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I. Summary of Present Law 

The State and Local Fiscal Assistance Act of 1972 provided a new 
and fundamentally different kind of fiscal aid to State and local gov
ernments. The Federal Government provided very substantial aid to 
State and local governments in the past. However, this has been in 
the form of categorical aid which generally must be spent for rather 
narrowly prescribed purposes, and which does not give the State 
and local governments much flexibility as to how the funds may be 
used. Accordingly, the Congress concluded that there was need for a 
new aid program to give the State and local governments the flexi
bility that they need to use the funds for the most vital purposes in 
their particular circumstances. 

The fiscal assistance provided by the Act differed in several funda
mental respects from other proposals which have been made for the 
sharing of funds by the Federal Government with the States and 
localities. 

First, the local governments, although given considerable latitude 
in the use of the aid funds, were also provided with general guidance 
to $ive assurance that the funds will be spent for priority items. 

i::iecond, the Act provided for the distribution of specific dollar 
amounts of fiscal assistance rather than a percentage of Federal reve
nues. This was preferred in order that the Federal Government not 
add a new expenditure category which would grow at an uncontrolla-
.ble rate. / 

Third, the act provided the fiscal assistance for a limited 5-year 
period. This assures a review of the financial problems of State and 
local governments after a period of time with the result that provi~ 
sion can be made for needed changes as they develop. At the same time 
it gives assurance that these funds will be available to States and local
ities during the current period when, because of economic and other 
problems, the need for this assistance may well be at a peak level. 

And fourth. the formulas for distributing the funds were designed 
to encourage State governments as well as local governments to meet 
their revenue needs to the greatest extent possible out of their own tax 
sources, either by greater use of income taxes or other revenue sources. 

More specifically, the Act appropriated $30.2 billion for aid to State 
and local governments covering the period from January 1, 1972. 
through December 31, 1976. The payments started at an annual rate of 
$5.3 billion for calendar year 1972 and increased annually nntil they 
reached a $6.65 billion annual rate for the second half of calendar 
year 1976. 

The following tabulation shows the amounts of aid appropriated for 
distribution to State and local governments by fiscal years: 

. Amount of aid 
Penod (millions) 

January 1,1972, through June 30,1972 ________________________________ $2,652 
Fiscal year beginning July 1, 1972____________________________________ 5,642 
Fiscal year beginning July 1., 1973____________________________________ 6,055 
Fiscal year beginning July 1, 1974____________________________________ 6,205 
Fiscal year beginning July 1, 1975___________________________________ 6 355 
July 1, 1976, through December 31, 1976 _____________________________ = 3: 327 

Total ________________________________________________________ ~ 

(1) 



2 

These aid funds were distributed among the States and the localities 
on the basis of formulas which were designed to recognize the varying 
circumstances of particular States and localities throughout the coun
try and "to put the money where the needs are." 

Two-thirds of the total amount appropriated each year was distrib
uted to local governments throughout the country and the remaining 
one-third was distributed to the States. This division of funds was 
provided because it was believed that local governments generally 
have more pressing financial problems than the States and also because 
approximately two-thirds of total State and local expenditures are 
made by local governments. 

Table 1 shows the distribution among the States of the aid funds 
for the States and for localities through June, 1976. 

The Act used two different formulas in determining the allocations 
shown in Table 1 for State areas (which include in each case both the 
State and its localities). The actual payment going to each State 
area was computed on whichever of the two formulas yielded the 
higher payment. 

