review of com. scribed by § 51.31. The certifications re- ontin f local government will receive an
pliance with ang effectiveness of the Qquired by this section shall be in such entitlement and payment when current
brovisions of the Act and regulations of form as the Secretary may prescribe, and sufficient data become availaple as
this part. § 51.13 Publication and publicity of re. zlig(rzlessary to permit an equitable alloca-

(b) Requisite assurances- for receipt ports; public inspection, ;
:’Si’;?ﬁli’fez‘ﬁié}‘"fﬁécﬁ%ﬁ,’; (gggf %1} oj (a) Publication of requireq reports., ment for which the Secretary has not
unit of local government in order to Lrach recipient government must pub- received an address confirmation will be
qualify for entitlement fm’1 ds, must file sh 1n a newspaper a, copy of each report delayed until broper information is avail-
a statement of assurances ‘when re. Tequired to be filed under § 51.11 (a) and able to the Secretary.

S
shall be made in one Or more newspapers the Census or the Department of Com-
f}?eidzclzyaﬁffttﬁ? ;&ﬁg&g ;‘;‘g; (iin;igttsrigf Wwhich are published within the State and merce are not, current enough, or are not
tions of Subparts D and E of this part, ; : ;

3 x * graphic area of the recipient government Inadequate to provide for equitable al-
;V‘thdsre,i,l;;eCt st° tlge use iﬁf e&xtﬂéemerﬁ involved. In the case of g recipient gov- locations he may use other data, includ-
G“;:, i t?le :g;?)rﬁymtv; forare(\)zliewe:; q Srnment located in a metropolitan area ing estimates. The Secretary’,
gz’;g;le&t ttt;?e gg:uriexf:::ag ut;ﬁtsu;? ﬁ,%:; boundary of the State, the recipient gov- additional data and estimates as are
government in his State.

§ 51.11‘1 all{%parlf ;n ;’lanned Use and a me@ropolitan newspaper of general cir-
clu se of Funds.
¢ may be located in the adjoining State which encompass only one-half of g, year,

go‘(,Z‘znﬁi‘éﬁfefvﬁffhreﬁﬁgﬁcﬁ“&reﬁéﬁﬁﬂg from the recipient government, the adjusted taxes and intergovern-
funds under the Act shall submit to the (b) Publicity—Each recipient govern- mental transfers of any unit of local gov-
Secretary a report, on a form to be pro- ment, at the same time as required for ernment for that half-year will be esti.
vided, of the specific amounts and pur- Publication of reports under baragraph mated to be one-half of the annual
Poses for which it plans to spend the (a) of this section, shall advise the news amounts.
funds which it expects to receive for an mMedia, including minority ang bilingual
entitlement period. The planned use re- DNews media, within its geographic area in A
ports for the third and fourth entitle- ©f the publication of its reports made where a unit of local government is 1o-

t periods (the 6 th period begi bursuant to paragraph (a) of this sec- catedin more than one county, each part
ment perio € 6-month period begin- tlon, and shall provide copies of such - of such unit is treated for allocation pur-
ning January 1, 1973 and ending June 30, reports to th

€ news media on request. poses as g separate unit of government,
1973, and the fisca]l year beginning July 1 8 (¢) Public inspection.—Each recipient and the adjusted taxes, and intergovern-
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such unit for the entitlement period may

§ 51.22 Date for determination of allo- be redistributed pursuant to the provi-

mental transfers of such parts are esti-

. A (b) and (c¢) of this
as tio which the cation. i- sions of paragraphs :
mated on the basis of the ra X 1. Pursuant to the provi- tion.
‘ rt bears to the pop (a) In general. IV -sec d SR
1pomft‘iltl)?1tig? t?l{es %ﬁiggty of such unit. sions of § 51.20 (a) and (b) (3), the deter (b) New units of local governmen

i itions upon i 1 government which came
’ ation of the data definit: : unit of loea i v .
§ 51.21 Adjusted taxes. mch the allocations‘acrlxq eatgéeé’;ﬁlﬁ into existencet%ur“;jggﬁ)‘;eeﬁ;tgn:gégg_
enues are com- entitlement period is riod shall first be e /
ui: )r;ncgg:;ggllx't%‘g lt;?)va unit of local {:iegnshall be made as ];)f the dgagf 1&; ment allocation f?fr fﬁlceh nex.fi; ?ﬁ’g%ﬁﬂiﬁf
e es, i ceding the beginnin riod. However, if such unit is a
ted for public purpos mediately precec pe: - 1 be eligible to
government exact determined by titlement period. The final date upon sor government, it shall be
as such contributions are 1o geierat ens tions of allocations and ive the entitlement payment of the
{ hich determinatio: : ! receive i
ihe Bsieniy o8 he Censi'es m “adjusted " © including adjustments i units of local government
titlements, nelu g unit or Lo« Shen
statistical purposes. The ter es adjusted 2 to, may be made for an entitlement which it succeeded in accordance
taxes” means the tax revenu ek thereto, termined by the Secre- Eitiaus of e shcesaiian,
t equal to that ,oi54 shall be de the con ; :
Py Saniiay o Saon tributions o0 racticable after the Sidion Of kets DL Bt i
ory contribution Ty an n as p 5 (¢) Dissolu !
poriion of sucnrfs"ﬁ:ﬁ:é:bllz to school op- z?oge of that entitlement period and shalII‘ P i fponct R congs i govemmegdt
_wmtcilglf: ggg‘giervice on school indebted- be publicized by notice in the FEDERA whifoh dlssolve dﬁ wzias abso;:egngﬂ(gﬁzm
era , » uring
s, and other TER. : E exist as suc ;
o514 SChnooall cllamopit:(:s pist RE(‘i)l)S Time limitation and mimmum_ ad& g:ariod is eligible to receive an en:itle-
ed?g?tli’c;-oce;ure for exclusion of tax justment. If prior to the dgt& dng‘;g‘rl;‘gh ment payment foi-1 tzxat el?title:ng? lo%:-i
ion. The tax revenues 1 "4 o Secretary pursuan iod: Provided, That such uni
revertzggsg;)r: dggg}ttg;t lg‘cal government l()ia.)tzr)lf this section, it is esz:blis:;df;gtzﬁ Elovemment is in the Prg‘;‘iﬁs o.fr a Sucg
exac = tax ; the Secretary i rnmental a S =
e any such faction of its gove
Sha&gﬁ:&g“?ﬁ:‘éﬁ:&ﬂg g e :%t‘lisence ‘and docul er;taéi,ionofﬂ;?ltalfil;e Icltle)ssor unit of local government has legal
rev i in mputation e
th the following data used in the comp
a manner consistent wi

ity to accept and use such entitle-
V. capacity ccept se s
1 ous and, if corrected, Entitlement . payments
provisions: cation is errone

i f~ ment. funds, ‘the Secretary be-
Wh uni 1 government result in an increase or decrease o hich are returned to the Sec
ﬁn(lrices' e?ir:c:tiontfg(f)rilo? sge(ﬂﬁc fund gglélx?tiuement of $202 o n;or?l{)ggx;ltli;:ig zvause p cessamtlmon (:;fs;};jﬁt%réc;m?geg
a : j nt w. > en
to the fund or ment funds, an adjustme: Y unit of local gove =
ik Kl (e eweate oses of edu- i and intergovern- d Local Government Fiscal
Adjusted taxes in the State an
levies a separate tax for purp i ad he dates for deter- t Fund until such times
determined w mental transfers. The d Assistance Trus nd
e for education the amount of adjusted taxes and the be redistributed according
. y.can be r
constitute the tax revenues fo S ol mining efital transtave of & unit of © 89 the oontitas i der whick. the it
(2) If tax revenues for purpo intergovernm the fiscal year of to the ¥ ceased to exist.
: ly identifiable vernment will be f local government c
%du;zgzonegazﬁgg: e?sarﬁnatity;ced by ex- i%%aﬁl gmom ending duriné i })f'en;%g:gi J (d) Limitations on adjustment for an-
€c uly 1, 1971. a m
ferring of moneys prior to J 12
penditure or trans

i tions by units of
1 year mnexations. (1) Annexq ]
from a general fund (or similarly named period is used, it shall be such fiscal y: s Annexations by upits ¢

11 i 0, shall
, then the uniformly assembled for a. 5,000 on April 1, 1970,
o e schogrlnt;gsn?a%rdfm in para- f,},‘ﬁ:scgf’ gl::rernment prior to the begin- ;’lfotle:;g;ta&e entitlement of any unit olé .
ratio of(t,x;.x rfvthjs section) to the total ning of the affected entitlement period. local government for an ent,it.len'_nens
b ‘shall be calculated, changes, governmen-  perjoq unless the Secretary determine

s in such fund ; 23 Boundary changes, g D ch an-
;%v; Itlllll:t ratio multiplied by the expendi- § 51.!&1 reorganization, etc. that adjustments pursuant to su

ate uld be equitable and would
: b i o 1 ff fl be te (a) In general. Boundary changes, nexations wo
fund to the school fund shall be equated

rnm e, ex-
i or not be unnecessarily.burdensom z
ble ental  reorganizations, r ] i sy
with the tax ;‘:1‘-, eg;:galgfgg e%:l ?ﬁ?&se gﬁ;;ges in State stattges ordlc;gix:ls;it:n pe?zs;vz n(;:; :;Ezns e o
to expenses 1” means cash tions occurring prior or ; Sty o S i e
“total revenues in such fund” m al t iod which were not taken 1ation of less ), i
in the gener entitlemen perio we rrs e
and securities on hand the ount during the initial alloca i tion of the gaining
fund (or siﬂ;ﬂ%ig gsacr:f dyi:?di)lﬁg all é’ﬁ:‘ilacé not within gle scgfx;gtosi; (3?1:1.: ggﬂme%% a.srlll;nunit B Wi
: 1o her than trust aph (d) of this section, a
revenues to the fund (other d se- gr tion or payments in a manner c-on- ment. 3 : et
or a{gency ﬁxgﬁsihieiiga:fh tl?: fiscal gi)sc;ant with the follgwing ;;ztz’ziswn:htal g (e)e lﬂeféﬁﬁf.fg’ﬁ;, E%ioundary al gor-
curities on g e : . s
vidusls or gov- T State ental reorganization, o
year. . t and agency viduals or gov- reorganization, or change in governm e
held specifically for individu . constitution relevant to the i, gState s atu : it
ernments for which no discretii;gnb(éanalio(ei statuffaﬁzn of an entitlement of a unit pefore receiving a? ﬁ?gﬁ?&%ﬁ o ashat
exercised as to the amounts v ggnllscal government under the Act, oc- ment or tﬁ’-’yﬁ?ﬁi P M
to the recipient. ither par- curing prior to the beginning of an en- suant to tfat i e
rooh & G o X'al)lez I;gls :ecl;don < agdag e resulg 1:;194;1 a‘f:;tl' ai} tlﬁc;ggltlled in accordance with State
A e hool taxes, tion to the entitlement o: a u com e
IS 5ot Baaca o , ht to the attention of the Burea law. e et el
Ehen any procedure deemed equitable b’_’ g;-o ‘tlﬁe Census within 60 days (or by ignated by g’euG%?ns"fbmmed ke
the Secretary shall be utilized to ascer * June 30, 1973, in case of the third entltlel’-1 tlﬁcatlonf :h : %
e j Al- ment périod) after the beginning of suc Bureau o : ; : s
ation of funds under the Act wi ARy b PO § 51.24 Waiver of entitlement; non
based on data. lunmder by Agttwmazg en(Z) A boundary change, govemme;lt?l .livery of check ; insufficient data..

S ) ! : ;
based on data reportedtsbgo fh: gureau reorganization, or change 11'; tg ?hg e unit of local %overny
o the Cenn goved s;:u b s A constltutt;ion l;fil;eg? !;. unit of ment may waive its entlt.lgntlien;h :rc 191,;; .
i il tation of entitleme B e e

o T L rIm: the Act, occur- entitlemen : el
Bureat, 3 deﬁm.tions ove s aa sl iy i0 shall executive officer with the consen
i e s - ring during an entitlement penpd at e e of St it i
rt to the Department of the Treas S it i Pnrioonnt oo of such unit noifes he
f;goor oL T el ni? ttlrlgstul\:riirtl: until the next entitlement 1§ecrte;:htm‘ya't g:tai%lement il e e
manner which attex?ptis tﬁ_circugw;nt or ge e e odeia s I
frustrate the intent o is section. 3

; ~ FORRN
! Fo ) OGN
/ X L4 /\
Q o\
- » §
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waived within 60 days after the begin- such period (or during that State’s fis- (ii) The State’s total intergovern-
ning of the affected entitlement period. cal year ending on or immediately prior mental transfers to units of local gov-
The entitlement waived shall be added to the end of such period) and the pre- ernment during the preceding entitle-
to and shall become a part of, the ap- ceding entitlement period (or such fiscal ment period (or that State’s fiscal year
plicable entitlement of the next highest year) to all units of local government (as ending on or immediately prior to the
unit of government eligible to receive defined in §51.2(m)) in such State, is end of such period) multiplied by its own
entitlement funds in that State in which less than, : source revenue in that period (or such
the unit of government waiving entitle- (2) The similar aggregate amount for fiscal year) divided by its total revenues
ment is located. A waiver of entitlement the 1-year period beginning July 1, 1971 in that period (or such fiscal year).

by such unit of local government shall be (or that State’s fiscal year ending on or (3) Therefore, in a State in which the
deemed an irrevocable waiver for that immediately prior to the end of such formula is applied, maintenance (for a
entitlement period. : S period).

(b) Nondelivery. Entitlement funds for mental transfer effort to units of local
any entitlement period which are re- gﬁg é)elg;;i)grslesthcg a!r):;ﬁag? ag}) (rLZiugf government will be measured by the dif-
turned by the U.S. Postal Service to yhe tion in the 'ent.itlement of a State gov- ference between that State’s average ag-
Department of the Treasury as being o ment under this section for any en- gregate intergovernmental transfers to
nondeliverable because of incorrect B hanent period shall, for subsequent units of local government (over the ap-
dress information, or which are uUn- eniviement periods, be treated as an Propriate periods) as calculated by em-
claimed for any reason, shall be placed o ount transferred by the State gov- ploying the method described in para-
in tHe State and Local Government Fis- o nent out of its own sources during graph (b) (2) of this section and that
cal Assistance Trust Fund until such gych period to units of local government State’s own source intergovernmental
time as payment can be made. in such State. The phrase “own sources” transfers to units of local government in

(¢) Insuficient data. Entitlement means all sources of State revenue (in- € base period as calculated by employ-
funds for any entitlement period which cluding the State’s revenue sharing en- 1€ the method described in paragraph

are withheld from payment because of titlement funds) but excluding inter- () (1) of this section.
insufficient data upon which to compute governmental revenues received from the (4) Should the application of this for-
the entitlement, or for which payment Federal Government. mula during any entitlement period indi-
cannot be made for any other reason,  (b) Measurement of maintenance of Cateé nonmaintenance, for example,
shall remain in the State and Local Gov- effort. In those States that do not have Spould a State’s calculated own source
ernment Fiscal Assistance Trust Fund an accounting system providing an audit 2VeTage aggregate intergovernmental
until such time as payment can be made. trail for all funds concerned (from own Eransfeﬁf to units ﬂ(’ielocaé %(;vemment
; ; . source to final application) in intergov- (OVEr the appropriate periods) be less
§51 ?fstnf:‘:lsle;?:::i':leﬁe ::ndﬂ md ad- .  hraental Eranatar to units of local goy- than such transfers as calculated for the
ernment (such as those States in which Pase period, the difference (as defined in

(a) Reservation of entitlement funds. intergovernmental transfers to units of Paragraph (b)(3) of this section) shall

In order to make subsequent adjust- local government are made from a com- Cconstitute the future indicated reduction
ments to an entitlement payment under mingled fund with no identification as i that State’s entitlement unless such
this part which may be necessitated be- to specific revenue source), the following State can document to the Secretary that
cause of insufficient or erroneous data, formula may be applied by the Secretary e fact or amount of nonmaintenance
or for any other reason, the Secretary to establish the base year intergovern- 25 determined by application of the for-
shall reserve in the State and Local Gov- mental transfers to units of local govern- Ul is inaccurate.

ernment Fiscal Assistance Trust Fund ment from own sources and to generally (c) Alternative procedure. If the Sec-
such percentage of the total entitlement monitor level of accordance with the Yetary shall determine that application
funds for any entitlement period as in maintenance provision of paragraph (a) ©f the formula set forth in paragraph (b)
his judgment shall be necessary to insure of this section during future entitlement ©f this section in a particular case pro-
that there will be sufficient funds avail- periods: vides an inaccurate or unfair measure of
able so that all recipient governments (1) It shall be assumed that the ratio transfer effort, then any formula, pro-
will receive their full entitlements. Those of a State’s own'source intergovern- <¢edure, or method deemed equitable by
reserve funds will be distributed during mental transfers to units of local govern- e Secretary, may be utilized to measure
subsequent entitlement periods to recip- ment to that State’s total intergovern- Such transfer effort for the purpose of
ient governments as promptly as possible mental transfers to units of local gov- implementing the maintenance provi-
after the close of the time for adjust- ernment is equal to the ratio of that Sion.

ments pursuant to § 51.22. State’s own source revenues to its total (d) Adjustment where State assumes

(b) Adjustment to future entitlement revenues.Thus, for a State in which such responsibility for category of expendi-
payments. Adjustment to an entitlement formula may be applied, its base year tures.If the State government establishes
of a recipent government will ordinarily own source intergovernmental transfers to the satisfaction of the Secretary that
be effected through alteration to entitle- to units of local government shall be since June 30, 1972, it has assumed re-
ment payments for future entitlement assumed to equal its total intergovern- sponsibility for a category of expendi-
periods unless there is a downward ad- mental transfers to units of local gov- tures which (before July 1, 1972) was the
justment which is so substantial as to ernment in the base year multiplied by responsibility of local governments lo-
make future payment alterations im- its own source revenue in the base year cated in such State, then, the aggregate
practicable or impossible. In such case divided by its total revenues in the base amount taken into account under para-
the Secretary may demand that the year. graph (a)(2) of this section shall be
funds in excess of the initial entitlement (2) In a State in which the formula is reduced to the extent that increased
included in an entitlement payment be applied, the State’s own source inter- State government spending (out of its
repaid to the Secretary, and such funds governmental transfers to units of local own sources) for such category has re-

shall be promptly repaid on demand. gox:;rm:leng;e in a futur& entitlement pe- placed corresponding amounts which for
SRR riod shall assumed to equal the aver- the l-year period beginning July 1, 1971
§ 51'1206 al sg'::;:‘:;;’;“’“mam transfers 10 g0 of (or that State’s fiscal year ending on or

] (i) The State’s total intergovern- immediately prior to the end of such
(a) General rule. The entitlement of mental transfers to units of local gov- beriod) it transferred to units of local
any Statp govement for any entitle~ ernment during that period (or that government. ;
inent period beginning on or after July 1, State’s fiscal year ending on or imme- (e) Adjustment where new taxing
9173, ls)hall be reduced by the amount (if diately prior to the end of such period) powers are conjerred upon local govern-
any) by which— multiplied by its own source revenue in ments. If a State establishes to the satis- -
(1) The average of the aggregate that period (or such fiscal year) divided faction of the Secretary that since June
amounts transferred by the State gov- by its total revenues in that period (or 30, 1972, one or more units of local gov-
ernment out of its own sources during such fiscal year) and ernment within such State have had con-
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9 Adjustment for maximum and

results from the application of this sec- §51.2 nl

: hall inimum per capita entitlement;
g el ta:dr;gtglézgoﬁ& tion (after any judicial review) ,s; bz 1:emem s bt .
o aggr eg;t:g:»;gu?a) (2) of this transferred nm:raghtimsdegethe Treasury  (a) County areda W_,imu":,ﬂily;ﬁ?;
zggﬁ‘éﬂ»sﬁﬁn bepreduced to the extent of f:nt(lll :odt:;e fgx:w g g be- o W
th? grﬁf a(.)rfn_(;unt equal to the amount of comes final. :

to section 108(b) (6)
general. Pursuant ita amount allo-
of the Act, the per caplid & wh 5 = ot

- s ula. to any county area shall be
ted by reason of the exe 51.27 Optional form cated than 145
f:?sit:fxsesc‘if]xlgv taxing authority by such : (8) In gemeral. A State ﬁmrﬁgﬁ: less than 20 ?;?iﬁ}clllsoro?cgfe arnotnt
the-allocal ercent, O o
local governments, o 1 to the amount of may by law provide fozng county areas, gnocated to the State under section 106
(3) A BROUDS e(ég%he State by reason entitlement fuptgs :}m local government o the Act divided by the population of
enue uni g
the loss of re":.axmg authority being con- ©OF amc;gin county governments, Indian  that State. -five-percent
e su(cih ﬁe:fmn local governments. éoitéleir and Alaskan native villages) : (1) (2) One hundred l{or;‘ﬂ;1 g: 151;1_ kit
ferred O ; S tion multiplied ,yJe, If a county area al.0¢
ken into consider-  op the basis of the popula e ent limit, its allocation
No amount shall be t& is sec- | tax effort factors of such  than the 145-perc ) il
(e) (1) of this se by the general tax : d to the 145-percent leve
ation under paragraph uthority is an or units of local governments; OF,  ghall be reduce <hall be shared
tion if such new taxing & 1 6ok areas £ the population multi- and the resulting surplus 7
ized rate O (2) on the basis 0 Iy by all remaining uncon
increase in the author ed kind of tax, by the relative income factors of proportionately by
under a previously ?sutg;:?:mlned by the gtllifg ar!:aas or units of local government: strained county areast. rule. Tf, after the
o s to have decreased @ Telated o, (3) on the basis of & S T ragraph (a) (2) of this
Secréuid ' se two factors. Any State which pro-  gpplication ion is less
St?g' t?:écial rule for period beginning 31‘325 by law for such a ;r;:(iia%;ns‘ilnbsge iﬁctiogﬁeaztaoggge:zeﬁ;}é%:: :.uocation
f the entitle- gyjcation formula prov - than 5 the 20-percent level
July 1, 1973. In the °”§u‘1’ 1, 1973, the 108(b) (2) and (3 of ghall be increased to the
: 3 ns 108(a) or be shared
meTS ?em)dtli)tﬁgixggxﬁ%eﬂo% for purposes gge Act, shall notify the Secretary of and the r&sultiing d:%c}-‘é,;t;?gmg uncon-
PLEGIES (1) of this section shall such law not later than 30 days before proportionately by 2
of paragraph 1()21)11g the 1-year period be- _ihe peginning of the first entitlement gtrained county g:a"f'ent (other than a
ba e that States fiscal * period to which such law 15 £0 apply. Any (o) Local government (Ol popira)
5 June 30, . h law shall: > - r-capita
ye?;)wggz?ﬁd:u%? %:operiod beginning (1) Provide for alloca?lt}os ;Ooaﬁgzgigg Exceptta.s aﬁgﬁ;ﬁﬁd tl:’elow, tla;i It)e e lgcal
f the entitle- ¢ the aggregate amoun e amoun ty govern-
July 1, 1976. In the Cas® 07 1% 0og “and T ons 108(a) or 108() (2  government (other than a county :
ment period beginning July 1, e under su ; O ehall be not less than 20-percent,
76, the aggregate d (3) of the Act; me o-thirds
endh\;igltntg‘fégbfrftglé::ount under para- an(2) Apply uniformly throughout theé  nor more thaﬁln?z.ﬁ)::::exg ’g t&e State
:l:;%h Skl sgcgorrll(fiofhgh:ggg: St?'?),' ;:ngly during the period beginning %ﬁl(;;'es:clagn 106 of the Act, divided by
ceding entitlement period & aer D S the first entitlement  {}e population of that State.
n into account under ., the first day of the e P _five-percent
Sl SO 5ot this secton sl b v toyiioh apples and enein OB (0 00, B, pocroment s i
; (put for 976. rule. &
one-nalf of the amounts LS,y into DG Singte Hegislation required. If & located an amount greater than the 18-
this pazagrap g State government alters its county area percent limit, its alllocation s
P Report by Governor, PIIAnt 10 aocation formuls of 18 STLR"Soch OS5 openty-percent rule 1t 8 unlt of
d in order t allocation formula, ; - ’ S
the authority of § 5110 28 men nly once and rnment is allocated an am
this section, the n may be made only local gove: C v
gfoe?nfgfl 5?3@% g‘.?te shall submit to ﬁtf:tatég made in the same legislative jecq tpanut t;f 2? -plg::g métio:vl:;cif
Vv : e inc
i 0 days after the tment. tion shal {
b Sectfﬁtag{atg:hfllgcgl year, on a form enz(ag) Certification required. Paragraphl ity 20-percent hm'it or 50 t?%rct?:;’egf :Eg
end of the =8k he aggregate transferS (o5 op this section shall apply within & um of that unit’s adjuste
ggo:: olgg source revenues to untiﬁ of 1°;' State only if the Seﬁretag'ghcgtrlgiﬁrgz ;il;gt tra('nif%.iie undred-percent criferion. It
itlemen’ mplies wi 5 c % i
el government, for, those, SHLLICILY e e L eeraph, The SECrelary  gne amunis slioeated o TeclBient 8oL,
periods 0 ; i such law with re- ents of a )
ﬁe?1§m'131111: é:gger% own source revenues. :g:};lt, ’igt vsgrizltflyh?ieceives notification ;ﬁ??ént of the amount allocated to that

allocated to
f - 0 days prior to the first gpae the amount to be
(2) The State’s total revenues b later than 3 S Ttcke 48 1 e b e ststod APDIO-
. 'If‘lie Stlagg;seommwn:gg st i :gglt:'ement i 8 .;(;‘ilallgy,a ;nd the allocation process shall
units of loca . <

i d
3 its s ted until the amounts allocate
(4) The State’s tgtal transfers to un §51.28 Adjustment o £ data factors. ; 1t)§ ;':g?)?ent N ey amenits of & Etate £ t:l
o govet' neril’n' entitlement. If the The data tactors and data definitions 149 percent of the amount allocated to
" tfre&fl ﬁg(:-eason to believe that par- ysed in computing entitlemenrt.f otcxlngveﬁ'l ttgg that State. :
sgcr;;h (a) of this section requires & Act for any entltlement“.; 1;: e Lo Subart Prohibition and Restri ctions on
eduction in the entitlement of any State made available to each Sta g nsoomn‘ = B Use of Funds
govemment for any entitlement pgriod, and umtb ;)f l}gca-i1 g:‘\lr:hmmgosxé a.sent VL' g 8150 Almssiing el
i ble notice and OP- practicable. kac Tnm ;
Doy Tor heaing o the St 1, B gen & eoeml ey |, I, Sl Sl o Ty
ines that paragraph question those data factors & ay not be used, direc x :
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funds applies to Federal programs where
Federal funds are required to be matched
by non-Federal funds and to Federal pro-
grams'which allow matching from either
Federal or non-Federal funds.

(b) Secondary recipients.—The prohi-
bition of paragraph (a) applies to a re-
cipient government’s entitlement funds
which are transferred by it to another
governmental unit or private organiza-
tion. A violation of this section by a sec-
ondary recipient shall constitute a viola-
tion by the recipient government and the
penalty provided by subparagraph (f) of
this section shall be imposed on the re-
cipient government.

(e¢) Certification required.—Pursuant
to § 51.12, the chief executive officer of
each recipient government must certify
to the Secretary that entitlement funds
recéived by it have not been used in vio-
lation of this section. E

(d) Increased State or local govern-
ment revenues.—No recipient govern-
ment shall be determined to have used
funds 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 that
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-year 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 of compliance.—No
recipient government shall be determined
to have 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 was accompanied by an aggregate
increase in nonmatching funds expéndi-
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) Determination by Secretary of the
Treasury. If the Secretary has reason to
believe that a recipient government has
used entitlement funds to match Federal
funds in violation of the Act, the Secre-
tary shall give such government notice
and opportunity for hearing. If the Sec~
retary determines that such government
has, in fact, used funds in violation of
this section, he shall notify such govern=-
ment of his determination and shall re-
quest repayment to the United States
of an amount equal to the funds so used.
To the extent that such government fails
to repay such amount, the Secretary shall
withhold from subsequent entitlement
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 Sec-
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retary may refer the matter to the At-
torney General for appropriate -civil
action.

(g) Use of entitlement funds to supple-
ment Federal grant funds. The prohibi-
tion on use of entitlement funds con-
tained in paragraph (a) of this section
does not prevent the use of entitlement
funds to supplement other Federal grant
funds. For example, if expenditures for
a project cxceed the amount available
from non-Federal funds plus matched
Federal funds, the recipient government
may use entitlement funds to defray the
excess costs: Provided, however, That
the entitlement funds are not used to
match other Federal funds: And Pro-
vided further, That in the case of a unit
of local government, the use of entitle-
ment funds to supplement Federal grants
is restricved to the category of expendi-
tures as set forth in § 51.31.

§ 51.31 Permissible expenditures.

(a) In general. Entitlement funds re-
ceived by units of local government may
be used only for priority expenditures.
As used in this part, the term “priority
expenditures” means:

(1) Ordinary and necessary mainte-
nance and operating expenses for—

(i) Public safety (including law en-
forcement, fire protection, and building
code enforcement) ;

(ii) Environmental protection ((n-
cluding sewage disposal, sanitation, and
pollution abatement) ;

(iii) 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 and necessary capital
expenditures authorized by law. No unit
of local government may use entitlement
funds for nonpriority expenditures which
are defined as any expenditures other
than those included in paragraph (a) (1)
and (2) of this section. Pursuant to
§ 51.12, the chief executive officer of each
unit of local government 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 of entitlement funds for debt
retirement.—The use of entitlement
funds for the repayment of debt is a
permissible expenditure provided that:

(1) Entitlement funds are not used to
pay any interest incurred because of the
debt,

(2) The debt was originally incurred
for a priority expenditure purpose as de-
fined in this section,

(3) The actual expenditure from the
proceeds of the indebtedness (.e., for
materials, contractors, etc.) was made on
or after January 1, 1972 (the beginning
of the first entitlement period),

(4) The actual expenditures from the
proceeds of the indebtedness were not in
violation of any restrictions enumerated
in this subpart.

(¢) Effect of noncompliance.—In the
case of a unit of local government which

uses an amount of entitlement funds for
other than priority expenditures as de-
fined in paragraph (a) of this section, it
will pay over to the Secretary (for deposit
in the general fund of the Treasury) an

amount equal to 110 percent of any .

amount expended in violation of para-
graph (a) of this section, unless such
amount of entitlement funds is promptly
repaid to the trust fund of the local
government after notice by the Secretary
and opportunity for corrective action,

§ 51.32 Discrimination.

(a) Discrimination prohibited. No per-
son 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 or ac-
tivity funded in whole or in part with
entitlement funds made available pur-
suant to subtitle A of title I of the Act.
For purposes of this section “program or
activity” is defined as any function con-
ducted by an identifiable administrative
unit of the recipient government, or by
any unit of government or private con-
tractor 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 transferred from the
recipient government’s trust fund to an
identifiable administrative unit and dis-
bursed in a program or activity.

(b) Specific discriminatory actions
prohibited. (1) A recipient government
may not, under any program or activity

to which the regulations of this section -

may apply, directly or through con-
tractual or other arrangements, on the
grounds of race, color, national origin, or
sex:

(i) Deny any service or other benefit
provided under the program or activity.

(ii) 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.

(iii) Subject to segregated or separate
treatment in any facility in, or in any
matter or process related to receipt of
any service or benefit under the program
or activity.

(iv) Restrict in any way the enjoyment
of any advantage or privilege enjoyed by
others receiving any service or benefit
under the program or activity.

(v) Treat an individual differently from
others in determining whether he satis-
fies any admission, enrollment, eligibility,
membership, or other requirement or
condition which individuals must meet
in order to be provided any service or
other benefit provided under the pro-
gram or activity.

(vi) Deny an opportunity to participate
in a program or activity as an employee.

(2) A recipient government may not
utilize criteria or methods of adminis-
tration which have the effect of subject-
ing individuals to discrimination on the
basis of race, color, national origin, or
sex, or have the effect of defeating or sub-
stantially impairing accomplishment 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 government in deter-
mining the site or location of facilities
may not make selections of such site or
location which have the effect of exclud-
ing individuals from, denying them the
benefits of, or subjecting them to dis-
crimination on the grounds of race, color,
national origin, or sex from, the benefits
of an activity or program; or which have
the purpose or effect of defeating or sub-
stantially impairing the accomplishment
of the objectives of the Act and of this
section.

(4) A recipient government shall not be
prohibited by this section from taking
any action to ameliorate an imbalance in
services or facilities provided to any geo-
graphic area or specific group of persons
within its jurisdiction, where the purpose
of such action is to overcome prior dis-
criminatory practice or usage.

(56) Notwithstanding anything to the
contrary in this section, nothing con-
tained herein shall be construed to pro-
hibit any recipient government from
maintaining or constructing separate
living facilities or rest room facilities for
the different sexes. Furthermore, selec-
tivity on the basis of sex is not prohib-
ited when institutional or custodial
services can properly be performed only
by a member of the same sex as the
recipients of the services.

(¢) Assurances required. Pursuant to
§ 51.10(b), each Governor of a State or
chief executive officer of a unit of local
government shall include, in the assur-
ances to the Secretary required by that
section, a statement that all programs
and activities funded in whole or in part
by entitlement funds will be conducted in
compliance with the requirements of this
section. Such assurances shall be in a
form prescribed by the Secretary.

(d) Complaints and investigations.
Any person who believes himself, or any
specific class of persons who believe
themselves, to be subjected to discrimi-
nation prohibited by this section, may by
himself or by a representative file with
the Secretary a written report setting
forth the nature of the discrimination
alleged and the facts upon which the al-
legation is based. The Secretary shall ad-
vise the chief executive officer of the
recipient government of the receipt of
such report. If the Secretary has reason
to believe that the report shows a re-
cipient government has failed to comply
with the provisions of this part, he will
cause a prompt investigation to be made
with respect to the facts and circum-
stances alleged in the report and with
respect to the program or activity con-
cerned. Such investigation may be made,
if necessary, with the assistance of com-
plainants or of the recipent government.
No representative of a recipient govern-
ment nor any of its agencies shall in-
timidate, threaten, coerce, or discrimi-
nate against any person or class of per-
sons because of testimony, assistance, or
participation in an investigation, pro-
ceeding, or hearing under this section.

(e) Compliance reviews. The Secre-
tary shall monitor and determine com-
pliance of recipient governments with
the requirements of this section and of
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the Act. Compliance reviews will be
undertaken from time to time, as appro-
priate, at the discretion of the Secretary.

(f) Procedure for effecting compli-
ance. (1) Whenever the Secretary deter-
mines that a recipient government has
failed to comply with this section, he
shall notify the chief executive officer of
such recipient government and the Gov-
ernor of the State in which such gov-
ernment is located of the noncom-
pliance and shall request the Governor
to secure compliance. If within a rea-
sonable time, not to exceed 60 days, the
Governor fails, or refuses to secure com-
pliance, the Secretaryis authorized:
(1) To refer the matter to the Attorney
General of the United States with a rec-
ommendation that an appropriate civil
action be instituted; (ii) to exercise the
powers and functions and-the adminis-
trative remedies provided by Title VI of
the Civil Rights Act of 1964 (42 U.S.C.
20004) ; or (iii) to take such other action
as may be authorized by law.

(2) No action to effect compliance with
this section by any other means author-
ized by law shall be taken by the De-
partment until:

(1) The Secretary has determined that
compliance cannot be secured by volun-
tary means, and the recipient govern-
ment has been notified of such deter-
mination; and

(ii) The expiration of at least 10 days
from the mailing of such notice to the
recipient government. During this period
of at least 10 days, additional efforts may
be made to persuade the recipient gov-
ernment to comply with this regulation
and to take such corrective action as
may be appropriate.

(3) An order pursuant to Title VI of
the Civil Rights Act of 1964 terminating
or refusing to grant or continue entitle-
ment payments or demanding the for-
feiture, repayment or withholding of
entitlement funds shall become effective
only after the procedures in paragraph
(f) (1) of this section have been complied
with and: ;

(i) The Secretary has advised the re-
cipient government of its failure to com-
ply and has determined that compliance
cannot be secured by voluntary means;

(ii) There has been an express finding
on the record, after such notice pre-
scribed in this section, and after oppor-
tunity for hearing, of a failure by the re-
cipient government to comply with a
n;cgirement imposed by or under this
part;

(iii) The action has been approved
by the Secretary; and

(iv) Thirty days have elapsed after
the Secretary has filed with the Com-
mittee on Ways and Means of the House
of Representatives and the Committee on
Finance of the Senate a full written re-
port of the circumstances and the
grounds for such action; and

(v) The forfeiture or repayment of
entitlement funds shall be limited to the
particular recipient government as to
whom a finding of noncompliance is
made with this section and shall be
limited to the program or activity in
which such noncompliance has been so
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found. The amount of entitlement funds
as are forfeited by the recipient govern-
ment shall be reflected in a downward
adjustment to future entitlement pay-
ments and shall be deposited in the gen-
eral fund of the Treasury. If the Sec-
retary determines that adjustment to
future entitlement payments is imprac-
ticable, he may refer the matter to the
Attorney General for appropriate civil
action to require repayment of such
amount to the United States. Further-
more, the Secretary shall withhold pay-
ment of all entitlement funds to a recipi-
ent government for which there has been
a finding of noncompliance until such
time that he is satisfied that such gov-
ernment will comply with the provisions
of this section.

(g) " Delegation. The Secretary may
from time to time assign to officials of
the Department, or to officials of other
departments or agencies of the Govern-
ment with the consent of such depart-
ments or agencies, responsibilities in
connection with the effectuation of the
purposes of this section (other than the
review of initial decision of the adminis-
trative law judge) including the achieve-
ment of effective coordination within the
executive branch in the implementation
of Title VI of the Civil Rights Act of 1964
(42 U.S.C. 2000d).

(h) Hearing procedure. Whenever a
procedure which requires due notice and
opportunity for hearing is involved by
the Secretary to effect compliance under
this section, the procedural regulations
promulgated in Subpart F of this part
shall govern.

. §51.33 Wage rates and labor standards.

(a) Construction laborers and me-
chanics. A recipient government which
receives entitlement funds under the Act
shall require that all laborers and me-
chanics employed by contractors or sub-
contractors in the performance of work
on any construction project, 25 percent
or more of the costs of which project are
paid out of its entitlement funds: (1) Will
be paid wages at rates not less than those
prevailing on similar construction in the
locality as determined by the Secretary
of Labor in accordance with the Davis-
Bacon Act as amended (40 U.S.C. 276a—
276a-7); and, (2) will be covered by
labor standards specified by the Secretary
of Labor pursuant to 29 CFR Parts 1, 3,
5,and 7.

(b) Request for wage determination.
In situations where the Davis-Bacon
standards are applicable the recipient
government must file with the regional
office of the U.S. Department of Labor,
a Standard Form 308 requesting a wage
determination for each intended project
at least 30 days before the invitation for
bids, and must ascertain that the wage
determination issued and the contract
clauses required by 29 CFR 5.5 and 29
CFR 5a.3 are incorporated in the con-
tract specifications. The recipient gov-
ernment must also satisfy itself that the
successful bidder is made aware of his
labor standards responsibilities under
the Davis-Bacon Act. :

(c) Governmente
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Subpart F—Proceedings for Reduction in

§ 51.52 Reasonable notice and oppor-
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ernor of the State in which the unit of (b) Contents. The answer shall con-
local govermnentislocat;ed. tain a statementdof ga%tsf which (i;mﬁ'
¥ e . stitute the grounds O efense, an

§ 51.54 Institution of proceeding. Shall specifically admit or deny each

A proceeding to require repayment of allegation set forth in the complaint, ex-
funds to the Secretary, or %o withhold cept that the respondent shall not deny
funds from subsequent entitlement pay- a material allegation in the complaint
ments, or to reduce the entitlement of & which it knows to be true; nor shall a
recipient government, shall be instituted
by the Secretary by a complaint which
names the recipient government as the

respondent. B
) 5 tively special matters of defense.