TABLE I.-REVENUE SHARING PAYMENTS TO STATE AND LOCAL GOVERNMENTS THROUGH JUNE, 1976 

State name State 
local 

governments Totals 

Alabama_............................................ $149,116,037 $298,531,003 $447,647,040 
Alaska ••.••..•••.•...•.....••••..•......••.....• _... 11,902,156 23,973,698 35,875,854 
Arizona ..•..• _.................. .... ...•..... ..•..... 89,744,686 180,819,350 270,564,036 
ArkansaL ••• _ ..• _................................... 97,092,170 180,526,157 277,618,327 
CaliforniL .............•.•.......•• __ ......••....•.•• 944,559,961 1,889,223,177 2,833,783,138 
Colorado ..•..• _ ••••.•.•..•••••••.•.....• _... .•.•••.•• 94,432,153 188,995,437· 283,427,590 
ConnecticuL......................................... 114,805,142 229,769,469 344,574,611 
Delaware •....•....................••......• _ •...• _... 29,850,531 50,538,386 80,388,917 
District of ColumbIL."...... ••.•... ..•.••......•..•.. 117, £63, 975 •........ ......... 117,663,975 
Florida .•.....•.•..•• _ •• _ •• , .•.•.. ~.................. 265,806,750 532,137,231 797,943,981 
Georgia ••.••••.•...•.............•.•••.....•• _....... 186,641,773 373,131,122 559,772,895 
Hawali .•..•..•••.•.•...........•.•....•....•....•• _.. 39,271,327 78,542,653 117,813,980 
Idaho •••••••.....••••••..••• _............... .•••..... 35,814,074 71,636,365 107,450,439 
Illinois •....••....•...•.....•.......• _ •. _ ...•• _...... 454,687,884 795,549,790 1,250,237,674 
Indiana ...•.......•..•••.••........•.• _ •..•.•• _...... 187,003,285 373.-954,183 560,957,468 
Iowa ...•.•....•....•..............• _. .•.. •.•••. •.••• 123,695,231 247,454,681 371,149,912 
Kansas... .••••... •.•.•........••. ..•.••• ....•••..•.• 84,653,308 169,273,833 253,927, 141 

t;~i~~~~~===================:======================== J3~: ~l: m ~&6: m: m ~~~: ~~ri: ~~~ Maine ••....••............••........•.•.....•• _...... 55,021,536 110,089,459 165,110,995 
Maryland •..•....••••••.•...••.• -.................... 176,704,261 353,408,525 530,112,786 
Massachusetts ..••.................•.••.•....••••.. _.. 283,545,633 568,099,329 851,644,962 
Michigan ...•.•••••....•............. _ •••....••.•.. _.. 377,364,771 755,684,750 1,133,049,521 
Minnesota ............. _ .•.•.•.•........••. _......... 178,974,882 358,722,999 537,697,881 

~:~~~~;rp~=================:====:===::=:============= l~~:m:m m:~~~: m ~~~: m::~g 
Monlana ...•••....... _ ..• _........................... 34,805,430 69, 5J(), 423 104,415,853 
Nebraska_ ...•••••....•.. _ ...•.....••.••. ". .•••..•.• 62,753,770 125,506,852 188,260,622 
Nevada.............................................. 19,830,841 39,653,229 59,484,070 
New Hampshire_. ....• ..........•..... .••. ...•..••... 28,426,219 56,915,591 85,341,810 
New 1ersey ....•....• _ ..•••.••••.•.•.••• _............ 279,600,825 559, 4Q7, 630 839,008,455 
New Mexico •.......••••.........•.••.•....••.... _.... 57,635,424 lll, 060, 985 168,696,409 
New york............................................ 998,273,997 1,994,186,981 2,992,460,978 
North Carolina........... •••••. •.••.•....•.••.... .•... 225,973,387 452,634,804 678,608, 191 
North Dakota ........•••.•...•.....••••...... _ ....•.•. 33,253,341 66,503,932 99,757,273 
Ohio ......•.•.....•••••.•.......•••..•....•• _........ 357,794,899 715,564,724 1,073,359,623 
Oklahoma............................................ 99,632,719 199,238,356 298,871,075 
Oregon __ .•...•.••••...•. '.'.". ......•••.•.•. .•....• 89,747,715 179,524,072 269,271,788 
Pennsylvania ...•• _ .......................... _........ 469,537,615 !f39, 681, 626 1,409,219,241 
Rhode Island .••........••.•.....•. _.................. 39,733,881 79,467,764 119,201,645 
Sout~ Carolina ..•..••..• -••••• -.- ......•• -... ..•....• 124,998,943 243,981,362 368,980,305 
South Dakota ..•.••.........•...•........••....• _..... 38,498,628 77,284,880 115,783,508 
Tennessee .•...... _... ... •........ ....••.. ..••...•••• 167,711,660 337,880,824 505,592,484 
Texas •••.•..••........••.•.••..•••......• _ ....• _.... 425,739,933 850,057, Wi 1,275,797, 149 
Utan ........... _ ..................... -..... ..•. ...•• 52,546,735 105, 103,993 157,650,72& 
VcrmonL .••........••...........•••• _ ...•• _ •...•. _. 25,66&,164 51,422,229 77,088,393 
Virginia .. _ ••.....• '.. ..... ........• ••.•..• •••• ...• ••• 177,485,689 362, ~6, 083 540,381,772 
Washinglon .. _ .•..••..•.............••.• -... •.••.. ..• 128, !m,375 257,966,013 386,944,388 

~rs~o~~\~i.n~~==========================:============== m: ~g~: m U~: m: ~~~ m: gi~: ~~~ 
Wyoming .•••••.•••••••••••••••••••.••••••••••••.•••• ___ 1_5,_9_00._, _900 ___ 3_1_, 80_1_,_80_0 ___ 4...:7,_7_02.;....7_00 

National totaL................................. 9,072,330,166 17, 624, 1i13, 983 26, 696, 844, 149 

Source: U.S. Treasury Department, Office of Revenue Sharing. 
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The first formula, in part, was based on the need of the States and 
localities and, in part, was an incentive device to encourage them to 
meet their own needs. Under this rormula, the need of States and their 
localities was measured by taking into account population, the extent 
of urbanization and the extent of relative poverty (measured by popu
lation inversely weighted by relative per capita income). The in
centive feature in the formula was designed to encourage tax: effort 
generally in a State and also to encourage greater use of State in
dividual income taxes. In the distribution, the three items in this 
formula designed to measure need are each given a weight of about 
22 percent (giving the three items a combined weight of two-thirds 
of the total) while the two incentive factors are each given a weight 
of about 17 percent (and together a weight of about one-third of the 
total) . 

In determining the distribution of the aid based on income tax col
lections, the Ad provided that 15 percent of the individual income tax 
collections of each State was to be taken into consideration. However, 
to prevent particular States from securing either an unduly large or 
unduly low ,allocation as a result of this ractor, the amount of such 
income taxes actually taken into consideration could not exceed 6 per
cent of the Federal individual income tax liabilities attributable to the 
State or fall below one percent of these Federal income tax: liabili
ties. The laUer one percent floor has been especially helpful to States 
which do not impose individual income taxes. 

The second formula distributed the funds to the State areas on the 
basis of population weighted by general tax effort and weighted still 
further by inverse per capita relative income. This formula was de
signed to place more emphasis (than the first formula) on ability to 
pay as measured by inverse per capita income levels. Also, in measur
ing tax effort, it differs from the first formula in that it does not place 
any special emphasis on the use of State income taxes as distinguished 
from other taxes. Finally, this formula, instead of taking urbaniza
tion into account, uses general tax effort as a means of increasing dis
tributions to those States in which larger cities are located. 

!The 3-factor (second) formula was aJso generally used to allocate 
the total share of the aid set aside for the local govE'rnments in each 
State area (two -thirds of the total State area allocation) among spe
cific local governments. Additional flexibility in this latter respect was 
provided by allowing the States to choose by law to have the aid funds 
distributed among their local !!overnments on the basis of an alterna
tive formula instead of on the~basis of the standard three-factor for
mula. Thus, a State could elect to have the distribution to local govern
ments made on the basis or popUlation weighted by general tax effort 
factor or population \vei,ghted by inverse relative per capita income 
levels factor or on the hasis of any combination of these two ractors. 

The funds distributed to the local governments could be used only 
for certain priority purposes and in accordance with applicable State 
~11ld local law. In the case of maintenance and operating expenditures, 
the funds could be spent for public safety, environmental protection, 
public transportation. health, recreation, libraries, social services for 
the poor or aged and financial administration. In addition, these funds 
could be USE'd for capital expenditures authorized by law. All of the 
categories of expenditures listed above were limited in that the expen
ditures must be for ordinary and necessary purposes, 
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In general, the States were given complete flexibility in regard ~o 
expenditures of the aid funds, although they had to use thefu~ds III 
accordance with applicable State law. However, to receive theIr full 
allocation, the States had generally to maintain their assistance to their 
local governments atthe levels existing in fiscal year 1972. In deter
mining the assistance provided by a State to its localities for this pur
pose, adjustments were made where the State provided additional tax 
sources to its localities or assumed financial responsibility for programs 
previously financed by its localities. 

In addition to the limitations set out above, the aid funds could not 
be used by a State or local government in a way which discriminated 
because of race, color, sex or national origin. A further restriction pre
vented the aid funds from being used to pyramid Federal aid to State 
and local governments by prohibiting the use of these funds to match 
Federal funds under programs which make Federal aid contingent on 
a contribution by the State or local government. Finally, provision 
was made under certain circumstances to give individuals whose wages 
were paid out of the aid funds the protection of prevailing wage rates, 
pursuant to the Da vis-Bacon Act. 