§SL55 - Contpita gl coml,’lamt' (¢c) Failure to deny or answer allega-

(a) Charges. A complaint shall give & tion in the complaint. Every allegation

plain and concise description of the al- in the complaint which is not denied in

legations which constitute the basis for the answer shall be deemed to be ad-

cient information to form a belief when
in fact it possesses such information.
The respondent may also state affirma-

the proceeding. A complaint shall be mitted and may be considered as proved, §51.61 Administrative  law

deemed sufficient if it fairly informs the gand no further evidence in respect of
respondent of the charges against it 50 guch allegation need be adduced at a

that it is able to prepare a defense to the hearing.
charges. (d) Failure to file answer. Failure to

(b) Demand for answer. Notification — file an answer within the time prescribed 4" (5 17.8.C. 3105)
in the complaint, except as the time for ceedings upon C omplaints filed under

shall be given in the complaint as to the
place and time within which the re- answer is extended under paragraph (a)
spondent shall file its answer, which time of this section, shall constitute an ad-
shall be not less than 30 days from the mission of the allegations of the com-
date of service of the complaint. The plaint and a waiver of hearing, and the
complaint shall also contain notice that administrative law judge shall make his
o cison by deteult vl o renderet ndings i SeolleR Ul ™
. 4 a hear or further procedure.
fails to file its answer as required. (e) Reply to answer. No reply to the
§ 51.56 Service of complaint and other respondent’s answer shall be required,
papers. and new matter in the answer shall be
(a) Complaint. The complaint or & deemed to be denied, but the Secretary
true copy thereof may be served upon r?la‘gl ffiille 2 rer;}yt;lt; %ﬁ:{e&;’,‘e ’i‘:g
the respondent by first-class mail or by e 3 Or:fests i i
'cex:tiﬂed mail, return receipt requested; judge so req 2
on i may b served i otber MANDET  juage, Upon receipt of the snwer Y L1g
ent. Where the service is by certifled Elge:é’gédogegg:;rgngf fpggp%;um%e
madil, the return Postal Service receipt the respondent to ﬁie an answer within
duly signed on behalf of the respondent the tim “ibed in the complaint or
shall be proof of service. t edpgesc e i (;; this
(b) Service of papers other than com- o ‘a‘ . t‘;'l unae lp. n:gfagd el
plaint. Any paper other than the com- B 'Onﬁl ed()e cgnllfba.x e to the .
plaint may be served upon the respond- gﬁ;;st 1 Sl B h edre wh% el then
ent or upon its attorney of record by strative law Judge
proceed to set a time and place for hear-

stitute complete service. :
(c) Filing of papers. Whenever the g}iﬁ’:’ Ig'é:ii:; ?:’;: 15-dszn I} adyanes
filing of a paper is required or permitted 2
in connection with a proceeding under § 51.58 Supplemental charges.
this _part, and the place of filing is not If it appears that the respondent in
specified in this subpart or by rule or its answer falsely and in bad faith, denies
order of the administrative law judge, a material allegation of fact in the com-
the paper shall be filed with the Director, plaint or states that it has no knowledge
Office of Revenue Sharing, Treasury De- sufficient to form a belief, when in fact
partment, Washington, D.C. 20226. All it does possess such information, or if it
papers shall be filed in duplicate. appears that the respondent has know-
(d) Motions and requests. Motions ingly introduced false testimony during
and requests may be filed with the desig- the proceedings, the Secretary may
nated administrative law judge, except thereupon file supplemental charges
that an application to extend the time against the respondent. Such supple-
for filing an answer shall be filed with mental charges may be tried with other
the Director, Office of Revenue Sharing, charges in the case, provided the re-
pursuant to § 51.57(a). spondent is given due notice thereof and

8 51.2‘1 E lﬁxsj‘:xgrg’e .referral to administra-  4ofense thereto.

(a) Filing. The respondent’s answer §51.
shall be filed in writing within the time
specified in the complaint, unless on
application the time is exténded by the allegations in a pleading and the evi-
Secretary. The respondent’s answer shall dence adduced in support of the plead-
be filed in duplicate with the Director, Iing,
Office of Revenue Sharing.

pleadings.
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order or authorize amendment of the

pleading to
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conform to the evidence:
e party that would other-

wise be prejudiced by the amendment is

given reasonabl

e opportunity to meet the

allegation of the pleading as amended.
The administrative law judge shall make
findings on any issue presented by the
amended.

pleadings as sO

respondent state that it is without suffi- §51.60 Represe TR

A respondent or proposed respondent
may appear in person through its chief
r or it may be represented
by counsel or other duly authorized rep-
resentative. The Secretary shall be rep-
resented by the General Counsel of the

executive office

Treasury.

powers.

judge;

(a) Appointment. An administrative
ointed as provided by sec-
tion 11 of the Administrative Procedure

law judge, app

this subpart.
(b) Powers
judge. Among

jaw, the admin
have authority,
proceeding under

following thin

shall conduct pro-

of administrative law
other powers provided by

g5t

istrative law judge shall
in connection with any
this subpart, to do the

(1) Administer oaths and affirma-

ns;

(2) Make ruling upon motions and
requests. Prior to the close of the hearing
no appeal shall lie from any such ruling
discretion of the adminis-

except, at the
trative law

(3) Determine th

duct. In deter
ing the admini

N : judge, in extraordinary
(f) Referral to administrative law  .j.cumstances; p

e time and place of
hearing and regulate its course and con-

mining the place of hear-
strative law judge may

take into consideration the requests and
convenience of the respondent or its

counsel;

(4) Adopt rules of procedure and

modify the same

first-class mail. Such mailing shall con= o ang shall serve notice thereof upon g{::ﬁgl; mm gfs;

from time to time as
or the orderly disposi-

(5) .Rule upon offers of proof, re-
ceive relevant evidence, and examine

witnesses;

depositions;

(7) Receive an
written argum
(8) Hold or pr

(6) Take or authorize the taking of
d consider oral or
ents on facts or law;

ovide for the holding

of conferences for the settlement or sim-
plification of the issues by consent of the

parties;

(9) Perform such acts and take such
measures as are necessary or appropri-
ate to the efficient conduct of any pro-

ceeding; and

(10) Make

decision.

is afforded an opportunity to prepare its § 51.62 Hearings.

(a) In general.

initial

findings and

The administrative

59 Proof; variance; amendment of law judge shall preside at the hearing

on a complaint. Testimony of witnesses

In the case of a variance between the o)) pe given under oath or affirmation.

The hearing shall be stenographically

10, 1973

recorded and

2

transcribed. Hearings will
be conducted pursuant--to_section 7 of
Pl =27,

/&

/[Q

3
.V ‘\'\

LaN
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RULES AND REGULATIONS

the Administrativ
U.S.C. 556). e Procedure Act (5 (&) Objections. O
shall . Objections to evidence Where the hearing is st
g is stenographically

(b) Failure to ap. be in
pear. If a res short form, stating
pondent grounds of objection relied ult;on :gg ll.)ee;);,‘t id bi; a regular employee of the
{ rtment of the Treasury
» & copy

fails to appear at th i
e hearing, after
notice thereof has bee & due. .the record ch
n served upon it all not include argum :
upon its counsel of record, it shall e e, g, gt | o It the oty
eeuned to have walved the right t0 3 ministrative law judge. Rulings on such ent or s counsel at actual cost of dupi-
e administrative law No exceptignailo b&: part of the record. the héarmxge:roite;‘hm btiatskjmn JEEinataing
ruling is necessary o g of deposi-

judge may make his fin
sion agai dings and deci- to ti
nst the respondent by default. thep;i?cged&h; right of either party to tg’:s p:;umg%:uggu:d to the parties upon
' : R e R T T

(c) Waiver of hearin

g. A respondent

may waive th

Sttty ?:;r}?xg;;y Efgvrrﬂiigg the $51.65 Depositions. §51.67 P

ertéef;’re the date set for hearing gf,hoa.!:; a li;:n;" general. Depositions for use at “sions. roposcd findings ‘and conclu-
the :dgmsixflo waive hearing. In such ‘event of the a.clgnl)n ay, with the written approval Except i

his ﬁndings,s ;r;g Yiicl?‘;’ jutc)ize may make by either tixnésgaaétggf law judge, be taken has fagedllzoc:;zivghgﬁe & Tephapdons
pleadings before hjms -‘i’ﬁ ased upon the ent or their duly ary or the respond- has failed to a e complaint or

. The decision : ; authorized repre: Sy i ppear at the hearing,
l:ila.in.lygshow that the respondent wa?irt!gg grva‘isbrpvfﬁ(t’fﬁ‘)ﬁeﬁay 1? - tal?ensﬁg'n tigz Yﬂ%vggdtgee g:ﬁ::nt% thek? 151;1'2{

' less than - ogatories, upon not tial decision X making his ini-
§ 51.63 Stipulations. other pa.rt;5 g;ys written notice to the reasonable 6pi)lcl>?ilur?it§ord e o S
i o y ore any officer duly au- DOse y to submit pro-
e administrative 1 orized to adminis y posed findings and .
prior to or at the beggnn?gvg g}‘%ﬁe lfhau eral purposes Suchtgﬁ %{l oathtfor gen- Dborting reasons therceti)'gx?lusmns and sup-
ing require that the e hear- state th ‘ en notice shall :

Partios nktamtil $0 e names of the witnesses § 51.68 Initial decisi s
me t;: s:ch stipulations as will eﬁmi- ‘ﬁea&i place where the depositiac;nng 232 trative law ju‘fgc::‘on of the adminis-
with respecf ";?fs"‘y of taking evidence written ot The requirement of 15 days _, AS soon as practi
e e e Seln  notice may be waived by the par- ko g e megine &rloy Ao e

0 substantial dis- » epositions may th any proj ceipt of
oo g et i rokin ekt SO Jakii S e oot ek fimes tmely o thiad by ot i barea
, where it a] i y agree even' » but in no
ax actlon, where It sppoars 8p-  partgs. d o by the SIEEL ier then 30 daya after the sub
ssion of proposed findin 1
gs and con-

propriate, throughout th
i e hearing an > )
d (b) Written ‘interrogatories. When a clusions if they are submitted, the ad
» € ad- .

shall call and conduct
which he d any conferences depositi
eems advisable with a view to roga.i;orice):xs1 i:nga Eg‘n upon written inter- [inistrative law judge shall mak
, oss-examination shall nitial decision in the case. T ea e his

the simplification, cl
, clarifi
cation, and dis- be upon written interrogat declsi
gatories. Copies sion shall include a statement of the -

position of any of the iss
ues involved f
51.64 Evi : of such written interr
§ Evidence. served upon the other :ﬁtol;ies shall be %edh;gs of fact and the conclusions
WOirl:i {)n general. Any evidence which Elce, and copies of any v%ﬂtt?eiu:;e no- the;:fgi’ a: well as the reasons or basis
eﬂdemegaodmverijf;‘;lep;’;‘cggai;he :'ules of cl::;‘rg:itloxg:s d:hn:gre%e 1;1;19,11ecl byr%srsgt 'gﬁefact. ‘law o gicggﬁoﬁ)tfggtéﬁs .
ters gs in mat- the o] record, a on
e PR e DR Focod, 820 el rovids G one o
missible and controllin s S ad- ties mutuall ons, unless the par- (a) An order tha.i the res;
sible: Provided that, thg as far as pos- wupon whose %eggree otherwise. A party 2V to the Secretary an a.xlr)xo ndent pay
T e mixy set e administrative must file it wlthalf a deposition is taken PO 110 percent of any amount gunt equal
ol b sl el Mol e the administrative law t© _Pe improperl eteturined
dgment such ge and serve one ¢ s y expended by the re-

Taxation would nob imual such re- posing party opy upon the op- Spondent in violation :

. Expenses in th et of §51.31 relating
L e % demneiiohe e Teparting 12 RERELY Gxpencibates; Ot
conclu 2 more speedily shall be borne by the (b) An order <
oo e g;’?;‘:tfée%%uld better at whose instance the deposition A gresito e Sec:ehtaatryth:nreasﬁ?lg%ngq pay
T iveloviait. friaaterial nce which 5 0 the amount of entitlement f:
titi : or unduly repe- §51.66 S > mined to be unds deter-

ous shall be excluded by the admin- repon:;';u:f; :g:l;lc!’ Lrecord; oath of Actand the Sl’fg:ils‘ﬁ)er‘lisi(;vmlag:x; of the
(¢) An order that the ik
Secretary with-

istrative law judge
(b) Depositions. The de (a) In
; . position of any general. A stenographi hol
e e e R e Sl sy ey @O
ay be admitted ) ing stipulatio to an amount equal
G Prood of Becemaits. O . missions of fact in all ns and ad- the amount of entitlement 5
} % ! i funds de-
FEnte. Yeoorda. it DRprs of cial docu- not arguments of ca proceedings, but termined to be expended in vi
< 3 lation of
pivi ko b el respond- wise ordered by th °“nseamnlm1“§1ess other- the Actand the provisions of this o
without the production e as evidence judge. A t c trative law  (d) An ord PgH: o
of the o g ranscript of the pr : rder that the entitleme
gxx;c:ivided that such documents, rm (and evidence) at the hearl?xgoii?nngs :ﬁcipient government be reducegt anﬁ
papers are evidenced as the origini made in &l ShaSe, e © ENCANG G MG e Ko i
R e oy B L ToPoTier o S bt
cu ; 7
oF custogfag%cfei k?: ghe respondent subscrigbe a.g oitgﬁg?g% l‘edcomridn shall (e) A:r order- dismissi
contain the seal of the resmffé and :i;re law judge, to be filed metge recci)s f{a; ings. - 18! ing the proceed-
(d) Ezhibits. If any d . e case, that he (or sh o
paper, or other tangfﬁe gf gﬁggﬁe&ﬁfg- correctly report the or:l) t‘;vslé] éﬁ;}; and 8 Sl.fzc rﬁerliﬁcali.on and transmittal of
it;mtroduced in evidence as an exhibit procecdings g% High hearing and S i g
the administrative law judge may a s ;ailtely transcribe the same to the best of After reaching his initial decisi
sug;’izi the withdrawal’ of the' exbibit s (or her) ability. %hdministrative NS St SEal ccliie tlég
DeE An e g o e Tcamped hef,;)mg qustceggé} In cases where the i C:gﬁﬁ?fr;cggdb:ﬁore him and shall
$ 3 i phically reported e certified
DI An sxigingd Wicumenh; pepec or 8 Cloveliatul SRRy ported by together with a certified Ry
ot MY bertméd (pursuauced, and a of the transcript m reporter coples decision, to th ed copy of his initial
rtifi s iy pt may be obtained f J e Secretary. The adminis-
g‘;ﬁled (sz)mc‘ifm 1!;his section) shall)l ge g:xmei:tﬁsmﬁfsdngt to exceedrt?g; g?:lil?i:ﬁga{lﬁgcﬁsf ha]ll) oo frn L%‘SY
¥ v e y contract be- the on by certified mail to
een the Government and the reporter. ent %Irue’éfx i’é:";’&‘,’:,ﬂ,?":{ :: thzresmnd‘
: cord.
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RULES AND REGULATIONS

§51.70 What constitutes record.
the Offic

or a notice of appeal gg tlg m:- of be submithl
£ Revenue Sharing the Statein whic
The transeript of testimony, pleadings 20

and exhibits, all papers and requests filed tiglfhsigtsfe(:‘?;g nm paragraphs () and (® ¢ 57,74 Publici

in the proceeding, together with all find- 2he D cretary .

ings, decisions and orders, shall con- 4.0 time allowed

or a review initiated by
his own motion within (
to the Director of the

to the public and
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ted to the Goyernor of the
h the respondent is located.

ty'of proceedings.

ducted under this subpart shall be open
to elements of the news

stitute the exclusive record in the matter. (e of Revenue Sharing, the initial G
§ 51.71 Procedure on review of decision cision of the administrative law judge media provided f,ha.t. in the judgment of
of administrative law judge. shall constitute the final decision of the the administrative law judge, the pres=
. Department. ence of the media does not detract from

the decorum and dignity of the proceed-

(a) Appeal to the Secretary. ‘Within 30
days from

The respondent shal
his appeal and reaso
Director of the Office O

of the respoﬁdent’s appeal, file @ reply
brief in opposition to the a the findines

of the reply brief, if one is filed, shall De  georetary’s decision
to tne respondent or 155 jmmediately to

transmlittgd d. U the filing of an
counsel of record. Upon e : : intained b
appeal and 2 reply brief, if any, the Sec- of the respondent or its counsel of record x;}aRe séng . Ssltx b b
retary shall make the final agency deci- §51.73 Effect of order of repayment oF ¢4 ingpect,
sion on the record of the administrative withholding of funds. ouments room of &
Jaw judge submitted to him. n case the final order against the re- practicable,

roctor of the Office  spondent is for repayment of funds t0 and the decisions of

of Revenue Sharing.In the absence of an
appeal by the respondent, the Director termined b
of the Office of Revenue Sharing may,
his own motion, hin 45 days after the
initial decision, serve on the respondent
by certified mail a notice that he will ap~
peal the decision to the Secretary, for titlement D

the Director of the O

Sharing or his counsel will file with the

counsel of record, who,
after receipt thereof, may file a reply ment

prief thereto with the Secretary and sub- action wi

the date of ;1111: iisistialtgecislign § 51.72 Decision of
and order of the trative law ‘
judge, the respondent may appeal to the dei)i:igx?%%aétfgo:a or review of the initial
Secretary and file his exceptions to the the Secretary will

initial decision and his reasons therefor. o
ecision. In making his dec
11 transmit & coDY o retary will review the record or such por-

npeal. A copy i ictrative law judge. A copy of the initia,

on upon reques

ithin 3¢ days from such notice, amount equ
fice of Revenue In case the final order agal
spondent is for the withholding of an

t of subsequent entitlement pay- Act. If a
unts as ordered shall be decision of
1d by the Director of the Office of which has
Sharing after notice to the chief of the Secre
the recipient govern- the U.S. Court o
that if it fails to take corrective law, the Secretary,

thin 60 days after receipt of tion of the filing of the petition for re-

further entitlement p
be withheld until the Secretary is complete tra

within 30 days executive officer of

to the Director of the Office the notice,

the Secretary.

ake the final agency under this

o t’&:ﬁiﬁfe tght;‘t;e_ tions thereof as may be cited by the par- lations of th
30 days from receipt ties to permit limiting of the issues. The ury pursuant
v Secretary may affirm, modify, or revoke (¢) Decision

iudge. The state
1 decision of the administrative 1aw
edings, whether or not
shall be indexed and

and initial decision of the j

the United States, such amount as de- law judege
y the order shall be repaid by the Depar
t by the Secretary. To the ex- through the Sup
tent that the respondent fails to do SO ments.

upon request of the Secretary, the Secre- , Sicial revi
tary shall withhold from subsequent en- § 51.75 Judicial review.
ayments to the respondent an
al to the amount not repaid. proceedin
inst the re- shall be subj

ing.
(b) Avail
dministrative law judge, established

the chief executive officer on appeal Or I'

suant to sectio
responde:

ayments view, sha

ability of record. The record
in any proceeding conducted

subpart shall be made avail-

all be transmitted judge in any proce

eview,
the Director of the Office
and made available

ion by the public at the public

ision the Sec~ able to inspection by
vided for and in accordance with resu-
e Department of the Treas-
to 31 CFR Part 1

s of the
ment of findings and the

the public as pro=

administrative law

the administrative

shall be published periodically

tment and offered for sale
erintendent of Docu-

Actions taken under administrative

gs pursuant to this subpart

of Revenue Sharing or his counsel. Upon
satisfied that appropriate corrective ac- proceeding, and

" tie filing of & reply brief, if any, the Sec-

retary will make the final agency

on the record of the administrative law compliance W
of this part. In every case

eal. In the absence respondent
of the final order and notice shall

judge.
(c) Absence of app

of either exceptions by the respondent a copy

FEDERAL REGISTER,

decision tion has bee

n taken and there ijs full rectness

is a unit of local government,
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ith the Act and regulations tificate toge
‘in which the shall then be

[FR D

ect to judicial review pur-
n 143 of Subtitle C of the
nt desires to appeal &
the administrative law judge
become firial, or & final order
tary for review of appeal, to
f Appeals, as provided by

upon prior notifica-

11 have prepared in triplicate, &
nscript of the record of the

shall certify to the cor-
of the record. The original cer-

ther with the original record
filed with the Court of Ap-

peals which has jurisdiction.