State and local governments receiving aid funds also had to submit 
reports to the Treasury Department on how they used such funds in 
past periods as well as how (for periods beginning after December 31, 
1972) they planned to use future aid funds. Copies of these reports 
had to be published in the press and made available to the news media 
so that the electorate could be kept fully informed. 

Since enactment of the Act in 1972, there have been two amendments 
to it. The first, enacted in 1973, elimin;1ted,the reduction in payments 
to the District of Columbia in the event the District were to enact a 
commuter tax on Virginia and Maryland residents. Under the 1972 
provision, every dollar of commuter tax would rp$ult in a dollar re
duction in revenue sharing payments. 

The second amendment, enacted in 1974, provides that the data of 
localities designated as disaster areas be kept unchanged for 60 months. 
To date, 190 governments have benefited from this provision; approxi
mately 12,000 units are potentially eligible. 

II. Summary of House Bill 

Legislation to extend and revise general revenue sharing, the "Fis
cal Assistance Amendments of 1976" ("the House bill") was passed by 
the House of Representatives on ,Tune 10, 1976. This part of the pam
phlet summarizes by section the House bill and the changes it makes 
t<? the original 1972 legislation (the "Act"). Section 1 of the House 
bIll provides for the short title and section 2 provides that any refer
ence to "the Act~' is a reference to the 1972 Act. 

Sec. 3-Elirnination of Expenditure Oategories (SeC's. 103 and 
1133(a) of the Act) 

The House bill eliminates the requirement and related provisions of 
the Act that units of local government spend revenue sharing funds 
only for "priority expenditures." Under current law, "priority ex
penditures" reT:"rs to 8 categ?ries of ordinary and necessary operating 
expenses (publIc safety, envIronmental protection, public transporta-
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tion, health, recreation, libraries, social services for the poor or aged, 
and financial administration) and ordinary and necessary capital ex
penditures authorized by law. 

Sec. 4-Elimination of Prohibition on Use of Funds for M atoh
ing (Sec. 104 of the Act) 

The House bill eliminates the requirement that no revenue sharing 
funds be used by a State government or unit of local government di
rectly or indirectly to obtain other Federal funds. 

Sec. 5-Extension of the Program and Provision of Entitle
ment Funding (Secs.l05, 106, 107, 108, and 141 of 
the Act) 

The House bill continues revenue sharing payments through Sep
tember 30, 1980 (the end of Federal fiscal year 1980). Currently, pay
ments of entitlements are at a $6.65 billion annual rate; payments of 
entitlements for the noncontiguous State adjustments (Alaska and 
Hawaii) are provided at a $4.78 million annual level. Under present 
law, funding grew from a $5.3 billion annual rate at the beginning 
of the program to the current $6.65 billion annual rate at the end of 
the program. 

Sec. 6-0hange of Base Year for State Maintenance of effort 
. (sec. 107 of the Act) 

The House bill requires State governments to maintain transfers 
to local governments at the fiscal year 1976 level. Under the present 
law, the maintenance of effort requirement is based on State transfers 
in fiscal year 1972. 

Sec. 7-Eligibility Requirernents-Defin:ition of Unit of Local 
G01Jernment (sec. 108 (d) of the Act) 

Beginning October 1, 1977, a unit of local government, in addition 
to the requirement of current law that it be a general government, as 
defined by the Bureau of the Census, must perform certain functions 
in order to continue to receive revenue sharing payments. T.he unit of 
local government must impose taxes or receive intergovernmental 
transfers for substantial performance of two of fourteen enumerated 
categories: (i) police protection, (ii) courts and corrections, (iii) fire 
protection, (iv) health services, (v) social services for the poor or 
aged, (vi) public recreation, (vii) public libraries, (viii) zoning or 
land use planning, (ix) sewage disposal or water supply, (x) solid 
waste disposal, (xi) pollution abatement, (xii) road or street con
struction and maintenance, (xiii) mass transportation, and (xiv) 
education. . 

Also, at least 10 percent of a local government's expenditures must 
be spent in each of two of these fourteen service categories. This re
quirement is not to apply if the locality substantially performs four 
01' more of these public services or performed (and continues to 
perform) two or mol.'C of the public services aiter January 1, 1976. 
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Sec. 8-Reports on Proposed and Actual Uses of Payments,. 
Public Hearing Requirements,. Notification and P1lUicity of 
Hearings and Access to Related Documents; Report of the 
Secretary of the Treasury (secs. 121 and 123 of the Act) 

Proposed and Actual Use Reports 
Under the House bill, State and local governments which expect to 

receive revenue sharing funds are to submit a report to the Secretary 
of the Treasury indicating how they expect to use the funds during 
the entitlement period. This proposed use report must compare such 
proposed uses with uses of the funds during the previous two entitle
ment periods. The report also must include a comparison of the pro
posed, current, and past use of revenue sharing funds showing the 
relevant functional items in the official budget involved and indicate 
whether the proposed use is for a new activity, expansion or continua
bon of an existing activity, tax stabilization or tax reduction. The 
Secretary is authorized to prescribe the form, detail and time at which 
the proposed use report is to be filed. 