0c.73-6878 Filed 4-5-73;3:50 pm]

d uvaﬁ?/






What General
Revenue Sharing

Is All About

A guide to answer many
of your questions about

the State and Local Fiscal
Assistance Act of 1972

”~ FOA
/A ifa)
s O N
/Q e
ey o\
- 0l
< Pl
o 2
\ L= 7:
o f
\‘/\b\ 4
W b 4
N =
. ~

Department of the Treasury
Published by the Office of Revenue Sharing
Washington, D.C. 20220



BRIEF WORD . . .

As of this writing, many of the regulatory aspects of the
Act, coupled with developing administrative roles and audit
procedures, are in the interim stage. While much of this
guide’s information is up-to-date, changes are expected to
occur as the machinery for the administration of this act con-
tinues to pinpoint problem areas.

Thus, this guide should not be considered a final answer
to all questions or problems. But it can help you with your
early questions about Revenue Sharing while providing ave-
nues for you to seek definitive answers to specific problem
areas.

A special task force has been formed to handle questions
in the area of legal, auditing, administration, program devel-
opment, systems and computer programing and data
analysis.

You may writedirect:

Department of the Treasury,

Office of Revenue Sharing,
Washington, D.C. 20220

October 25, 1972.

A BIT OF HISTORY . ..

The general concept of Revenue Sharing took shape in America as far
back as 1805 when President Jefferson urged that Federal revenue be used
among the States for canals, rivers, roads, arts, manufacture, education and
other great objects within each State. While the concept of Revenue Sharing
lay dormant for some 125 years, the fifties and sixties saw a resurgence of
interest arise from both academic and political leaders,

Introducing a series of Revenue Sharing acts through the legislative
process during these periods produced no concrete results but did sustain
interest in both the need and desire for some form of Revenue Sharing as
essential to national and local government interests.

In his address to the Nation on domestic programs on August '8, 1969,
President Nixon stressed the necessity of implementing a Revenue Sharing
system as soon as possible. In a series of successive moves, the Nixon Admin-
istration and legislative supporters introduced Revenue Sharing bills that,
finally, saw passage in 1972 of the State and Local Fiscal Assistance Act.

This landmark legislation passed the House on June 22, 1972, and the
Senate on September 12, 1972. It then went to a Joint House and Senate
Conference Committee on September 13, 1972, to resolve differences in
both House and Senate versions. On September 26, 1972, the Conference

Committee issued their report. President Nixon signed the act into law on
October 20, 1972.

THE NEED FOR REVENUE
SHARING . . .

State and local governments unquestionably face financial problems of
a most severe nature. Experts say this will continue to expand—unless
checked—during the seventies.

The States, and especially local governments, bear the brunt of our more
difficult domestic problems. There is unanimity among many of the gov-
ernors and mayors throughout the land: They are unable to keep pace with
the growing financial pressures thrust upon them. There is an important
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reason for this; State and local revenues, based primarily on sales and prop-
erty taxes, oftendo not keep pace with national economic growth. At the
same time, costs for education, health, and welfare, items of great concern
to States and localities, tend to exceed economic growth.

Between the fiscal years 1955-1970, State and local general expenditures
rose almost three times in current dollar terms—from $33.7 billion to $131.3
billion. In fiscal year periods 1946-1970, State and local revenues, excluding
Federal aid, rose at an average rate of almost 10 percent per year.

Federal aid to State and local governments rose from $6.7 billion in fiscal
year 1959 to $36.8 billion in fiscal year 1972, and to $38.5 billion in fiscal
year 1973. But most Federal aid was categorical—dispensed for specific
purposes—and often could not be used for the most pressing State and
local needs.

The dramatic increase in spending at the State and local levels has
come about in response to a number of developments: general population
growth, increases in size of our cities and the accompanying need for more
social and economic -services. Coupled with these has been the effect of a
rising inflation which has added greatly to costs. Since 1966, for example,
prices paid by State and local governments for goods and services have
risen about one third. Adding further to the States’ financial problems have
been the flight of middle and high income people from cities to the suburbs.
This has left more cities with the pressing burden of providing services to
large numbers of people with low incomes who are able to pay only a small
share of the cost of government services.

Financial problems are not confined to just the cities. Small communities,
including many in rural areas, are also encountering' financial distress,
particularly where their inhabitants are poor and the tax base limited.

This, then, is part of the backdrop that led the Nixon Administration to
channel its efforts toward making Revenue Sharing a reality.

ITS POSITIVE POINTS . ..

The full impact of the State and Local Fiscal Assistance Act of 1972
will see these positive aspects:
—Immediate help:
* Relieves State and local fiscal crisis.
* Reduces pressure for increased property taxes.
—Equitable distribution:
¢ Puts money where the need is.

—An effective and responsive system of government:
* Moves money and power closer to the people.
* Eliminates red tape and duplicating programs.
* Recognizes communities—Individuals differ in needs.
* Combines resources and responsibilities at appropriate level of
government.
* Relies on local accountability.

KEY BUILDING BLOCKS OF THE
ACT . ..

1. It is simple—It is set up to work without the need for any major
Federal agency or bureau. The act’s operation is spelled out clearly and
specifically in the law. The money is distributed on the basis of census data
and other objective statistics.

2. It has few controls—State and local governments are free to exercise
their own discretion over the use of the funds providing they are used for
priority expenditures. These are ordinary and necessary maintenance and
operating expenses.

3. It is automatic—State and local governments can count on revenue
sharing in their own fiscal planning. The money is automatically available
for each of the 5 years as stipulated by the act.

4. It is fair—Funds go to every State, city, and county in the Nation.
All areas are included—urban and rural, large and small, rich and poor,
industrialized and agricultural.

5. It is basic to the New Federalism—Decision-making power over the
funds as well as the money itself is returned to State and local governments.
Accountability for the decision-making is left with local people.

SOME SPECIFICS . . .

Auditing—A small staff of auditors within the Office of Revenue Sharing,
backing up local governmental auditing procedures—will do some 300 audits
a year. Since 50 States receive one third of the revenue sharing money and 50
large cities another third, a small auditing staff can look at a major portion
of the total money. Auditing and accounting guidelines, evaluations and
reviews to assist local governments in their audit procedures are being
developed.

Legal—Interim regulations for immediate guidance to State and local
governments have already been published. Those regulations are prescribed
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for carrying into effect the purposes of the State and Local Fiscal Assistance
Act of 1972. Permanent regulations will be issued at a subsequent date
after interested parties have had an opportunity to offer comments.

Data—Basic data used for the Revenue Sharing formulas comes from
the Bureau of the Census. A continuous process of updating data and its
application to the allocation formulas will produce some difference in
payments at some levels of government. This will be resolved and appro-
priate payment corrections made.

Reports—Before the beginning of each entitlement period, each State
and local government must file with the Secretary of the Treasury a report
which sets forth the amounts and purposes they plan to either spend or
obligate Revenue Sharing funds during that period. Then at the close of
each entitlement period, the same governments must also file a report on
the amounts and purposes of Revenue Sharing money they have spent or
obligated.

Trusts—All Revenue Sharing funds received at State and local govern-
ment levels must be accounted for separately. This will assist in refining the
auditing procedures of the State and local governments.

Labor—All laborers and mechanics employed by contractor or subcon-
tractors in the performance of work or any construction project, 25 percent
or more of the costs of the project being paid out of its trust fund, will be
paid wages at rates not less than those prevailing on similar construction
in the locality as determined by the Secretary of Labor in accordance with
the Davis-Bacon Act. Each governmental unit must also require that per-
sons employed in government jobs financed in whole or in pait from
Revenue Sharing funds are to be paid wages not lower than the prevailing
rates of pay for persons employed in similar jobs by that government.

Anti-discrimination—The act clearly stipulates that no person shall—on
the grounds of race, color, national origin, or sex—be excluded from
participation in, denied the benefits of, or subjected to discrimination under
programs or activities funded in whole or in part with Revenue Sharing
money.

Public Disclosures—Local governments must submit reports on how they
plan to spend their money and how they, in fact, spent the money; the re-
port must be published in general circulation newspapers within their
geographic areas. The reports also have to be made available to all area
news media. This way, all citizens will have access to information on
how the money is being spent.

Appeals—If a State or local government feels it has not received equitable
treatment, it can appeal to the Secretary of the Treasury who will establish
procedures and avenues to resolve such problems.

Formulas—The act allocates trust fund moneys to States under two
formulas. Three-factor formula—population of the State, multiplied by the
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relative income factor of that State, multiplied by the general tax effort
factor of the State as it bears to the sum of the products for all States on
the ratio to $5.3 billion. Five-factor formula—based on general population,
urban population, per capita income, State income tax collections, and
general tax effort of State.

PINPOINTS . . .

* A 5-year program starting January 1, 1972.
¢ $30.2 billion to be returned to States and local governments.
* $5.3 billion will be paid for calendar year 1972.
Some 38,000 governmental units to receive payments.
Funds come from a portion of a special trust fund, Department of the
Treasury.
Special formulas used for computing State and local allocations.
* First check (approximately one-half of the 1972 payment) will be
mailed in fall 1972.
* Remainder of 1972 payment to be sent in January 1973.
Successive checks on quarterly basis.
One-third of payments to State; two-thirds to local governments.
After January 1973, States required to report before allocations how
money is planned to be spent, and after the period how the money
was spent or obligated.
For first payment in 1972, States must report how money was spent/
obligated.
Reports must be published in area newspapers and offered all media.
Citizens can thus see how money is being spent.
* Redress avenues available for States.
¢ States can change allocation formula but once during the 5-year period.
¢ States must place money in special trust fund.
* States and localities required to follow their existing accounting
procedures.
* States or local governments cannot use funds as matching funds for
Federal aid programs.
* Local governments can use funds for ordinary and necessary legal
capital expenditures.
* Secretary of the Treasury is fund trustee and must report to Congress
by March 1 of each year on operation and status of trust fund.
e Act is quite clear: no discrimination in use of funds; prevailing wage
rates must be paid in any job using any part of Revenue Sharing
funds.
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Public Law 92-512
92nd Congress, H, R, 14370
October 20, 1972

n Act

To provide fiscal assistance to State and local governments, to authorize Federal
collection of State individual income taxes, and for other purposes.

86 STAT, 919

Be it enacted by the Senate and House ol{: Representatives of the
United States of America in Congress assembled, Federal-
State revenue

TITLE I—FISCAL ASSISTANCE TO STATE AND LOCAL sharing.
GOVERNMENTS

Subtitle A—Allocation and Payment of Funds

SEC. 101. SHORT TITLE.

This title may be cited as the “State and Local Fiscal Assistance Act Citation of
of 19727, title,

SEC. 102. PAYMENTS TO STATE AND LOCAL GOVERNMENTS.
Except as otherwise provided in this title, the Secretary shall, for
each entitlement period, pay out of the Trust Fund to—
(1) each State government a total amount equal to the entitle-
ment of such State government determined under section 107 for
such period,and
(2{ each unit of local government a total amount equal to the
entitlement of such unit determined under 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 in installments, but not
less often than once for each quarter, and, in the case of quarters
ending after September 30, 1972, shall be paid not later than 5 days
after the close of each quarter. Such payments for any entitlement
period may be initially made on the basis of estimates. Proper adjust-
ment shall be made in the amount of any payment to a State govern-
ment or a unit of local government to the extent that the payments
previously made to such government under this subtitle were in
excess of or less than the amounts required to be paid.
SEC. 103. USE OF FUNDS BY LOCAL GOVERNMENTS FOR PRIORITY
EXPENDITURES.
(a) In GeneraL—Funds received by units of local government
under this subtitle may be used only for priority expenditures. For "Priority
purposes of this title, the term “priority expenditures” means only—  expenditures,!
’ (1) ordinary and necessary maintenance and operating expenses
or—
(A) public safety (including law enforcement, fire protec-
tion, and building code enforcement), =
(B) environmental protection (including sewage disposal, 7 FORp
sanitation, and pollution abatement), £ 2 <
(C) pui)lic transportation (including transit systems a >
streets and roads), . (< >
(D) health, | < &1
(E) recreation, ' N
(F') libraries, Y
() social services for the poor or aged, and X, e
H) financial administration ; and
; (2) ordinary and necessary capital expenditures authorized by
aw.
(b) Cerriricates BY LocaL GovernMmeNTs.—The Secretary is
authorized to accept a certification by the chief executive officer of a
unit of local government that the unit of local government has used
- 1
!
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the funds received by it under this subtitle for an entitlement period

only for priority expenditures, unless he determines that such certi-

fication is not sufficiently reliable to enable him to carry out his duties

under this title.

SEC. 104. PROHIBITION ON USE AS MATCHING FUNDS BY STATE OR
LOCAL GOVERNMENTS.

(a) I~ GeNErAL—No State government or unit of local government
may use, directly or indirectly, any part of the funds it receives under
this subtitle as a contribution for the purpose of obtaining Federal
funds under any law of the United States which requires such govern-
ment to make a contribution in order to receive Federal funds.

(b) DETERMINATIONS BY SECRETARY OF THE TREASURY.—If the Sec-
retary has reason to believe that a State government or unit of local
government has used funds received under this subtitle in violation of
subsection (a), he shall give reasonable notice and opportunity for
hearing to such government. If, thereafter, the Secretary of the Treas-
ury determines that such government has used funds in violation of

subsection (a), he shall notify such government of his determination.

and shall request repayment to the United States of an amount
cqual to the funds so used. To the extent that such government, fails to
repay such amount, the Secretary shall withhold from subsequent
payments to such government under this subtitle an amount equal to
the funds so used.

(¢) Increasep StaTe or Locar GovervmenT REvenues—No State
government or unit of local government shall be determined to have
used funds in violation of subsection (a) with respect to any funds
received for any entitlement period to the extent that the 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 one-year period
beginning July 1, 1971 (or one-half of such net revenues, in the case
of an entitlement period of 6 months).

(d) Depostts anp TransFers T0 GENERaL Funp.—Any amount
repaid by a State government or unit of local government under sub-
section (b) shall be deposited in the general fund of the Treasury. An
amount equal to the reduction in payments to any State government or
unit of local government which results from the application of this sec-
tion (after any judicial review under section 143) shall be transferred
from the Trust Fund to the general fund of the Treasury on the day
on which such reduction becomes final.

(e) CerrrFicaTEs BY STATE AND Locar, GovernmEeNTs.—The Secre-
tary is authorized to accept a certification by the Governor of a State
or the chief executive officer of a unit of local government that the
State government or unit of local government has not used any funds
received by it under this subtitle for an entitlement period in violation
of subsection (a)! unless he determines that such certification is not
sufficiently reliable to enable him to carry out his duties under this
title.

SEC. 105. CREATION OF TRUST FUND; APPROPRIATIONS.
(a) Trusr Funp.—

(1) I~ ceneraL.—There is hereby established on the books of
the Treasury of the United States a trust fund to be known as the
“State and Local Government Fiscal Assistance Trust Fund”
(referred to in this subtitle as the “Trust Fund”). The Trust Fund
shall remain available without fiscal year limitation and shall con-
sist of such amounts as may be appropriated to it and deposited
in it as provided in subsection (b). Except as provided in this title,
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amounts in the Trust Fund may be used only for the payments to
State and local governments provided by this subtitle.

(2) Trustee—The Secretary of the Treasury shall be the
trustee of the Trust Fund and shall report to the Congress not
later than March 1 of each year on the operation and status of the
Trust Fund during the preceding fiscal year.

(b) APPROPRIATIONS.— :

(1) I~ eeNERAL.—There is appropriated to the Trust Fund, out
of amounts in the general fund of the Treasury attributable to the
collections of the Federal individual income taxes not otherwise
appropriated— .

(A) for the period beginning January 1, 1972, and ending
June 30, 1972, $2,650,000,000; :

(B) for the period beginning July 1, 1972, and ending
December 31, 1972, $2,650,000,000; :

(C) for the period i)eginning January 1, 1973, and ending
June 30, 1973, $2,987,500,000; , G

(D) for the fiscal year beginning July 1, 1973,
$6,050,000,000; ;

(E) for the fiscal year beginning July 1, 1974,
$6,200,000,000 ; s

(F) for the fiscal year beginning July 1, 1975,
$6,350,000,000; and ;

(G) for the period beginning July 1, 1976, and ending

. December 31, 1976, $3,325,000,000. y

(2) NoNCONTIGUOUS STATES ADJUSTMENT AMOUNTS.—There is
appropriated to the Trust Fund, out of amounts in the general
fund of the Treasury attributable to the collections of the Federal
individual income taxes not otherwise appropriated— i

(A) for the period beginning January 1, 1972, and ending
June 30, 1972, $2,390,000; )

(B) for the geriod beginning July 1, 1972, and ending
December 31, 1972, $2,390,000; :

(C) for the period beginning January 1, 1973, and ending
June 30, 1973, $2,390,000; y

SD) for each of the fiscal years beginning July 1, 1973,
July 1, 1974, and July 1, 1975, $4,780,000; and

(E) for the gerio beginning July 1, 1976, and ending
December 31, 1976, $2,390,000.

(3) Deposrrs.—Amounts appropriated by paragraph (1) or (2)
for any fiscal year or other period shall be deposited in the Trust
Fund on the later of (A) the first day of such year or period, or
(B) the day after the date of enactment of this Act.

(¢) Transrers From Trust Funp 1o GENeraL Funp.—The Secre-
tary shall from time to time transfer from the Trust Fund to the
general fund of the Treasury any moneys in the Trust Fund which he
determines will not be needed to make payments to State governments
and units of local government under this subtitle.

SEC. 106. ALLOCATION AMONG STATES.

(a% In GeNEraL.—There shall be allocated to each State for each
entitlement period, out of amounts appropriated under section 105 (b)
(1) for that entitlement period, an amount which bears the same ratio
to the amount appropriated under that section for that period as the
amount allocable to that State under subsection (b) bears to the sum
of the amounts allocable to all States under subsection (b).

(b) DETERMINATION OF ALLOCABLE AMOUNT.—

Report to
Congress,
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(1) Ix ¢enerar—For purposes of subsection (a), the amount
allocable to a State under this subsection for any entitlement period
shall be determined under paragraph (2), except that such amount
shall be determined under paragraph (3) if tﬁe amount allocable
to it under paragraph (3) 1s greater than the sum of the amounts
allocable to it under paragraph (2) and subsection (c).

(2) THREE FACTOR FORMULA.—For purposes of paragraph (1),
the amount allocable to a State under this paragraph for any
entitlement period is the amount which bears the same ratio to
£5.300,000.000 as—

(A) the population of that State, multiplied by the general
tax effort factor of that State, multiplied by the relative
income factor of that State, bears to

(B) the sum of the products determined under subpara-
graph (A) forall States.

(3) F1vE FacTor ForMULA.—For purposes of paragraph (1), the
amount allocable to a State under this paragraph for any entitle-
ment period is the amount to which that State would be entitled
if—

(A) L of $3.500,000,000 were allocated among the States on
the basis of population,

(B) 14 of $3,500,000,000 were allocated among the States on
the basis of urbanized population,

(C) 5 of $3.500,000,000 were allocated among the States on
the basis of population inversely weighted for per capita
income,

(D) L4 of $1,800,000,000 were allocated among the States on
the basis of income tax collections, and '

(E) 1% of $1.800,000,000 were allocated among the States on
the basis of general tax effort.