The House bill requires that, at the close of each entitlement period, 
each recipient is to submit a report on the actual use of the funds. The 
report, which is to be available to the public for inspection and repro
duction, is to set forth the purposes for which the funds have been 
appropriated, spent, or obligated. It is to show the relationship of 
these funds to the official budget, and expla~n differences between the 
proposed and actual uses of the revenue sharmg payments. 

Under present law, recipients must file a planned use report aJid an 
actual use report. These reports do not compare uses of revenue sharing 
funds to the budget and do not make historical comparisons of the, 
uses. Also, the House bill requires that discrepancies between proposed 
and subsequent actual uses be explained; the actual use reports do not 
now require this information. 

Public Hearings 
Two public hearings on the proposed uses of revenue sharing funds 

are required under the House bill. Current la,w has no public hearing 
requirements, although generally applicable budget processes must 
be followed. 

Seven or more days before sending the proposed use reports to the 
Treasury, a recipient must hold a "prereport" hearing at which citizens 
are to be permitted to provide written and oral comment on the pos
sible uses of the funds. There must be adequate notice of the hearing. 

Seven days before the adoption of its budget, as provided under 
State and local law, a recipient must hold a second ("prebudget") 
hearing on the proposed uses of the revenue sharing funds. At this 
hearing, citizens may provide written and oral commemnt and are to 
have their questions answered concerning the entire budget and the 
relation of revenue sharing funds to it. The hearing must be before 
t he body responsible for enacting the budget and is to he at a 
time and place to encourage public attendance and participation. 
Senior citizens and senior citizen organizations must have an oppor
tunity to be heard in this hearing process.1 If applicable State and 

1 The requirement with respect to senior citizens Is made in Sec. 13 ~f the House bUI. 
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local law already assures the opportunity for public attendance and 
participation contemplated by these two hearings, the Secretary may 
waive in whole or part the requirement that the two hearings be held. 

Under current law, a recipient must spend its funds in accordance 
with applicable State and local law. Thus, if Sta,te or local law re
quires pu.blic hearings as part of the budgetary process, nses, of reve
nue sharmg funds as part of such a budget would be publIcly con
sidered. 

N otijication and Publicity of Hearings and Access to Documents 
Under the House bill, thirty days before the prebudget hearing, each 

recipient government must publish conspicuously in a newspaper of 
general circulation a narrative summary of the entire budget and the 
time a.nd place of the hearing. Also, the recipient must make available 
to the public in its main office, and at public libraries (if any) within 
the jurisdiction of the local government, and, in the case of State 
government, in the main libra.ries of major localities, the proposed use 
report, the n~rrative summary which was published in the n~wspaper, 
and the offiCIal budget. The official budget must show each Item that 
is funded in whole or in part by revenue sharing. 

Within thirty days after the adoption of its budget, the recipient 
government must similarly publish a narrative summary of the final 
budget, an explanation of differences in the final budget from that 
proposed, and the relationship between the revenue sharing funds and 
the functional items of the entire budget. In addition, the summary 
must be made available in the principal office of the recipient, in public 
libraries (if any) within the jurisdiction of the local recipient, and, in 
the case of a State government, in the main public libraries of the 
major municipalities of the State. 

If the cost of the newspaper publication of the narrative summary 
is unreasonably burdensome in comparison to the revenue sharing 
payment, otherwise impractical, or the 30-day period before the pre
budget hearing conflicts with applicable law, the Secretary of the 
Treasury may waive in whole or part the publication requirements or 
modify the 30-day requirement. 

Both proposed and actual use reports, which are filed with the Secre
tary of the Treasury, are to be provided by the Treasury Department 
to the Governor of that State. Also, each recipient within a metropoli
tan area is to provide a copy of the proposed use report to certain 
specified areawide organizations. 

UncleI' present law, the planned and actual use reports must be 
published in newspapers of general circulation. 