(¢) NONCONTIGUOUS STATES ADJUSTMENT.—

(1) I~ ¢exeraL.—In addition to amounts allocated among the
States under subsection (a), there shall be allocated for each
entitlement period, out of amounts appropriated under section
105(b) (2), an additional amount to any State (A) whose alloca-
tion under subsection (b) is determined by the formula set forth
in paragraph (2) of that subsection and (B) in which civilian
employees of the United States Government receive an allowance
under section 5941 of title 5, United States Code.

(2) DereErRMINATION OF AMOUNT.—The additional amount allo-
cable to any State under this subsection for any entitlement period
is an amount equal to a percentage of the amount allocable to that
State under subsection (b) (2) for that period which is the same
as the percentage of basic pay received by such employees sta-
tioned 1 that State as an allowance under such section 5941. If
the total amount appropriated under section 105(b) (2) for any
entitlement period is not sufficient to pay in full the additional
amounts allocable under this subsection f}(])r that period, the Sec-
retary shall reduce proportionately the amounts so allocable.

SEC. 107. ENTITLEMENTS OF STATE GOVERNMENTS.
_(a) Division Berween State AND LocarL GoverNmEeNTs.—The
State government shall be entitled to receive one-third of the amount
allocated to that State for each entitlement period. The remaining
portion of each State’s allocation shall be allocated among the units
of local government of that State as provided in section 108.

(b) State Must MAINTAIN TRANSFERS TO LoCAL (GOVERNMENTS.—
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(1) GexeraL ruLe.—The entitlement of any State government
for any entitlement period beginning on or after July 1, 1973,
shall be reduced by the amount (if any) by which—

(A) the average of the aggregate amounts transferred by
the State government (out of its own sources) during such
period and the preceding entitlement period to all units of
iocal government in such State, is less than,

(B) the similar aggregate amount for the one-year period
beginning July 1,1971.

For purposes of subparagraph (A), the amount of any reduction
in the entitlement of a State government under this subsection
for any entitlement period shall, for subsequent entitlement
periods, be treated as an amount transferred by the State govern-
ment (out of its own sources) during such period to units of
local government in such State.

(2) ADJUSTMENT WHERE STATE ASSUMES RESPONSIBILITY FOR
CATEGORY OF EXPENDITURES.—If the State government establishes
to the satisfaction of the Secretary that since June 30,1972, it has
assumed responsibility for a category of expenditures which
(before July 1,1972) was the responsibility of local governments
located in such State, then, under regulations prescribed by the
Secretary, the aggregate amount taken into account under para-
graph (1) (B) shall be reduced to the extent that increased State
government spending (out of its own sources) for such category
has replaced corresponding amounts which for the one-year
period beginning July 1, 1971, it transferred to units of local
government.

(3) ADJUSTMENT WHERE NEW TAXING POWERS ARE CONFERRED
UPON LOCAL GOVERNMENTsS.—If a State establishes to the satisfac-
tion of the Secretary that since June 30, 1972, one or more units of
local government within such State have had conferred upon them
new taxing authority, then, under regulations prescribed by the
Secretary, the aggregate amount taken into account under para-
graph (1) (B) shall be reduced to the extent of the larger of—

(A) an amount equal to the amount of the taxes collected
by reason of the exercise of such new taxing authority by
such local governments, or

(B) an amount equal to the amount of the loss of revenue
to the State by reason of such new taxing authority being
conferred on such local governments. :

No amount shall be taken into consideration under subparagraph
(A) if such new taxing authority is an increase in the authorized
rate of tax under a previously authorized kind of tax. unless the
State is determined by the Secretary to have decreased a related
State tax.

(4) SPECIAL RULE FOR PERIOD BEGINNING JULY 1, 1973.—In the
case of the entitlement period beginning July 1, 1973, the preced-
ing entitlement period for purposes of paragraph (1) (A) shall
be treated as being the one-year period beginning July 1, 1972.

(5) SPECIAL RULE FOR PERIOD BEGINNING JULY 1, 1976.—In the
case of the entitlement period beginning July 1, 1976, and ending
December 31, 1976, the aggregate amount taken into account un-
der paragraph (1) (A) for the preceding entitlement period and
the aggregate amount taken into account under paragraph (1)
(B) shall be one-half of the amounts which (but for this para-
graph) would be taken into account.
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(b? RepverioN 1n ENTITLEMENT.—If the Secretary has reason
to believe that paragraph (1) requires a reduction in the entitle-
ment of any State government for any entitlement period, he shall
give reasonable notice and opportunity for hearing to the State. If.
thereafter, he determines that paragraph (1) requires the reduc-
tion of such entitlement, he shall also determine the amount of
such reduction and shall notify the Governor of such State of
such determinations and shall withhold from subsequent payments
to such State government under this subtitle an amount equal
to such reduction.

(7) TRANSFER TO GENERAL FUND.—AN amount equal to the
reduction in the entitlement of any State government which
results from the application of this subsection (after any judicial
review under section 143) shall be transferred from the Trust
Fund to the general fund of the Treasury on the day on which
such reduction becomes final.

SEC. 108. ENTITLEMENTS OF LOCAL GOVERNMENTS.

(a) Arnvocarron Amone Counrty Areas—The amount to be allo-
cated to the units of local government within a State for any entitle-
ment period shall be allocated among the county areas located in that
State so that each county area will receive an amount which bears the
same ratio to the total amount to be allocated to the units of local
government within that State as—

(1) the population of that county area, multiplied by the
general tax effort factor of that county area, multiplied by the
relative income factor of that county area, bears to

(2) the sum of the products determined under paragraph (1)
for all county areas within that State.

(b) ArrocaTion To CouNTY GOVERNMENTS, MUNICIPALITIES, TOWN-
sies, Ere.—

(1) County GovernMENTs.—The county government shall be
allocated that portion of the amount allocated to the county area
for the entitlement period under subsection (a) which bears the
same ratio to such amount as the adjusted taxes of the county
government bear to the adjusted taxes of the county government
and all other units of local government located in the county area.

(2) OTHER UNITS OF LOCAL GOVERNMENT.—The amount remain-
ing for allocation within a county area after the application of
paragraph (1) shall be allocated among the units of local gov-
ernment (other than the county government and other than town-
ship governments) located in that county area so that each unit
of local government will receive an amount which bears the same
ratio to the total amount to be allocated to all such units as—

(A) the population of that local government, multiplied by
the general tax effort factor of that local government, multi-
plied by the relative income factor of that local government,
bears to 3

(B) the sum of the products determined under subpara-
graph (A) for all such units. :

(3) Townsuip covErRNMENTS.—If the county area includes one
or more township governments, then before applying paragraph

Gyes
& (A) there shall be set aside for allocation under subpara-
graph (B) to such township governments that portion of the
amount allocated to the county area for the entitlement
period which bears the same ratio to such amount as the sum
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of the adjusted taxes of all such township governments bears
to the aggregate adjusted taxes of the county government,
such township governments, and all other units of local gov-
ernment located in the county area, and

(B) that portion of each amount set aside under subpara-
graph (A) shall be allocated to each township government
on the same basis as amounts are allocated to units of local
government under paragraph (2).

If this paragraph applies with respect to any county area for any
entitlement period, the remaining portion allocated under para-
graph (2) to the units of local government located in the county
area (other than the county government and the township govern-
ments) shall be appropriately reduced to reflect the amounts set
aside under subparagraph (A).

(4) INDIAN TRIBES AND ALASKAN NATIVE VILLAGES.—If within a
county area there is an Indian tribe or Alaskan native village
which has a recognized governing body which performs substan-
tial governmental functions, then before applying paragraph (1)
there shall be allocated to such tribe or village a portion of the
amount allocated to the county area for the entitlement period
which bears the same ratio to such amount as the population of
that tribe or village within that county area bears to the popula-
tion of that county area. If this paragraph applies with respect
to any county area for any entitlement period, the amount to be
allocated under paragraph (1) shall be appropriately reduced
to reflect the amount allocated under the preceding sentence. If
the entitlement of any such tribe or village is waived for any
entitlement period by the governing body of that tribe or village,
then the provisions of this paragraph shall not apply with respect
to the amount of such entitlement for such period.

(5) RULE For SMALL UNITS OF GOVERNMENT.—If the Secretary
determines that in any county area the data available for any
entitlement period are not adequate for the application of the
formulas set forth in paragraphs (2) and (3) (B) with respect to
units of local government (other than a county government) with
a population below a number (not more than 500) prescribed for
that county area by the Secretary, he may apply paragraph (2)
or (3)(B) by allocating for such entitlement period to each such
unit located 1n that county area an amount which bears the same
ratio to the total amount to be allocated under paragraph (2)
or (3) (B) for such entitlement period as the population of such
unit bears to the population of all units of local government in
that county area to which allocations are made under such para-
graph. If the preceding sentence applies with respect to an
county area, the total amount to be allocated under paragraph
(2) or (3)(B) to other units of local government in that county
area for the entitlement period shall be appropriately reduced
to reflect the amounts allocated under the preceding sentence.

(6) ENTITLEMENT.—

(A) I~ eeneraL.—Except as otherwise provided in this
paragraph, the entitlement of any unit of local government for
any entitlement period shall be the amount allocated to such
unit under this subsection (after taking into account any
applicable modification under subsection (c)).

(B) MAXIMUM AND MINIMUM PER CAPITA ENTITLEMENT.—
Subject to the provisions of subparagraphs (C) and (D), the
per capita amount allocated to any county area or any unit of
local government (other than a county government) within a
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State under this section for any entitlement period shall not
be less than 20 percent, nor more than 145 percent, of two-
thirds of the amount allocated to the State under section 106,
divided by the population of that State.

(C) Lamrration.—The amount allocated to any unit of
local government under this section for any entitlement period
shall not exceed 50 percent of the sum of (i) such government’s
adjusted taxes, and (il) the intergovernmental transfers of
revenue to such government (other than transfers to such
government under this subtitle).

(D) ENTITLEMENT LESS THAN $200, OR GOVERNING BODY
warves ENTITLEMENT.—If (but for this subparagraph) the
entitlement of any unit of local government below the level of
the county government— !

(i) would be less than $200 for any entitlement period
($100 for an entitlement pcriod of 6 months), or
(i1) is waived for any entitlement period by the gov-
erning body of such unit, !
then the amount of such entitlement for such period shall (in
lieu of being paid to such unit) be added to, and shall be-
come a part ofl,) the entitlement for such period of the county
government of the county area in which such unit is located.

(7) ADJUSTMENT OF ENTITLEMENT.— -

(A) I~ eeneraL—In adjusting the allocation of any county
avea or unit-of local government, the Secretary shall make any
adjustment required under paragraph (6) (B) first, any adust-
ment required under paragraph (6) (C) next, and any adjustment
required under paragraph (6) (D) last.

(B) ADJUSTMENT FOR APPLICATION OF MAXIMUM OR MINIMUM
PER CAPITA ENTITLEMENT.—The Secretary shall adjust the alloca-
tions made under this section to county areas or to units of local
governments in any State in order to bring those allocations into
compliance with the provisions of paragraph (6) (B). In making
such adjustments he shall make any necessary adjustments with
respect to county areas before making any necessary adjustments
with respect to units of local government.

(C) ADJUSTMENT FOR APPLICATION OF LIMITATION.—In any case
in which the amount allocated to a unit of local government 1s re-
duced under paragraph (6) (C) by the Secretary, the amount of
that reduction—

(i) in the case of a unit of local government (other than a
county government), shall be added to and increase the
allocation of the county government of the county area m
which it is located, unless (on account of the application of
paragraph (6)) that county government may not receive 1t,
in which case the amount of the reduction shall be added to
and increase the entitlement of the State government of the
State in which that unit of local government is located ; and

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

:) SerecraL ArLocATioN RuLes.—

(1) OprIONAL FORMULA—A State may by law provide for the
allocation of funds among county areas, or among units of local
government (other than county governments), on the basis of the
population multiplied by the general tax effort factors of such
areas or nnits of local government, on the basis of the population
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multiplied by the relative income factors of such areas or units
of local government, or on the basis of a combination of those
two factors. Any State which provides by law for such a variation
in the allocation formula provided by subsection (a), or by para-
graphs (2) and (3) of subsection (b), shall notify the Secretary
of such law not later than 30 days before the beginning of the first
e]ntiltllement period to which such law is to apply. Any such law
shall—

(A) provide for allocating 100 percent of the aggregate
amount to be allocated under subsection (a), or under para-
graghs (2) and (3) of subsection (b) ;

(B) apply uniformly throughout the State; and

(C) apply during the period beginning on the first day of
the first entitlement period to which it applies and ending
on December 31, 1976.

(2) CerrrrrcatioNn.—Paragraph (1) shall apply within a State
only if the Secretary certifies that the State law complies with
the requirements of such paragraph. The Secretary shall not
certify any such law with respect to which he receives notifica-
tion later than 30 days prior to the first entitlement period dur-
ing which it is to apply. ;

EFINITIONS AND RErLaTED RULEs—For pur-

(1) Un1rs oF LOCAL GOVERNMENT.—The term “unit of local gov-
ernment” means the government of a county, municipality, town-
ship, or other unit of government below the State which 1s a unit
of general government (determined on the basis of the same prin-
ciples as are used by the Bureaun of the Census for general statis-
tical puri:oses). Such term also means, except for purposes of
paragraphs (1), (2), (3), (5), (6) (C), and (6) (D) of subsec-
tion (b), and, except for purposes of subsection (c¢), the recog-
nized governing body of an Indian tribe or Alaskan native village
which performs substantial governmental functions.

(2) CERTAIN AREAS TREATED AS COUNTIES.—In any State in
which any unit of local government (other than a county govern-
ment) constitutes the next level of government below the State
government level, then, except as provided in the next sentence,
the geographic area of such unit of government shall be treated
as a county area (and such unit of government shall be treated as
a county government) with respect to that portion of the State’s
geographic area. In any State in which any county area is not
governed by a county government but contains two or more units
of local government, such units shall not be treated as county
governments and the geographic areas of such units shall not be
treated as county areas.

(3) Townsurps—The term “township” includes equivalent
subdivisions of government having different designations (such
as “towns”), and shall be determined on the basis of the same

principles as are used by the Bureau of the (lensus for general /’HS{:?‘B
g ( ‘\

statistical purposes.

(4) UNITS OF LOCAL GOVERNMENT LOCATED IN LARGER ENTITY.—
unit of local government shall be treated as located in a larger
entity if part or all of its geographic area is located in the lar er;
entity. \ e

(5) ONLY PART OF UNIT LOCATED IN LARGER ENTITY.—If only pal‘t\
of a unit of local government is located in a larger entity, such
part shall be treated for allocation purposes as a separate unit of

\C]

>,

"

o

»

,\\




86 STAT, 928

Pub., Law 92-512

- 10 - October 20, 1972

local §0vernment. and all computations shall, except as otherwise
provided in regulations, be made on the basis of the ratio which
the estimated population of such part bears to the population of
the entirety of such unit.

(6) BOUNDARY CHANGES, GOVERNMENTAL REORGANIZATION, ETC.—
If, by reason of boundary line changes, by reason of State statu-
tory or constitutional changes. by reason of annexations or other
governmental reorganizations, or by reason of other circum-
stances, the application of any provision of this section to units of
local government does not carry out the purposes of this subtitle,
the application of such provision shall be made, under regulations
prescribed by the Secretary, in a manner which is consistent. with
such purposes. -

SEC. 109. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF

ALLOCATION FORMULAS.

(a) In GENErAL—For purposes of this subtitle—

(1) PoruraTion.—Population shall be determined on the same
basis as resident population is determined by the Bureau of the
Census for general statistical purposes.

(2) UrBanizep popuraTiON.—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.

(3) Income.—Income means total money income received from
all sources, as determined by the Bureau of the Census for general
statistical purposes.

(4) PEersonAL iNcomME.—Personal income means the income of
individuals, as determined by the Department of Commerce for
national income accounts purposes.

(5) DATES FOR DETERMINING ALLOCATIONS AND ENTITLE-
MENTs.—Except as provided in regulations, the determination of
allocations and entitlements for any entitlement period shall be
made as of the first day of the third month immediately preceding
the beginning of such period.

(6) INTERGOVERNMENTAL TRANSFERS.—Lhe intergovernmental
transfers of revenue to any government are the amounts of revenue
received by that government from other governments as a share in
financing (or as reimbursement for) the performance of govern-
mental functions, as determined by the Bureau of the Census for
general statistical purposes.

(7) DATA USED; UNIFORMITY OF DATA.—

(A) General RULE—Except as provided in subparagraph

(B), the data used shall be the most recently available data
provided by the Bureau of the (‘ensus or the Department of
Commerce, as the case may be.
. (B) Usk or estimates, Erc.—Where the Secretary deter-
mines that the data referred to in subparagraph (A) are not
current enough or are not comprehensive enough to provide
for equitable allocations, he may use such additional data
(including data based on estimates) as may be provided for
in regulations.

(b) Income Tax AmounNT OF StAaATES.—For purposes of this sub-

title—

(_1; Ix eeNERaL—The income tax amount of any State for any
entitlement period is the income tax amount of such State as deter-
mined under paragraphs (2) and (3).
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(2) IncomE TAX sMoUNT.—The income tax amount of any State
for any entitlement period is 15 percent of the net amount collected
from the State individual income tax of such State during 1972 or
(if later) during the last calendar year ending before the begin-
ning of such entitlement period.

(3) Cemine AND FLOOR.—The income tax amount of any State
for any entitlement period—

A) shall not exceed 6 percent, and

B) shall not be less than 1 percent,
of the Federal individual income tax liabilities attributed to such
State for taxable years ending during 1971 or (if latel? during
the last calendar year ending before the beginning of such entitle-
ment period.

(4) STATE INDIVIDUAL INCOME TAX.—The individual income tax
of any State is the tax imposed upon the income of individuals by
such State and described as a State income tax under section
164 (a) (3) of the Internal Revenue C'ode of 1954.

(5) FEDERAL INDIVIDUAL INCOME TAX LIABILITIES.—Federal indi-
vidual income tax liabilities attributed to any State for any period
shall be determined on the same basis as such liabilities are deter-
mined for such period by the Internal Revenue Service for general
statistical purposes.

(¢) GENERAL TAX EFFORT OF STATES.~—

(1) I~ ceNnerAL.—For purposes of this subtitle—

(A) GENERAL TAX EFFORT FACTOR.—The general tax effort
factor of any State for any entitlement period is (i) the net
amount collected from the State and loca’I taxes of such State
during the most recent reporting year, divided by (ii) the
aggregate personal income (as defined in paragraph (4) of
subsection (a)) attributed to such State for the same period.

(B) GENERAL TAX EFFORT AMOUNT.—The general tax effort
amount of any State for any entitlement period is the amount
determined by multiplying—

(1) the net amount collected from the State and local
taxes of such State during the most recent reporting year,
b
y(ii) the general tax effort factor of that State.
(2) STATE AND LOCAL TAXES.—

(A) Taxes TAKEN 1INTO AccouNT.—The State and local
taxes taken into account under paragraph (1) are the com-
pulsory contributions exacted by the State (or by any unit of
local government or other political subdivision of the State)
for public purposes (other than employee and employer
assessments and contributions to finance retirement and social
insurance systems, and other than special assessments for
capital outlay), as such contributions are determined by the
Bureau of the Census for general statistical purposes.

(B) MosT RECENT REPORTING YEaR—The most recent |
reporting year with respect to any entitlement period consists | ¢

of the years taken into account by the Bureau of the Census
in its most recent general determination of State and local
taxes made before the close of such period.

(d) Gexerarn Tax Errort Facror or County AREA.—For purposes
of this subtitle, the general tax effort factor of any county area for
any entitlement period is—

(1) the adjusted taxes of the county government plus the ad-

78 Stat, 40,
26 USC 164,
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justed taxes of each other unit of local government within that
county area, divided by

(2) the aggregate income (as defined in paragraph (3) of
subsection (a) ) attributed to that county area.

(e) GeneEraL Tax Errorr Facror or Unir or Locan GOVERN-
MeENT.—For purposes of this subtitle—

(1) I~ eeneraL.—The general tax effort factor of any unit of
local government for any entitlement period is—

(A) the adjusted taxes of that unit of local government,
divided by !