Rep01't of the Secretary of the Treasury to Congress 
The annual report of the Secretary of the Treasury is to be ex, 

panded to include a report on the implementation and administration 
of the nondiscrimination requirements (including the extent of non
compliance and the status of pending complaints), the extent to which 
citizens participate in the budgetary process, the extent to which 
recipient governments comply with the auditing requirements, the uses 
of revenue sharing funds by recipient governments and any adminis
trative problems which have developed. Also, the date for submitting 
the annual report is changed from March 1 to January 15. 
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Sec. 9~N ondiscrimination Provision (sec. 122 of the Act) 
The House bill restructures the nondiscrimination provisions of 

current law by providing: (i) a general prohibition against discrim
ination and applying the prohibition to all programs in a recipient's 
budget; (ii) an exception to this general prohibition where a recipient 
can prove by clear and convincing evidence that the program in which 
discriminatIOn is alleged was not funded in whole or in part, directly 
or indirectly, with revenue sharing funds, and (iii) a series of proce
dures relating to the determination of whether initial findings of dis
crimination will result in a cutoff of revenue sharing funds by the 
Secretary. The House bill prohibits discrimination on the basis of 
race, color, religion, sex, national origin,2 age,3 or handicapped status 4 

in any program or activity of a State government or unit of local 
government which State government or unit receives sharing funds. 

Under present law, the nondiscrimination provision does not pr~
hibit discrimination on the basis of either religion, age, or handI
capped status. Also, the nondiscrimination provision of present law 
prohibits discrimination in any program or activity funded. in 
whole or part with revenue sharing funds, while the House bIll's 
general prohibition applies to any State or local unit of government 
where any program or activity of the State or unit of local govern
~ent, whether or not specifically funded with revenue sharing funds, 
IS involved in prohibited discrimination. 

Notification of Finding or Dete7'1nination of Discrimination 
The House bill provides a procedure where, within 10 ,days of 

the occurrence of certain events, the Secretary of the Treasury is to 
notify the Governor of the affected State, or of the State in which an 
affected unit of local government is located, and the chief executive 
officer of any affected unit of local government, that the State govern
ment, or unit of local government, as the case may be, is presumed not 
to be in compliance with the nondiscrimination provision. This noti
fication is to request the Governor (and, also, the chief executive 
officer, if a local unit of government is affected) to secure compliance 
with the nondiscrimination provision. 

The notification will be sent in either one of the following events: 
(1) the receipt by the Secretary of a notice of finding by a Federal 

or State court or by a Federal or State administrative agency of a pat
tern or practice of discrimination on the basis of race, color, religion, 
sex, national origin, age or handicapped status in any of the State's or 
local unit's activities or programs. The finding received by the Sec
r~t~ry must follow notic~and opportunity for a hearing on the re
ClpI~nt's part and the findmg must be rendered pursuant to procedures 
conSIstent with certain provisions of the Administrative Procedure 
Act (SUbchapter II of chapter 5, USC) ; or 

2 The amended section directs th'at the prohibition against discrimination on acCount 
of race, color, religion, sex or national origin be [nterpreted in accordance with titles II, 
III, IV, VI, and VII of the Civil Rights Act of 1964 title VIII of the Civil Rights Act of 
1968. and title IX of the Education Amendments Act of 1972. 

3 The amended section directs that the prohibition against discrimination on account of 
age be interpreted in accordance with the Age Discrimination Act of '1975. 

4 The amended section directs that the prohibition against discrimination on account of 
handicapped status be interpreted in accordance with the Rehabilitation Act of 19T8. The 
prohibition against discriminaton on 'account of hand capped status is not to apply ,to 
construction projects commenced prior to January 1, 1977, 
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(2) A determination by the Secretary, after an in,:,estigation, but 
prior to a hearing conducted by the Secretary regar~mg t?-e matter, 
that a State government or unit of local government IS ~ot ~n complI
ance with the nondiscrimination provision. This determmatlOn b:y the 
Secretary will be made only after the State government or urut of 
local government has had an opportunity to ma~e a docu!lle~ta!y s~b
mission to the Secretary regarding the allegatIOn of dIscnmmatlOp. 
and whether the program or activity involved has been funded, dI
rectly or indirectly, with revenue sharing funds. 