(B) the aggregate income (as defined in paragraph (3) of

subsection (a)) attributed to that unit of local government.

(2) ADJUSTED TAXES.—

(A) In eeNeraL—The adjusted taxes of any unit of local
government are—

(i) the compulsory contributions exacted by such
government for public purposes (other than employee
and employer assessments and contributions to finance
retirement and social insurance systems, and other than
special assessments for capital outlay), as such contri-
butions are determined by the Bureau of the Census for
general statistical purposes,

(ii) adjusted (under regulations preseribed by the
Secretary) by excluding an amount equal to that portion
of such compulsory contributions which is properly
allocable to expenses for education.

(B) CERTAIN SALES TAXES COLLECTED BY COUNTIES.—In any
case where—

(i) a county government exacts sales taxes within the
geographic area of a unit of local government and
transfers part or all of such taxes to such unit without
specifying the purposes for which such unit may spend
the revenues, and

(ii) the Governor of the State notifies the Secretary
that the requirements of this subparagraph have been

*met with respect to such taxes, g
then the taxes so transferred shall be treated as the taxes of
the unit of local government (and not the taxes of the
county government).
(f) Rerative Income Facror—For purposes of this subtitle, the
relative income factor is a fraction—

(1) in the case of a State, the numerator of which is the per
capita income of the United States and the denominator of which
isthe per capita income of that State;

(2) in the case of a county area, the numerator of which is the
per capita income of the State in which it is located and the denom-
inator of which is the per capita income of that county area; and

(3) in the case of a unit of local government, the numerator of
which is the per capita income of the county area in which it is
located and the denominator of which is the per capita income of
the geographic area of that unit of local government.

For purposes of this subsection, cf)er capita income shall be determined

on(th)e Ra.ms of 1ncoge as deﬁn% in I‘Qaragranh (3) of subsection (a).
LLocATION RuLes For Five Facror F —

of section 106(b) (3)— v

(1) ALLOCATION ON BASIS OF POPULATION.—Any allocation
among the States on the basis of population shall be made by
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allocating to each State an amount which bears the same ratio to
the total amount to be allocated as the population of such State
bears to the population of all the States.

(2) ALLOCATION ON BASIS OF URBANIZED POPULATION.—Any
allocation among the States on the basis of urbanized population
shall be made by allocating to each State an amount which bears
the same ratio to the total amount to be allocated as the urbanized
population of such State bears to the urbanized population of all
the States.

(3) ALLOCATION ON BASIS OF POPULATION INVERSELY WEIGHTED
FOR PER CAPITA INCOME.—Any allocation among the States on
the basis of population inversely weighted for per capita income
shall be made by allocating to each State an amount which bears
the same ratio to the total amount to be allocated as—

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

(B) the sum of the products determined under subpara-
graph (A) for all the States.

(4) ALLOCATION ON BASIS OF INCOME TAX COLLECTIONS.—Any
allocation among the States on the basis of income tax collections
shall be made by allocating to each State an amount which bears
the same ratio to the total amount to be allocated as the income tax
amount of such State bears to the sum of the income tax amounts
of all the States.

(5) ALLOCATION ON BASIS OF GENERAL TAX EFForRT.—Any allo-
cation among the States on the basis of general tax effort shall be
made by allocating to each State an amount which bears the same
ratio to the total amount to be allocated as the general tax effort
amount of such State bears to the sum of the general tax effort
amounts of all the States.

Subtitle B—Administrative Provisions

" SEC. 121. REPORTS ON USE OF FUNDS; PUBLICATION.

(a) Reports ox Use or Fuxps—Each State government and unit
of local government which receives funds under subtitle A shall, after
the close of each entitlement period, submit a relp;ort to the Secretary
setting forth the amounts and purposes for which funds received dur-

ing such period have been spent or obligated. Such reports shall be in -

such form and detail and shall be submitted at such time as the
Secretary may prescribe.

b) ReporTs oN Pran~ep Usk oF Fuxps.—Each State government
and unit of local government which expects to receive nds under
subtitle A for any entitlement eriod beginning on or after January 1,
19783, shall submit a report to the Secretary setting forth the amounts
and purposes for which it plans to spend or obligate the funds which
it expects to receive during such period. Such reports shall be in such
form and detail as the Secretary may prescribe and shall be submitted
at such time before the beginning of the entitlement period as the
Secretary may prescribe.

(¢c) PuBLicATION AND PUBLICITY OF Rreports.—Each State govern-
ment and unit of local government shall have a copy of each report
submitted by it under subsection (a) or (b) publisheg in a newspaper
which is published within the State and has general circulation within
the geographic area of that %overnment. Each State government and
unit of%ocal government shall advise the news media of the publica-
tion of its reports pursuant to this subsection.
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78 Stat, 252,

SEC. 122. NONDISCRIMINATION PROVISION.

(2) IN GeNEraL—No person in the United States shall on the
ground of rate, color, national origin, or sex be excluded from partici-
pation in, be denied the benefits of, or be subjected to discrimination
under any program or activity funded in whole or in part with funds
made available under subtitle A.

(b) AurHoRrITY OF SECRETARY.—Whenever the Secretary determines
that a State government or unit of local government has failed to
comply with subsection (a) or an applicable regulation, he shall notify
the Governor of the State (or, in the case of a unit of local government,
the Governor of the State in which such unit is located) of the non-
compliance and shall request the Governor to secure compliance. If
within a reasonable period of time the Governor fails or refuses to
secure compliance, the Secretary is authorized (1) to refer the matter
to the Attorney General with a recommendation that an appropriate
civil action be instituted; (2) to exercise the powers and functions
provided by title VI of the Civil Rights Act of 1964 (42 U.S.C. 2000d) ;
or (3) to take such other action as may be provided by law.

(¢) AvuTHORITY OF ATTORNEY GENERAL—When a matter is referred
to the Attorney General pursuant to subsection (b), or whenever he has
reason to believe that a State government or unit of local government is
engaged in a pattern or practice in violation of the provisions cf this
section, the Attorney General may bring a civil action in any appro-
priate United States district court for such re'ief as may be appro-
priate, including injunctive relief.

SEC. 123. MISCELLANEOUS PROVISIONS.

(a) AsSURANCES T0 THE SECRETARY.—In order to qualify for any
payment under subtitle A for any entitlement pericd beginning on or
after January 1, 1973, a State government or unit of loeal government
must establish (in accordance with regulations prescribed by the Sec-
retary, and, with respect to a unit of local government, after an
opportunity for review and comment by the Governor of the State in
which such unit is located) to the satisfaction of the Secretary that—

(1) it will establish a trust fund in which it will depesit all pay-
ments it receives under subtitle A ;

- . (2) it will use amounts in such trust fund (including any
interest earned thereon while in such trust fund) during such rea-
sonable period or periods as may be provided in such regulations;

(3)_in the case of a unit of local government, it will use amounts
in such trust fund (including any mterest earned thereon whi'e in
such trust fund) only for priority expenditures (as defined in
section 103(a)), and will pay over to tﬁ Secretary (for depcsit
in the general fund of the Treasury) an amount equal to 110 per-
cent of any amount expended out of such trust fund in violation of
this paragraph, unless such amount is promptly repaid to such
trust fund (or the violation is otherwise corrected) after notice
and opportunity for corrective action;

(4) 1t will provide for the expenditure of amounts received
under subtitle A only in accordance with the laws and procedures
applicable to the expenditure of its own revenuess;

5) it will—

(A) use fiscal, accounting, and audit procedures which
conform to guidelines established therefor by the Secretary
(after consultation with the Comptroller General of the
United States),

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

(C) make such annual and interim reports (other than
reports required by section 121) to the Secretary as he may
reasonably require;

(6) all laborers and mechanics employed by contractors or sub-
contractors in the performance of work on any construction (1{)1'0]-
ect, 25 percent or more of the costs of which project are paid out
of its trust fund established under paragraph (1), will be paid
wages at rates not less than those prevailing on similar construc-
tion in the locality as determined by the Secretary of Labor in
accordance with the Davis-Bacon Act, as amended (40 U.S.C.
276a—276a-5), and that with respect to the labor standards speci-
fied in this paragraph the Secretary of Labor shall act in accord-
ance with Reorganization Plan Numbered 14 of 1950 (15 F.R.
3176; 64 Stat. 1267) and section 2 of the Act of June 13, 1934,
as amended (40 U.S.C.276c) ; A

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

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

Paragraph (7) shall apply with respect to employees in any category
only if 25 percent or more of the wages of all employees of the State
government or unit of local government in such category are paid
from the trust fund established by it under paragraph (1).

(b) WitHHOLDING OF PAyMENTS.—If the Secretary determines that
a State government or unit of local government has failed to comply
substantially with any provision of subsection (a) or any regulations
prescribed thereunder, after giving reasonable notice and opportunity
for a hearing to the Governor of the State or the chief executive officer
of the unit of local government, he shall notify the State government
or unit of local government that if it fails to take corrective action
within 60 days from the date of receipt of such notification further
payments to it will be withheld for the remainder of the entitlement
period and for any subsequent entitlement period until such time as
the Secretary is satisfied that appropriate corrective action 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.

(¢) ACCOUNTING, AUDITING, AND EVALUATION.—

(1) I~ eENERAL—The Secretary shall provide for such account-
ing and auditing procedures, evaluations, and reviews as may be
necessary to insure that the expenditures of funds received under
subtitle A by State governments and units of local government
comply fully with the requirements of this title. The Secretary is
anthorized to accept an audit by a State of such expenditures of a

Reports,

49 Stat, 1011,

5 USC appe
63 State, 108,
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State government or unit of local government if he determines that
such audit and the audit procedures of that State are sufficiently
reliable to enable him to carry out his duties under this title.

(2) CoMPTROLLER (GENERAL SHALL REVIEW COMPLIANCE.—The
Comptroller (General of the United States shall make such reviews
of the work as done by the Secretary, the State governments, and
the units of local government as may be necessary for the Con-
gress to evaluate compliance and operations under this title.

Subtitle C—General Provisions

SEC. 141. DEFINITIONS AND SPECIAL RULES.

(a) SecreTArRY.—For purposes of this title, the term “Secretary™
means the Secretary of the Treasury or his delegate. The term “Secre-
tary of the Treasury” means the Secretary of the Treasury per-
sonally, not including any delegate.

(b) ExTrrLeMENT PERIoD.—For purposes of this title, the term
“entitlement period” means—

1 ; 1) The period beginning January 1. 1972, and ending June 30,
1972.

(2) The period beginning July 1, 1972, and ending Decem-
ber 31,1972,

q(‘233) The period beginning January 1, 1973, and ending June 30.
1! 7’ .

9(4) The one-year periods beginning on July 1 of 1973, 1974, and
1975.

(5) The period beginning July 1, 1976, and ending Decem-
ber 31, 1976.

(¢) Districr or CoLuMBIA.—

(1) TREATMENT AS STATE AND LOCAL GOVERNMENT.—For pur-
poses of this title, the District of Columbia shall be treated both—

- (A) as a State (and any reference to the Governor of a
State shall, in the case of the District of Columbia, be treated
as a reference to the Commissioner of the District of
Columbia). and

(B) as a county area which has no units of local govern-
ment, (other than itself) within its geographic area.

(2) REDUCTION IN CASE OF INCOME TAX ON NONRESIDENT INDIVID-
vars.—If there is hereafter enacted a law imposing a tax on
income earned in the District of Columbia by individuals who are
not residents of the District of Columbia, then the entitlement of
the District of Columbia under subtitle A for any entitlement
period shall be reduced by an amount equal to the net collections
from such tax during such entitlement period attributable to
individuals who are not residents of the District of Columbia. The
preceding sentence shall not apply if—

(A) the District of Columbia and Maryland enter into an
agreement under which each State agrees to impose a tax
on income earned in that State by individuals who are resi-
dents of the other State, and the District of Columbia and
Virginia enter into an agreement under which each State
agrees to impose a tax on income earned in that State by
individuals who are residents of the other State, or

(B) the Congress enacts a law directly imposing a tax on
income earned in the District of Columbia by individuals who
are not residents of the District of Columbia.
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SEC. 142. REGULATIONS.

(a) GexeraL Rure.—The Secretary shall prescribe such regulat
as may be necessary or appropriate to carry out the provisions of v/
title.

(b) ApmiNistraTIVE PrOCEDURE AcT To ArpLy.—The rulemaking
provisions of subchapter II of chapter 5 of title 5 of the United States
Code shall apply to the regulations prescribed under this title for enti-
tlement periods beginning on or after January 1, 1973.

SEC. 143. JUDICIAL REVIEW.

(a) PerrTioNs For REviEw.—Any State which receives a notice of
reduction 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 such notice, file with the United States court of appeals for
the circuit in which such State or unit of local government is located
a petition for review of the action of the Secretary. A copy of the peti-
tion shall forthwith be transmitted to the Secretary; a copy shall also
forthwith be transmitted to the Attorney General.

(b) Recorn.—The Secretary shall file in the court the record of the
proceeding on which he based his action, as provided in section 2112
of title 28, United States Code. No objection to the action of the
Secretary shall be considered by the court unless such objection has
been urged before the Secretary. :

(¢) fURIsnICTION oF Courr.—The court shall have jurisdiction to
affirm or modify the action of the Secretary or to set it aside in whole
or in part. The findings of fact by the Secretary, if supported by sub-
stantial evidence contained in the record, shall be conclusive. However,
if any finding is not supported by substantial evidence contained in
the record, the court may remand the case to the Secretary to take
further evidence, and the Secretary may thereupon make new or
modified findings of fact and may modify his previous actions. He
shall certify to the court the record of any further proceedings. Such
new or modified findings of fact shall likewise be conclusive if sup-
ported by substantial evidence contained in the record.

(d) Review BY SupreME Courr.—The judgment of the court shall
be subject to review by the Supreme Court of the United States upon
certiorari or certification, as provided in section 1254 of title 28,
United States Code.

SEC. 144. AUTHORITY TO REQUIRE INFORMATION ON INCOME TAX
RETURNS.

(a) GeNERAL RULE.—

(1) INFORMATION WITH RESPECT TO PLACE OF RESIDENCE.—Sub-
part B of part II of subchapter A of chapter 61 of the Internal
Revenue Code of 1954 (relating to income tax returns) is amended
by adding at the end thereof the following new section :

“SEC. 6017A. PLACE OF RESIDENCE.

“In the case of an individual, the information re¥uired on any
return with respect to the taxes imposed by chapter 1 for any period
shall include information as to the State, county, municipality, and
any other unit of local government in which the taxpayer (and an
other individual with respect to whom an exemption is claimed on suc
return) resided on one or more dates (determined in the manner pro-
vided by regulations prescribed by the Secretary or his delegate)
during such period.”

(2) CrericarL ameEnpDMENT.—The table of sections for such

80 Stat, 381,
5 USC 551,

72 State 9413
80 Stat, 1323,
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26 USC 6001,

26 USC 1,

subpart B is amended by adding at the end thereof the following: -
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“Sec. B01TA. Place of residence.”

(b) Cwir PeENALTY.— ,

(1) I~ cENeraL—Subchapter B of chapter 68 of the Internal
Revenue Code of 1954 is amended by adding at the end thereof
the following new section:

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

“(a) Crvi PExauTy.—If any person fails to include on his return
any information required under section 6017A with respect to his place
of residence, he shall pay a penalty of $5 for each such failure, unless
it is shown that such failure is due to reasonable cause. :

“(b) Drrrciexcy Procepures Nor To Arrry.—Subchapter B of
chapter 63 (relating to deficiency procedures for income, estate, gift,
and chapter 42 taxes) shall not apply in respect of the assessment or
collection of any penalty imposed by subsection (a).”

(2) Crericar ameNpMENT.—The table of sections for such sub-
chapter B is amended by adding at the end thereof the following:

“Sec. 6687. Failure to supply information with respect to place of
residence.”

TITLE II—FEDERAL COLLECTION OF STATE INDIVID-
UAL INCOME TAXES

SEC. 201. SHORT TITLE.
This title may be cited as the “Federal-State Tax Collection Act of
19727,

SEC. 202. COLLECTION PROVISIONS.

(a) AmENDMENT oF CHAPTER 64.—Chapter 64 of the Internal Rev-
enue Code of 1954 (relating to collection) is amended by adding at
the end thereof the following new subchapter:

“Subchapter E—Collection of State Individual Income Taxes

“Sec. 6361. General rules.
“Sec. 6362. Qualified State individual income taxes.
“Sec. 6363. State agreements; other procedures.
“Sec. 6364. Regulations.
“See. 6365. Definitions and special rules.

“SEC. 6361. GENERAL RULES.

“(a) CoLLECTION AND ADMINISTRATION.—In the case of any State
which has in effect an agreement with the Secretary entered into under
section 6363, the Secretary or his delegate shall collect and administer
the qualified State individual income taxes of such State. All provisions
of this subtitle, subtitle , and chapter 24 relating to the collection and
administration of the taxes imposed by chapter 1 on the incomes of
individuals (and all civil and criminal sanctions provided by this
subtitle or by title 18 of the United States Code with respect to such
collection and administration) shall apply to the collection and admin-
istration of qualified State individual income taxes as if such taxes were
imposed by chapter 1, except to the extent that their application 1s
modified by the Secretary or his delegate by regulations necessary or
appropriate to reflect the provisions of this subchapter, or to reflect
differences in the taxes or differences in the situations in which liability
for such taxes arises.

“(b) CrviL Proceepings.—Any person shall have, with respect to
a qualified State individual income tax (including the current collec-
tion thereof), the same right to bring or contest a civil action and
obtain review thereof, in the same court or courts and subject to the
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same requirements and procedures, as he would have under chapter 76,
and under title 28 of the United States Code, if the tax were imposed
by section 1 (or were for the current collection of the tax imposed by
section 1). To the extent that the preceding sentence provides judicial
procedures (including review procedures) with respect to any matter,
such procedures shaﬁ replace judicial ﬁrocedures under State law,
excegt that nothing in this subchapter shall be construed in any way
to affect the right or power of a State court to pass on matters involv-
ing the constitution of that State.
“(c) TRANSFERS TO STATES.—

“(1) PromprTRANSFERS.—Any amount collected under this sub-
chapter which is apportioned to a qualified State individual
income tax shall be promptly transferred to the State on the basis
of estimates by the Secretary or his delegate. In the case of
amounts collected under chapter 24, the estimated amount due the
State shall be transferred to the State not later than the close of
the third business day after the amount is deposited in a Federal
Reserve bank. In the case of amounts collected pursuant to a
return, a declaration of estimated tax, an amendment of such a
declaration, or otherwise, the estimated amount due the State shall
be transferred to the State not later than the close of the 30th day
after the amount is received by the Secretary or his delegate.

“(2) ApsustmeNTs.—Not less often than once each fiscal year
the difference between collections (adjusted for credits and
refunds) made under this subchapter during the preceding fiscal
year and the transfers to the States made on account of estimates
of such collections shall be determined, and such difference shall
be a charge against, or an addition to, the amounts otherwise
payable.

“(d) SpecraL RuLes.—

“(1) UNITED STATES TO REPRESENT STATE TNTEREST.—

“(A) Generan RuLE.—In all administrative proceedings,
and in all judicial proceedings (whether civil or criminal),
relating to the administration and collection of a State quali-
fied individual income tax the interests of the State impos-
ing such tax shall be represented by the United States in the
same manner in which the interests of the United States are
represented in corresponding proceedings involving the taxes
imposed by chapter 1.

“(B) Exceprions.—Subparagraph (A) shall not apply

to—
“(i) proceedings in a State court involving the con-
stitution of that State, and
“(ii) proceedings involving the relationship between
the United States and the State.

“(2) ALLOCATION OF OVERPAYMENTS AND UNDERPAYMENTS.—If
the combined amount collected in respect of a qualified State
individual income tax for any period and the taxes imposed by
chapter 1 for such period with respect to the income of any
individual is greater or less than the combined amount required to
be paid for such period, the collected amount shall be divided
between the accounts for such taxes on the basis of the respective
amounts required to be paid.

“(8) FINALITY OF ADMINISTRATIVE DETERMINATIONS.—Adminis-
trative determinations of the Secretary or his delegate as to tax
liabilities of, or refunds owing to, individuals with respect to
qualified State individual income taxes shall not be reviewed by
or enforced by any officer or employee of any State or political
subdivision of a State.
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“SEC. 6362. QUALIFIED STATE INDIVIDUAL INCOME TAXES.

“(a) Quavrrriep State Inprvipvan Income Taxes Derinep.—For
purposes of this subchapter—

“(1) In ceNEraL—The term ‘qualified State individual income
tax’ means—

“(A) aqualified resident tax, and

“(B) a qualified nonresident tax.

“(2) Quarrriep rResDENT TAX.—The term ‘qualified resident
tax’ means a tax imposed by a State on the income of individuals
who are residents of such State which is either—

“(A) a tax based on taxable income which meets the
requirements of subsection (b), or

“(B) atax which is a percentage of the Federal tax which
meets the requirements of subsection (c),

an(% wfhich, in addition, meets the requirements of subsections (e)
and (f).

“(3) QuALIFIED NONRESIDENT TAX.—The term ‘qualified non-
resident tax’ means a tax which is imposed by a State on the wage
and other business income of individuals who are not residents
of such State and which meets the requirements of subsections
(), (), and (f). .

“(b) Quarrriep ResmeNT Tax Basep on Taxasre IncoMe.—

“(1) In GENERAL.—A tax meets the requirements of this subsec-
tion only if it is imposed on an amount equal to the individual’s
taxable income (as defined in section 63) for the taxable year,
adjusted—

“(A) by subtracting an amount equal to the amount of his
interest on obligations of the United States which was
included in his gross income for the year,

“(B) by adding an amount equal to his net State income
tax deduction for the year, and

“(C) by adding an amount equal to his net tax-exempt
income for the year. '

“(2) PeErMITTED ADJUSTMENTS.—A tax which otherwise meets
the requirements of paragraph (1) shall not be deemed to fail to
meet such requirements solely because it provides for one or mgre
of the following adjustments :

“(A) There is imposed a tax on the amount taxed under
section 56 (relating to the minimum tax for tax preferences).

“(B) A credit determined under rules prescribed by the
Secretary or his delegate is allowed against such tax for
income tax paid to another State or a political subdivision
thereof.

“(3) NET STATE INCOME TAX DEDUCTION.—For purposes of this
subsection and subsection (c), the term ‘net State income tax
deduction’ means the excess (if any) of (A) the amount
deducted from income under section 164 (a) (3) as taxes paid to a
State or a political subdivision thereof, over (B) amounts
included in income as recoveries of prior income taxes paid to a
State or a political subdivision thereof which had been deducted
under section 164 (a) (3).

“(4) Ner Tax-ExEMpT INCOME—For purposes of this subsec-
tion and subsection (c), the term ‘net tax-exempt income’ means
the excess (if any) of—

“(A) the interest on obligations described in section 103
(a) (1) other than obligations of the State and its political
subdivisions, and
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“(B) the interest on obligations described in such sec-
tion of the State and its political subdivision which under
the law of the State is subject to the individual income tax
imposed by the State, over

the sum of the amount of deductions allocable to such interest
which is disallowed by application of section 265, and the amount
of the proper adjustment to basis allocable to such obligations
which is required to be made for the taxable year under section
1016(a) (5) or (6).
“(c) Quarrriep REsmENT Tax WaicH Is A PERCENTAGE OF THE
Feperar, Tax.—

“(1) In eENERAL—A tax meets the requirements of this sub-
section only if it is imposed as a specified percentage of the excess
of the taxes imposed by chapter 1 over the sum of the credits allow-
able under part IV ofy subchapter A of chapter 1 (other than the
credits allowable by sections 31 and 39).

“(2) ReQUIRED ADJUSTMENT.—A tax meets the requirements of
this subsection only if the liability for tax is decreased by the
decrease in such liability which would result from excluding from
gross income an amount equal to the interest on obligations of
the United States which was included in gross income for such

ear.

“(3) PERMITTED ADJUSTMENTS.—A tax which otherwise meets
the requirements of paragraphs (1) and (2) shall not be deemed
to fail to meet such requirements solely because it provides for
both of the following adjustments:

“(A) the liability for tax is increased by the increase in
such liability which would result from including as an item
of gross income an amount equal to the net tax-exempt
income for the year, and

“(B) the liability for tax is increased by the increase in
such liability which would result from including as an item
of gross income an amount equal to the net State income tax
de(fuction for the year. -

“(4) FURTHER PERMITTED ADJUSTMENT.—A tax which other-
wise meets the requirements of paragraphs (1) and (2) shall
not be deemed to fail to meet such requirements solely because a
credit determined under rules prescribed by the Secretary or his
delegate is allowed against such tax for income tax paid to an-
other State or a political subdivision thereof.

“(d) Quavririep NoNREesIDENT Tax.—

“(1) In cENERAL—A tax imposed by a State meets the require-
ments of this subsection only if it has the following character-
istics—

“(A) such tax is imposed by the State on the wage and
other business income of individuals who are not residents
of such State,

“(B) such tax applies only with respect to wage and other
business income derived from sources within such State,

“(C) such tax applies only if 25 percent or more of the
individual’s wage and other business income for the taxable
year is derived from sources within such State,

“(D) the amount of such tax imposed with respect to any
individual who is not a resident does not exceed the amount
of tax for which he would be liable under such State’s quali-
fied resident tax if he were a resident of such State and if
his taxable income were an amount equal to the excess of—

“(i) the amount of his wage and other business income
derived from sources within such State, over
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“(ii) that portion of the nonbusiness deductions taken
into account for purposes of the State’s qualified resident
tax which bears the same ratio to the amount of such
deductions as the income referred to in clause (i) bears
to his adjusted gross income, and

“(E) the State has in effect for the same period a qualified
resident tax.

“(2) WAGE AND OTHER BUSINESS INCOME.—The term ‘wage and
other business income’ means—

“(A) wages, as defined in section 3401 (a),

“(B) net earnings from self-employment (within the
meaning of section 1402(a) ), and

“(C) the distributive share of income of any trade or busi-
ness carried on by a trust, estate, or electing small business
corporation (within the meaning of section 1371(a)) to the
extent such share (i) is includible in the gross income of the
individual for the taxable year, and (ii) would constitute
net earnings from self-employment (within the meaning of
section 1402(a)) if such trade or business were carried on
by a partnership.

“(e) REQUIREMENTS RELATING TO RESIDENCE.—A tax imposed by a
State meets the requirements of this subsection only if for purposes
of such tax—

“(1) ResmeNT INDIVIDUAL.—AnN individual (other than a trust
or estate) is treated as a resident of such State with respect to a
taxable year only if—

“(A) his principal place of residence has been within such
State for a period of at least 135 consecutive days and at
least 30 days of such period are in such taxable year, or

“(B) in the case of a citizen or resident of the United States
who is not a resident (determined in the manner provided in
subparagraph (A)) of any State with respect to such tax-
able year, such individual is domiciled in such State for at

. least 30 days during such taxable year.

Nothing in this subchapter shall be construed to require or author-
ize the treatment of a genator, Representative, Delegate, or Resi-
dent Commissioner as a resident of a State other than the State
which he represents in Congress.

“(2) Esrate—An estate of an individual is treated as a resi-
dent of the last State of which such individual was a resident
(within the meaning of paragraph (1)) before his death.

“(3) TrusTs.—

“(A) TEsTAMENTARY TRUST.—A trust with respect to
which a deceased individual is the principal contributor by
reason of property passing on his death is treated as a resi-
dent of the last State of which such individual was a resident
(within the meaning of paragraph (1)) before his death.

“(B) NONTESTAMENTARY TRUST.—A trust (other than a
trust described in subparagraph (A)) is treated as a resident
of such State with respect to a taxable year only if the prin-
cipal contributor to the trust, during the 3-year period ending

“on the date of the creation of the trust, resided in the State
for an aggregate number of days longer than the aggregate
number o% days he resided in any other State.

“((') SpeciaL ruLEs—For purposes of this para%raph—

“(i) If on any day before the close of the taxable year
an existing trust received assets having a value greater
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than the aggregate value of all assets theretofore con-
tributed to the trust, such trust shall be treated as created
on such day. For purposes of this subparagraph, the
value of any asset taken into account shall be its fair
market value on the day it is contributed to the trust.

‘(i1) The principal contributor to the trust is the indi-
vidual who contri')guted more (in value) of the assets
contributed on the date of the creation of the trust (de-
termined after applying clauze (i)) than any other
individual.

“(ii1) If the foregoing rules would create more than
one State of residence (or no State of residence) for a
trust, such trust shall be treated as a resident of the
State determined under similar principles prescribed by
the Secretary or his delegate by regulations.

*(4) LIABILITY FOR TAX ON CHANGE OF RESIDENCE.— With respect
to a taxable year, in the case of an individual (other than an
individual who comes into being or ceases to exist) who becomes
a resident, or ceases to be a resident, of the State, his liability to
such State for the resident tax is determined by multiplying the
amount which would be his liability for tax (after the nonrefund-
able credits allowed against such tax) if he had been a resident
of such State for the entire taxable year by a fraction the
numerator of which is the number of days he was a resident of
such State and the denominator of which is the total number of
days in the taxable year. In the case of an individual who is
treated as a resident of a State with respect to a taxable year by
reason of paragraph (1) (B), the preceding sentence shall be
ap?Iied by substituting days of domicile for ga s of residence.

“(5) CURRENT COLLECTION OF TAX.—In applying chapter 24
(relating to witholding) and section 6015 and other provisions
relating to declarations of estimated income (and amendments
thereto) —

“(A) in the case of a resident tax, an individual is treated
as subject to the tax if he reasonably expects to reside in the
State for 30 days or more or if such individual is a resident of
the State (within the meaning of paragraph (1), (2), or
(3)), and

“(B) in the case of a nonresident tax, an individual is
treated as subject to the tax if he reasonably expects to receive
wage and other business income (within the meaning of sub-
section (d)(2)) for 30 days or more during the taxable year.

“(f) ApprrioNAL REQUIREMENTS.—A tax imposed by a State shall
meet the requirements of this subsection only if—

“(1) STATE AGREEMENT MUST BE IN EFFECT FOR PERIOD CON-
CERNED.—A State agreement entered into under section 6363 is
in effect with respect to such tax for the taxable period in question.

“(2) STATE LAWS MUST CONTAIN CERTAIN PROVISIONS.—Under
the laws of such State—

“(A) the provisions of this subchapter (and of the regu-
lations prescribed thereunder) as in effect from time to time
are made applicable for the period for which the State
agreement is in effect, and

“(B) any change made by the State in the tax imposed
by the State will not apply to taxable years beginning in
any calendar year for which the State agreement is in effect
unless such change is enacted before November 1 of such
calendar year.
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“(3) STATE LAWS TAXING INCOME OF INDIVIDUALS CAN ONLY BE
oF CERTAIN KINDS.—The State does not impose any tax on the
income of individuals other than—

“(A) a qualified resident tax,

. gB) a qualified nonresident tax, and

“(C) a separate tax on income which is not wage and
other business income and which is received or accrued by
individuals who are domiciled in the State but who are
1(10§ (lf)sidents of the State within the meaning of subsection

e :

“(4) TaxaBLE YEARS MUST coiNcIDE—The taxable years of
individuals under such tax coincide with taxable years for pur-
poses of the taxes imposed by chapter 1.

“(5) MagrIED INDIVIDUALS.—A married individual (within the
meaning of section 143)—

“(A) who files a joint return for purposes of the taxes
imposed by chapter 1 shall not file a separate return for
purposes of such State tax, and

“(B) who files a separate return for purposes of the taxes
imposed by chapter 1, shall not file a joint return for purposes
of such State tax.

“(6) No DOUBLE JEOPARDY UNDER STATE LAW.— The laws of such
State do not provide criminal or civil sanctions for an act (or
omission to act) with respect to a qualified resident tax or qualified
nonresident tax other than the criminal or civil sanctions to which
an individual is subjected by reason of section 6361.

“(7) PARTNERSHIPS, TRUSTS, SUBCHAPTER S CORPORATIONS, AND
OTHER CONDUIT ENTITIES.—Under the State law the tax treat-
ment of—

“(A) partnerships and partners,

“(B) trusts and their beneficiaries,

“(C) estates and their beneficiaries,
“§D) electing small business corporations (within the
meaning of section 1371(a) ) and their shareholders, and

“(E) any other entity and the individuals having bene-
ficial interests therein, to the extent that such entity is treated
as a conduit for purposes of the taxes imposed by chapter 1,

shall correspond to the tax treatment provi(fed therefor in the
case of the taxes imposed by chapter 1.

“(8) MeMBERS OF ARMED FORCES.—The relief provided to any
member of the Armed Forces of the United States by section 514
of the Soldiers’ and Sailors’ Civil Relief Act (50 U.S.C. App.
sec. 574) isin no way diminished.

“(9) WITHHOLDING ON COMPENSATION OF EMPLOYEES OF RAIL-
ROADS, MOTOR CARRIERS, ATRLINES, AND WATER CARRIERS.—There is
no contravention of the provisions of section 26, 226A, or 324 of
the Interstate Commerce Act or of section 1112 of the Federal
Aviation Act of 1958 with respect to the withholding of compensa-
tion to which such sections apply for purposes of the nonresident
tax.

“SEC. 6363. STATE AGREEMENTS; OTHER PROCEDURES.

“(a) Srate AcreeMENT.—If a State elects to enter into an agree-
ment with the United States to have its individual income taxes
collected and administered as provided in this subchapter, it shall
file notice of such election in such manner and with such supporting
information as the Secretary or his delegate may prescribe by regula-
tions. The Secretary shall enter into an agreement with such §tate
unless the Secretary notifies the Governor of the State within 90 days
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after the date of the filing of the notice of the election that the State
does not have a qualiﬁe(f State individual income tax (determined
without regard to section 6362(f)(1)). The provisions of this sub-
chapter shall apply on and after the date (not earlier than the first
January 1 which is more than 6 months after the date of the notice)
specified for this purpose in the agreement.
*(b) WITHDRAWAL.—
¥(1) By ~Normrricarion.—If a State wishes to withdraw from
the agreement, it shall notify the Secretary or his delegate of its
intention to withdraw in such manner as the Secretary or his
delegate may prescribe by regulations. The provisions of this
subchapter (ot er than this section) shall not apply on or after
the date specified for this purpose in the notification. Except as
provided in regulations. the date so specified shall not be earlier
than the first January 1 which is more than 6 months after the
date on which the Secretary or his delegate is so notified.
“(2) By cHANGE IN sTATE LAw.—Any change in State law
which would (but for this subchapter) have the effect. of causin
a tax to cease to be a qualified State individual income tax shal
be treated as an intention to withdraw from the agreement.
Notification by the Secretary to the Governor of such State that
the change in ‘State law will be treated as an intention to withdraw
shall be made by the Secretary in such manner as the Secretary
or his delegate shall by regulations prescribe. Such notification
shall have the same effect as a notice under paragraph (1) of an
intention to withdraw from the agreement. received on the effec-
tive date of the change in State law.
~(¢) TRANSITION YEARS.—
*(1) SUBCHAPTER CEASES TO APPLY DURING TAXPAYER'S YEAR.—
If the provisions of this subchapter cease to apply on a day other
than the last day of the taxpayer’s taxable year, then amounts
previously paid to the United States on account. of the State’s
qualified individual income tax for that taxable year (whether
paid by withholding, estimated tax, credit in lieu of refund, or
otherwise) shall be treated as having been paid on account of
the State’s individual income tax law for that taxable year. Such
amounts shall be transferred to the State as though the State had

not withdrawn from the agreement. Returns apé)lications, elec- .

tions, and other forms previously filed with the Secretary or his
delegate for that taxable year, which are thereafter required to
be filed with the appropriate State official shall be treated as
having been filed with the appropriate State official.

“(2) PREVENTION OF UNINTENDED HARDSHIPS OR BENEFITS.— The
State may by law provide for the transition to a qualified State
individual income tax or from such a tax to the extent necessary
to prevent double taxation or other unintended hardships, or to
prevent unintended benefits, under State law. [

*(3) ADMINISTRATION OF SUBSECTION.—The provisions of this
subsection shall be administered by the Secretary or his delegate,
by the State. or jointly. to the extent provided in regulations pre-
scribed by the Secretary or his delegate.

*(d) JuproiaL ReviEw.—

*(1) I~ cENEraL—Whenever under this section the Secretary
or his delegate determines that a State does not have a qualified
State individual income tax. such State may. within 60 days after
the Governor of the State has been notified of such action, file
with the United States court of appeals for the circuit in which
such State is located, or with the United States Court of Appeals
for the District. of Columbia. a petition for review of such action.

Ante, p, 938.
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A copy of the petition shall be forthwith transmitted by the clerk
of the court to the Secretary or his delegate. The Secretary or
his delegate thereupon shall file in the court the record o?,the
proceedings on which he based his action as provided in section
2112 of title 28, United States Code.

“(2) JURISDICTION OF COURT; REVIEW.—The court shall have
jurisdiction to affirm the action of the Secretary or his delegate
or to set it aside in whole or in part and to issue such other orders
as may be appropriate with regard to taxable years which include
any part of the period of litigation. The judyément of the court
shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254
of title 28, United States Code.

“(3) STAY OF DECISION.—

“(A) If judgment on a petition to review a determination
under subsection (a) includes a determination that the State
has a qualified State individual income tax, then the provi-
sions of this subchapter shall apply on and after the first
January 1 which is more than 6 months after the date of the

judgment.

“%111;) If judgment on a petition to review a determination
by the Secretary under subsection (b)(2) includes a deter-
mination that the State does not have a qualified State indi-
vidual income tax, then the provisions of this subchapter
(other than this section) shaﬁ) not apply on and after the
first January 1 which is more than 6 months after the date
of the judgment.

“(4) PrerereNcE—Any judicial proceedings under this section
shall be entitled to, and, upon request of the Secretary or the State,
shall receive a preference and shall be heard and determined as
expeditiously as possible.

“SEC. 6364. REGULATIONS.

“The Secretary or his delegate shall prescribe such regulations as
nay be necessary or appropriate to carry out the purposes of this
subchapter. :

“SEC. 6365. DEFINITIONS AND SPECIAL RULES.

“(a) State—For purposes of this subchapter, the term ‘State’
includes the District of Columbia.

“(b) Governor.—For purposes of this subchapter, the term ‘Gov-
ernor’ includes the Commissioner of the District of Columbia.

“(¢) AppLicATION OF SUBCHAPTER.—Whenever this subchapter
begins to apply, or ceases to apply, to any State tax on any January 1—

“(1) except as provided in paragraph (2), such change shall
ap?ly to taxable years beginning on or after such date, and

“(2) for purposes of chapter 24, such change shall apply to

wages paid on or after such date.”

(b) Crericar AmenpmeNT.—The table of subchapters for chapter
64 of such Code is amended by adding at the end thereof the follow-
ing:

" “SuBcHAPTER E. Collection of State individual income taxes.”

SEC. 203. CONFORMING AMENDMENTS.

(a) Laree Rerunps.—Section 6405 of the Internal Revenue Code
of 1954 (relating to reports of refunds and credits) is amended by
adding at the end thereof the following new subsection :

“(e) Quarrriep State Inpvipuan Income Taxes.—For purposes
of this section, a refund or credit made under subchapter E of chapter
64 (relating to Federal collection of qualified State individual income
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taxes) for a taxable year shall be treated as a portion of a refund or
credit of the income tax for that taxable year.”
i(b) Tax Courr SmarL CratMs.— ; ; ; ¥
(1) Section 7463 of such code (relatmito disputes involving
$1,000 or less) is amended by adding at the end thereof the fol-
lowing new subsection : ;
“(f) QuarrFrep State INprvipuarL INcome Taxes—For purposes
of this section, a deficiency placed in dispute or claimed overpayment
with regard to a qualified State individual income tax to which sub-
chapter E of chapter 64 applies, for a taxable year, shall be treated as
a portion of a deficiency placed in dispute or claimed overpayment of
the income tax for that taxable year.” 2
(2) Section 7463 of such Code is amended by striking out
“81.000” in the heading and each place it appears in subsection
(a) thereof and inserting in lieu thereof “$1,500”.
(3) The table of sections for (f)art, IT of subchapter C of chap-
ter 76 of such Code is amended by striking out “$1,000” in the
item relating to section 7463 and inserting in lieu thereof “$1,5007.