Voluntary Oompliance Agreement 
Under the House bill, after sending the notice to obtain compliance, 

the Secretary of Treasury may enter into an agreement with the 
affected State government or unit of local government setting forth 
the terms and conditions under which compliance would be accom
plished. The agreement is to be signed by the Secret!try and the Gov
ernor, and, where there is an affected unit of local government, also by 
the chief executive officer of the affected unit of local government. On 
or prior to the executive date of the agreement, the Secretary is re
quired to send a copy of the agreement to each complainant, ifany, 
respecting the violation involved. Moreover, the Governor, or the chief 
executive officer (in the event of a violation by a unit of local govern
~ent) is required to file semiannual reports with the Secretary detail
mg the steps taken to comply with the agreement. Within 15 days 
after the receipt of this report, the Secretary is to send copies thereof 
to each of the complainants involved. 

8w:pension and Termination of Payment of Funds 
The House bill provides certain conditions under which suspen

sion or termination of payment of revenue sharing funds is to occur. 
The Secretary is to suspend the payment of revenue sharing funds if 
within the 90-day period following notification of a recipient of non
compliance, (1) compliance has not been secured by the Governor of 
that State or the chief executive officer of the unit of local government 
involved, if any, and (2) at a preliminary hearing (described below), 
a;n administrative law judge has not made a determination that it is 
lIkely the State government or unit ot local government would pre
vail at a full compliance hearing on the merits with respect to the 
issue of noncompliance. . 

If requested within the 90-day period following notification of 
noncompliance, a preliminary hearing is provided the recipient 
before an administrative law judge.5 The determination by the 
administrative law judge that the recipient would prevail at a fun 
compliance hearing on the merits with respect to the issue of the alleged 
noncompliance results in a deferral of the suspension of payment of 
revenue sharing funds. This deferral of suspension will end upon a 
finding of noncompliance by the Secretary in a full compliance 
hearing. 

The suspension is to be effective for not more than 120 days or, if 
there is a full hearing before the Secretary, not more than 30 days 

5 ~resumably, Federal, State, and local administrative law judges may preside at these 
hearmgs. . 
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after the conclusion of this hearing. However, if, after notice and 
opportunity for hearing, the Secretary makes an express finding thn:t 
the recipient is not in compliance with the nondiscrimination provI
sion, the suspension continues indefinitely. The Secretary is re
quired within the 120-day period follmving suspension, in the ab
sence of a full hearing, to make a finding of compliance or nonco~
pliance. His finding of noncompliance in this situation results m 
the indefinite suspension of the payment of revenue sharing funds and, 
where appropriate, his seeking of the repayment of funds previously 
paid. 

Court actions instituted by the Attorney General may also result in 
either the suspension or termination of payment of revenue sharing 
funds. Thus, the Secretary is to suspend the payment of revenue shar
ing funds in the event that (1) the Attorney General files a civil 
action alleging a pattern or practice of discrimination on the basis of 
race, color, religion, sex, national origin, age, or handicapped status 
in any program or activity of a State government or unit of local 
government, where the State or unit of local government receives 
revenue sharing funds, (2) the alleged discrimination violates the dis
crimination provisions of the amended act, and (3) within 45 days 
after the filinO" of the action, neither party is granted preliminary 
relief as may be otherwise available by la,,, with respect to the sus
pension of payment of funds. 

Also, under the House bill, the Attorney General's authority is ex
pended so that whenever he believes that a State government or unit of 
local government has engaged in a paUern or practice of discrimina
tory actions in violation of the nondisctimination provision, he lllay 
bring a civil action seeking as relief any temporary restraining order, 
preliminary or permanent injunction, or other order calling for, 
among other things, the suspension, termination, repayment, or plac
ing of revenue sharing funds in escrow pending the outcome of the 
litigation. Under current law, the Attorney General is authorized to 
bring a civil action seeking "such relief as may be appropriate, includ
ing injunctive relief." 

Re8umption of Payment of Suspended Fund8 
The payment of suspended funds are to be resumed in the following 

instances: 
(1) The recipient enters into a compliance agreement (as described 

above) with the Secretary; 
(2) The recipient complies fully with the final order of a Federal 

or State court where the order covers all the matters raised by the 
Secretary in his notice of noncompliance to the recipients which 
precipitated the suspension; 

(3) The recipient is found to be in compliance with the non
discrimination provision by a Federal or State court; 

(4) After a compliance hearing (as described below), the Secretary 
finds. t?at the recipient is in compliance with the nondiscrimination 
provIsIon; or 

(5) In an action brought by the Attorney General, where the 
recipient failed to obtain preliminary relief within 45 days, thus 
resulting in a suspension of the payment of funds by the Secretary, 
the court ultimately orders resumption of payments. 
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Oompliance Hearing 
The House bill provides that at any time after notification of non

compliance by the Secretary, but before the expiration of the 120-day 
period following suspension of payment of funds, a State govern
ment or unit of local government may request a hearing, whIch the 
Secretary will be required to initiate within 30 days of the request. 
Within 30 days after the conclusion of the hearing, the Secretary is 
to make a finding of compliance or noncompliance. If the recipient 
does not request a hearing, the Secretary is required to make a finding 
of compliance or noncompliance within the 120-day period following 
suspension of payment of funds. 
If the Secretary makes a finding of noncompliance, he is then 

required to (1) notify the Attorney General so that the Attorney 
General may institute a civil action with regard to the discriminatory 
acts of the recipient, (2) terminate the payment of revenue sharing 
funds, and (3) if appropriate, seek repayment of revenue sharing 
funds. 
If the Secretary makes a finding of compliance, payment of the 

suspended funds is to resume. 
The recipient government may appeal the Secretary's finding in 

the United States Court of Appeals for the circuit in which that 
government is located. 

Aqreements Between Aqeneies 
The House bill provides that the Secretary will enter into agree

ments with State and other :Federal agencies authorizing those agen
cies to investigate noncompliance with the nondiscrimination provi
sion. The agreements are to describe the cooperative efforts to he 
undertaken by these agencies (including the sharing of enforcement 
personnel and resources) to secure compliance. Under this section, 
the Attorney General is to immediately notify the Secretary of any 
action instituted by him with respect to noncompliance with the rev
enue sharing and other nondiscrimination provisions. 

Oomplaints and OomplianeeReviews 
A new section 124 is added to current law directing the Secretary to 

promulgate regulations by March 31, 1977, the regulations setting 
forth reasonable and specific time limits for response by the Secretary 
Or the appropriate cooperating agency to a complaint by any person 
alleging discrimination under the nondiscrimination provisions by a 
State Government or unit of local government. Moreover, the reguln
tions are to establish reasonable and specific time limits for the Secre
tary to conduct independent audits and reviews of State governments 
and units of local government regarding compliance with these nOll
discrimination provisions. 

Sees. 9 and 14-Private O'ivilAetions 
A new section 125 is added by the House bill providing that 

upon exhaustion of administrative remedies a civil action may he 
instituted by an aggrieved person in an appropriate United States 
District Court or State court. This action, alleging discrimination 
by a State government or a unit of local government in violation of the 
revenue sharing nondiscrimination provision, could seek such relief as 
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a temporary restraining order, preliminary or permanent injunction or 
other order, providing for the suspension, termination, repayment of 
funds, or placing any further payments of revenue sharing funds in 
escrow pending the outcome of the litigation. 

Administrative remedies will be considered "exhausted" upon the 
expiration of the 60-day period following the date an administrative 
complaint is filed with the Office of Revenue Sharing or any other 
administrative enforcement agency, unless within this time period the 
agency involved makes a determination on the merits of the com
plaint, in which case the administrative remedies will not be consid
ered exhausted until the determination becomes final. 

This new section also provides that the Attorney General may, upon 
timely application, intervene in one of these actions if he certifies that 
the action is of general public importance. 

Sec. lO-Auditing and Accounting Requirement8 (8ec.123(a) 
of the Act) 

li"nder the House bill, the Secretary is to require each recipient to 
conduct an annual independent audit of its financial accounts in ac
cOl'dance with generally accepted audit standards. The Secretary is 
authorized to require less formal audits and less frequent audits to the 
extent a complete audit would be unreasonably burdensome in terms of 
cost in relation to revenue sharing payments. The Comptroller General 
is directed to review the performance of the Secretary and the recipi
ents for the purpose of evaluating compliance and operations under 
the amendment. 

Sec. ll-Prohibition of U8e of Fund8 for Lobbying Purp08e8 
(an addition to 8ec.123 of the Act) 

Under the House bill, a recipient may not use its revenue sharing 
funds directly or indirectly to influence any legislation regarding the 
provisions of the revenue sharing act; dues paid to national or State 
associations are excluded from this prohibition. Current law does not 
contain a comparable provision. 

Seo.12-Effective Date 
Generally, the provisions take effect after December 31, 1976, ex

cept that section 5 (the funding and entitlement provisions) takes 
effect on the date of enactment, and section 7 (changing the definition 
of an eligible local unit of government) takes effect after September 
30,1977. 

o 