SEC. 204. EFFECTIVE DATE. '

(a) GexeraL RuLe—Except as provided in subsections (b) and
(c), the provisions of this title (and the amendments made thereby)
shall take effect on the date of the enactment of this Act.

(b) CorLLECTION AND ADMINISTRATION OF STATE TAXES BY THE
Uxrtrep States May Nor Beeiy Berore JaNuary 1, 1974.—Section
6361 of the Internal Revenue Code of 1954 (as added by section 202(a)
of this Act) shall take effect on whichever of the following is the
later:

(1) January1,1974,0or

(2) the first January 1 which is more than one year after the
first date on which at least 2 States having residents who in the
aggregate filed 5 percent or more of the Federal individual
income tax returns filed during 1972 have notified the Secretary
of the Treasury or his delegate of an election to enter into an
agreement under section 6363 of such Code.

(¢) Jurispicrion oF Tax Courr 1N DispuTes INvoLvine $1,500 or
Trss—The amendments made by paragraphs (2) and (3) of section
203 (b) of this Act shall take effect on January 1,1974.

TITLE III—LIMITATION ON GRANTS FOR SOCIAL SERV-
ICES UNDER PUBLIC ASSISTANCE PROGRAMS

Skc. 301. (a) Title XI of the Social Security Act is amended by
adding at the end thereof the following new section :

“LIMITATION ON FUNDS FOR CERTAIN SOCIAL SERVICES

“Sgo. 1130. (a) Notwithstanding the provisions of section 3(a) (4)
and (5),403(a) (3),1003(a) (3) and (4),1403(a) (3) and (4), or 1603
(a) (4) and (5), amounts payable for any fiscal year (commencing
with the fiscal year beginning July 1, 1972) under such section (as
determined without regard to this section) to any State with respect
to expenditures made after June 30, 1972, for services referred to in
such section (other than the services provided pursuant to section
402(a) (19) (G) ), shall be reduced by suc}})x amounts as may be necessary
to assure that— :

“(1) the total amount paid to such State Sunder all of such
sections) for such fiscal year for such services does not exceed the
allotment of such State (as determined under subsection (b)) ; and

83 Stat. 733,
26 USC 7463,

Ante, p. 936,

Antey p. 942.

49 Stat, 647;
81 Stat, 920,
42 USC 1301,

142 USC- 303,
603, 1203,
1353, 1383,

42 USC 602,
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75 Stat, 76,
42 UsSC 608,

42 USC 301,
1201, 1351,
1381, 601,

State
allotment,

"State

42 USC 303,
603, 1203,
1353, 1383,

“(2) of the amounts paid (under all of such sections) to such
State for such fiscal year with respect to such expenditures, other
than expenditures for—

“(A) services provided to meet the needs of a child for
personal care, protection, and supervision, but only in the
case of a child where the provision of such services is needed
(i) in order to enable a member of such child’s family to
accept or continue in employment or to participate in train-
ing to prepare such member for employment, or (ii) because
of the death, continued absence from the home, or incapacity
of the child’s mother and the inability of any member of
such child’s family to provide adequate care and supervision
for such child ;

“(B) family planning services;

“(C) services provided to a mentally retarded individual
(whether a child or an adult), but only if such services are
needed (as determined in accordance with criteria prescribed
by the Secretary) by such individual by reason of his con-
dition of being mentally retarded ;

“(D) services ﬁrowded to an individual who is a dru
addict or an alcoholie, but only if such services are neede
(as determined in accordance with criteria prescribed by
the Secretary) by such individual as part of a program of
active treatment of his condition as a drug addict or an
alcoholic;and -~

“(E) services provided to a child who is under foster care
in a foster family home (as defined in section 408) or in a
child-care institution (as defined in such section), or while
awaiting placement in such a home or institution, but only
if such services are needed (as determined in accordance
with criteria prescribed by the Secretary) by such child
because he is under foster care,

not more than 10 per centum thereof are paid with respect to
expenditures incurred in providing services to individuals who are
not recipients of aid or assistance (under State plans approved
under titles I, X, XIV, X VT, or part A of title IV), or applicants
(as defined under regulations of the Secretary) for such aid or
assistance.

“(b) (1) For each fiscal year (commencing with the fiscal year
beginning July 1, 1972) the Secretary shall allot to each State an
amount which bears the same ratio to $2,500,000,000 as the population
of such State bears to the population of all the States.

“(2) The allotment for each State shall be promulgated for each
fiscal year by the Secretary between July 1 and August 31 of the
calendar year immediately preceding such fiscal year on the basis of
the population of each State and of all of the States as determined
from the most recent satisfactory data available from the Depart-
ment of Commerce at such time; except that the allotment for each
State for the fiscal year beginning July 1, 1972, and the following
fiscal year shall be promulgated at the earliest practicable date after
the enactment of this section but not later than January 1,1973.

“(c) For purposes of this section, the term ‘State’ means any one of
the fifty States or the District of Columbia.”

(b) Sections 3(a)(4) (E), 403(a)(3) (D), 1003(a) (3) (E), 1403
(a) (3) (E), and 1603(a) (4) (E) of such Act are amended by striking
out “subject to limitations” and inserting in lieu thereof “under con-
ditions which shall be”.
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(¢) Section 403(a) (5) of such Act is amended to read as follows:
“(5) in the case of any State, an amount equal to 50 per centum

of the total amount expended under the State plan during such
uarter as emergency assistance to needy families with children.”
(d% Sections 3(a), 403(a), 1003 (a), 1403(a), and 1603 (a), of such
ing paragraph S}) of each

Act are amended, in the matter pr
eu thereof

such section, by striking out “shall ’pay” and Inserting in
“shall (subject to section 1130) an’ A g

(e) The amendments made by this section (other than by subsec-
tion (b)) shall be effective July 1, 1972, and the amendments made by
subsection (b) shall be effective January 1,1973.

Approved October 20, 1972,

LEGISLATIVE HISTORY:

HOUSE REPORTS: No, 92=1018 (Comm, on Ways and Means) and No, 92=1450
(Comm, of Conference),

* SENATE REPORTS:No, 92=1050 (Corm, on Finance) and No, 92=1229

(Comm, of Conference),
CONGRESSIONAL RECORD, Vol, 118 (1972): 2
June 21, 22, considered and passed House,
Aug, 18y Sept, 5=8, 11, 12, considered and passed Senate; amended,
‘Octe 12, House agreed to conference report; receded and concurred
in Senate amendment, with an amendment,
Oct. 13, Senate agreed to conference reports caoncurred in House
amendment,
WEEKLY COMPILATION OF PRESIDENTTAL DOCUMENTS, Vol, 8, No. 43
Oct, 20y Presidential statement.

U. S. GOVERNMENT PRINTING OFFICE :

81 Stat., 893;
42 USC 603,

42 USC 303,
1203, 1353,
1383,

Ante, p, 945.
Effective

date,

1972 O - 491-251




vol.1/no.1/may 1973

an office of revenue sharing newsletter

Information Sharing . . .

This is the first in a series of news-
letters which will be published by the
Intergovernmental Relations staff of
the Office of Revenue Sharing, in an
effort to keep your office informed of
the latest updates and interpretations,
along with any additional information
which may be helpful in administer-
ing and understanding the general
revenue sharing program. This letter
is being sent, free of charge, to re-
gional associations, public interest

groups, congressional offices and
other associations which interact with
units of local government.

As you are no doubt aware, the Of-
fice of Revenue Sharing will remain
Washington-based with no regional
offices. We recognize the fact that
organizations and offices such as
yours have played a vital role in iden-
tifying problems and explaining or
otherwise clarifying various require-
ments of the legislation for local offi-
cials. We hope that this service will
continue, and thus the purpose of this
publication.

Feel free to reprint part or all of
this letter for distribution to your con-
stituents. We would be happy to hear
any suggestions on how to improve
this service. Furthermore, if you have
specific regional problems, please
contact the appropriate state coordi-
nator, listed in this newsletter.

Marilynne R. Rudick
Gregory C. Golembe
Jeffrey H. Schiff

Office of Revenue Sharing

Washington, D.C. 20226
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Court Case Examines

“Revenue Shifting”

A recent case in the Federal Dis-
trict Court for the Northern District
of Georgia examined the legality of
revenue-shifting, whereby revenue
sharing entitlement funds are spent
in a priority expenditure category
thus releasing funds to be shifted into
another area of expenditure.

In this instance, the City of Atlanta,
after having allocated a portion of its
revenue sharing funds to its firemen’s
salaries account, attempted to shift
the ‘“freed-up” funds from its fire-
men’s salaries account into the water
department fund. The purpose of the
shift was to effect Atlanta’s proposed
plan to distribute a water and sewer
charge rebate (or credit) to those cit-
izens with water and sewer accounts.
The Court held that a water and sewer
rebate was not a priority expenditure
permitted by Section 103 of the Act.

Judge Freeman clearly stated in his
decision that the revenue sharing
legislation does not prohibit the use
of revenue sharing funds to effect tax
relief. In Judge Freeman’s words,
“The Act seems clearly to have con-
templated that the infusion of reve-
nue sharing funds into state and local
governments would permit future tax
relief to hard-pressed taxpayers of
those governments.”

In short, the decision constitutes a
warning that general revenue sharing
funds may not be channeled indirectly
into non-priority categories.

This decision does not restrict a
local government from decreasing its
tax revenues as a result of expending
general revenue sharing funds for a
permitted use.

PUR Forms
Mailed In April

Planned Use Reports (Form 3229)
required by Section 121 (b) of the
Act for the Third Entitlement Period
were mailed to all recipient govern-
ments on April 13th. This report asks
recipients to indicate the amounts and
purposes for which the unit of govern-
ment plans to use or obligate Third
Entitlement Period funds only. The
regulations do not require reporting
of planned uses for the First and Sec-
ond Period allocations. An estimate
of what each government will receive
for the Third Entitlement Period (Jan-
uary 1-June 30, 1973) was printed at
the top of the Planned Use Report, and

is the amount which should be ac-
counted for in completing the form.
If a unit of government has not at
this time planned for the expenditure
of any or all of its Third Entitlement
Period payments, the Chief Executive
Officer of that government should
submit an executive proposal for use
of these funds, and indicate this by
checking box K on the form. Such an
executive proposal is useful in that
it allows citizens to react to the pro-
posed use before the plan is finalized.
Should the actual use differ from the
planned use as set forth on this form,
it is not necessary to send an amended
version of the Planned Use Report to
ORS.

State and local governments should
return the completed report to the
Office of Revenue Sharing by June
20, 1973. In accordance with the Act
and Regulations, this report must be
published in its entirety by the re-
cipient government in a newspaper
of general circulation and the infor-
mation contained in it must be made
available to other media in the area
including minority and bilingual media.

The Planned Use Report should not
be confused with the Status of Trust
Fund Report. The latter, required an-
nually, is a statement of how entitie-
ment funds are actually used, appro-
priated, or obligated. The next issue
of reveNews will highlight the re-
quirements of the Status of Trust
Fund Report.

1000 Governments
Still Not “Assured”

Approximately 1000 governments
still have not returned their Assurance
Form (Form 3227) to the Office of
Revenue Sharing, and as a result have
had their April revenue sharing pay-
ments withheld.

Section 123 (a) of the Act requires
that each government assure the Sec-
retary of the Treasury of compliance
with the requirements of the legisla-
tion in order to receive funds after
January 1, 1973. Such assurance
forms must be completed by the Chief
Executive Officer of the unit of gov-
ernment.

Jurisdictions which have returned
their assurance forms since April 1st
will receive their checks in a supple-
mental payment in May. Governments
which submitted a letter in lieu of
Form 3227, should return this form
(a duplicate of which has already
been sent to them) in order to receive

their July check on schedule.

ORS will be soliciting the coopera-
tion of State House Coordinators “in
an attempt to remind governments
whose assurance forms have not been
received.

Taxes Reviewed

for “Dependent” Schools
Four hundred and fifty jurisdictions

with dependent school systems in the .

States of Alabama, Alaska, Connecti-
cut, Tennessee, Virginia, Maryland, as
well as N.Y. City had their “adjusted
taxes” recomputed by ORS in coop-
eration with the Bureau of the Census.

In these areas, educational services
are a function of the general govern-
ment, county or city, rather than a
special and autonomous school dis-
trict. It was therefore difficult to de-
termine which monies should be con-
sidered school taxes, and thus sub-
tracted from local taxes to arrive at
the “adjusted tax” figure used to com-
pute revenue sharing allocations for
local governments.

In the case of these governmental
units with dependent school systems,
it was determined that for revenue
sharing purposes, the ratio established
of taxes to total revenues will be ap-
plied to school expenditures to deter-
mine what percentage of school ex-
penditures should be considered
school taxes. This new method of
computing ‘“‘adjusted taxes” is set
forth in Section 51.2 (b) (2) of the
Final Regulations published in the
Federal Register on April 10, 1973.

The governments involved were ini-
tially informed of this new procedure
by mailgram, and received a second
mailgram in April advising them of the
outcome of the recomputation. In ad-
dition, all counties and cities involved
received a RS 11 worksheet from the
Bureau of the Census which con-

tained the figures used in the read-

justment. Each government now has

60 days from the receipt of this form

to verify the data used. As a conse-
quence of the relative nature of the
allocation process, other towns or
cities within a county which have had
their adjusted tax data recomputed
may find that their allocation has
been affected as well.

Quarterly Payments

Beginning with the April 6th check,
(Entitlement Period Ill), all revenue
sharing payments will be mailed at

the end of each calendar quarter. cannc
(April, July, October, and January.) ¢ ‘
The April 6th payment contained 50% b
of the Third Entitlement allocation. ¢
Unlike the first two payments, no re-
serve amount was withheld from these 1t
checks. The Secretary of the Treas-
ury, however, reserves the right to
withhold funds from future payments
under certain circumstances if he
deems it necessary.

4000 Governments
Challenge Data

Data challenges were received by
the Office of Revenue Sharing from
approximately 4000 units of govern-
- ments. These challenges were in re-
' sponse to a data verification proce-
q dure through which the program’s
39,000 recipients were asked to check
the figures which were used to com-
nents, pute their first and second revenue

own sharing payments. The Office of Rev-
. enue Sharing is working in cooperation
- with the Bureau of the Census to
, individually evaluate each data inquiry.
All challenges which were resolved by
April 6th were reflected in the April
son- payment. Adjustments which might be

5 necessitated by correction of data will
i- be computed and paid as soon as
possible. Such adjustments to previ-
ous payments were not reflected in




the checks which were mailed in early
April.

The determinations of the outcome
of such data chalienges have been
sent to the recipient governments
which initiated them. They may appeal
this decision within sixty days of noti-
fication of the first determination, if
they feel that they can present addi-
tional information to document their
claims. However, all valid data chal-
lenges must be based on the data
definitions which were previously dis-
tributed to all recipients. It is important
to remember that all inquiries regard-
ing tax data must be based on infor-
mation from Federal Fiscal Year 1971
or the Local Fiscal Year which ended
during the twelve months prior to June
30, 1971.

Some governments have received a
change in their allocation even though
they did not initiate a data challenge.

This is a result of the relative nature -

of the allocation process. A change in
any community within a county, could
affect the amount of the payment going
to other governments within the county
area since each government receives
its allocation based on how its popula-
tion, tax effort, and per capita income
compare with these same factors for
other places in the county. Thus, an
increased payment to one government
could result in a downward adjustment
to the allocation of other governments.

Davis-Bacon Wages

Prevail for R.S. Projects

Under the provisions of the revenue
sharing legislation all laborers and
mechanics employed by contractors
or subcontractors on any construction
project, 25 percent or more of the
cost of which is paid with revenue
sharing funds, must be paid wages
consistent with those specified for
that locality in accordance with the
Davis-Bacon Act. [Sec. 123 (b)].

To comply with the Davis-Bacon
provision, recipient governments must
file, with the local Department of Labor
office, a SF-308 form requesting a wage
determination for each intended proj-
ect at least 30 days before the con-
tract is awarded, and must make sure
that the wage determination issued
is incorporated in the contract speci-
fications. Regulations 29CFR, Part 1,
issued by the Department of Labor,

spell out fully the use and effective-
ness of wage determinations, and pro-
vide the review procedures to be
followed with regard to wage deter-
mination questions.

The Davis-Bacon Act applies only
to contract labor, and does not affect
projects constructed by the govern-
ment’s own employees.

Specific inquiries by recipient gov-
ernments or by contractors should be
addressed to the nearest U.S. Depart-
ment of Labor regional office.

New State

Data Introduced

New data was introduced to com-
pute the total state area revenue
sharing allocation for Entitlement
Period lll, (January-June, 1973). How-
ever, there was no change in the data
definitions used to compute alloca-
tions to local governments within the
state. New state population estimates
for July 1972, were developed by the
Bureau of the Census. In addition,
actual state income tax collections for
Calendar Year 1972 and actual Fed-
eral income tax liabilities for Calendar
Year 1971 were entered into the data
bank to replace estimated data that
was previously used. /ntrastate alloca-
tions to local governments were still
based on population data for April,
1970, and tax data for Fiscal Year
1971.

Please use
Revenue
Sharing
Account
Number when
contacting
our office

IGR Area
Coordinators

For additional information and an-
swers to specific problems and ques-
tions on revenue sharing, please con-
tact the appropriate area coordinator,
listed below:

(Area Code 202)

Ala, Hugh Allen 634-5191
Alaska Ron Gyure 634-5192
Ariz. Gregory Golembe 634-5193
Ark. Hugh Allen 634-5191
Calif. Marilynne Rudick 634-5196
Colo. Gregory Golembe 634-5193
Conn. Laura Garcia 634-5196
Del. Hugh Allen 634-5191
D.C. Mary Sexton 634-5197
Fla. Hugh Allen 634-5191
Ga. Hugh Alien 634-5191
Ha. Marilynne Rudick 634-5196
Id. Ron Gyure 634-5192
1. Mary Sexton 634-5197
Ind. Mary Sexton 634-5197
lowa Ron Gyure 634-5192
Kan. Ron Gyure 634-5192
Ky. Karen Spaight 634-5195
La. Gregory Golembe 634-5193
Me. Laura Garcia 634-5196
Md. Marilynne Rudick 634-5196
Mass. Laura Garcia 634-5196
Mich. Mary Sexton 634-5197
Minn. Karen Spaight .634-5195
Miss Hugh Allen 634-5191
Mo. Ron Gyure 634-5191
Mont Gregory Golembe 634-5193
Neb. Ron Gyure 634-5191
Nev. Marilynne Rudick 634-5196
N.H. Laura Garcia 634-5196
N.J. Laura Garcia 634-5196
N.M. Gregory Golembe 634-5193
N.Y. Laura Garcia 634-5196
N.C. Karen Spaight 634-5195
N.D. Karen Spaight 634-5195
Ohio Mary Sexton 634-5197
Okla. Gregory Golembe 634-5193
Ore. Ron Gyure 634-5192
Pa. Marilynne Rudick 634-5196
R.L Laura Garcia 634-5196
S.C. Karen Spaight 634-5195
S:B; Karen Spaight 634-5195
Tenn Karen Spaight 634-5195
Tex. Gregory Golembe 634-5193
Utah Gregory Golembe 634-5193
Va. Marilynne Rudick 634-5196
Vit. Laura Garcia 634-5196
Wash. Ron Gyure 634-5192
W.Va. Marilynne Rudick 634-5196
Wisc. Karen Spaight 634-5195
Wyo Gregory Golembe 634-5193
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