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TITLE I-FISCAL ASSISTANCE TO STATE AND LOCAL
GOVERNMENTS

Subtitle A—Allocation and Payment of Funds

SEC. 101. SHORT TITLE.

fThis t,itle may be cited as the “State and Local Fiscal Assistance .\ct
of 1972".

SEC. 102. PAYMENTS TO STATE AND LOCAL GOVERNMENTS.

Except as otherwise provided in this title, the Secretary shall, for
each entitlement period. pay 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) cach unit of local government a total amount equal to the
cnti}]smeut of such unit determined under section 108 for such

seried.

In tllne 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

EXPEXNDITURES.

[(a) Ix GexeraL.—Funds received by units of local government
under this subtitle may be used only for priority expenditures. For
purposes of this title, the term “priority expenditures™ means only—

[(1) ordinary and necessary maintenance and operating ex-
penses for—

L(\) public safety (including law enforcement, fire pro-
tection, and building code enforcement),
[(B) environmental protection (including sewage disposal,
sanitation. and pollution abatement),
L[(C) public transportation (including transit systems and
streets and roads),
(D) health.
(E) recreation,
(F) libraries,
(G) social services for the poor or aged, and
[(H) financial administration; and ]

[(2) ordinary and necessary capital expenditures authorized by

law.

(1)
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[(b) CerriFicates By Locan GoversMexTs.—The Secretary is
anrthorized to accept a certification by the chief executive officer of a
unit of local g .ernment that the unit of local government has used
the funds received by it under this subtftle for an entitlement period
only for priority expenditures. unless he determines that such certi-
fication is not ~ufficiently 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~ GExERAL—-No State government or unit of local govern-
ment may use. directly or indirectly, any part of the funds it receives
under this subtitle as a contribution for the purpose of obtaining Fed-
cral funds under any law of the United States which requires such
government 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
equal to the funds so used. To the extent that such government fails to
repay such amount, the Secretarv shall withhold from subsequent
payments to such government under this subtitle an amount equal to
the funds so used.

L (c) Ixcreasep StatE or Locan GoverNMENT ReEveENves.—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 anv 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) Deeosits axp TrANSFERS To GENERAL Fuxp.—Any amount
repaid by a State government or unit or local government. under sub-
section (h) shall be deposited in the general fund of the Treasury. An
amount equal to the reduction in pavments to any State government or
unit of local government which results from the application « f this sec-
tion (after any judicial review under section 143) shall be ti.nsferred
from the Trust Fund to the general fund of the Treasury on the day
on which such reduction becomes final.

L[(e) Cerriricates BY STATE AND LocarL GovERNMENTS.—The Secre-
tary is anthorized 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.]
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SEC. 105. CREATION OF TRUST FUND; APPROPRIATIONS; AUTHORIZA-
TIONS FOR ENTITLEMENTS.
(a) Trest Frsp—

(1) I~ GENErAL.—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) or in an appropriation act. Ex-
cept as provided in this title, amounts in the Trust Fund may be
used only for the payments to State and local governments pro-
vided 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] January 15 of each year on the operation
and status of the Trust Fund during the preceding fiscal year.

(b) ArPROPRIATIONS.—

(1) I~ GENERAL.—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 beginning January 1, 1973, and ending
June 30. 1973, $2,987,500,000;

(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 ;

(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.

(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—

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

(B) for the period 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:

(D) for each of the fiscal vears beginning July 1. 1973,
Julv 1,1974. and July 1. 1975, $1.780.000; and

(E) for the period beginning July 1. 1976, and ending
December 31, 1976, $2.390.000.
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(3) Dzposrrs.—Amount appropriated by paragraph (1) or (2)
for any fiscal year or other period shall be de 1te<f in the Trust
Fund on the later of (A) the first day of such year or period, or
(B) the day after the day of enactment of this Act.

(¢) AuvrBoRrizATION OF APPROPRIATIONS FOR ENTITLEMENTS.—

(1) In cexerarL.—There are authorized do be appropriated to
the Trust Fund to pay the entitlements hercinafter provided—
(A) for the period beginning January 1, 1977, and end-
ing September 30, 1977, 84987 500000 ; and
(B) for the fiscal years beginning October 1 of 1977, 1978,
and 1979, 86650,000,000.

(2) NoxconziGuous STATES ADJUSTMENT AMoUNTS—There are
authorized to be appropriated to the I'rust Fund to pay the en-
titlements hereinafter provided—

(4) {or the period beginning January 1, 1977, and ending
September 30, 1977, 83585000 and

(B) forcach of the fiscal years beginning on October 1 of
1977, 1978, and 1979, $4,780,000.

[(c)]J(d) Traxsrers FroM Trust Fuxp 10 GENERAL Fuxp.—The
Secretary 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 govern-
ments and units of local government under this subtitle.

SEC. 106. ALLOCATION AMONG STATES.

[(a) I~ GexersL.—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 this 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).]

o (@) In Gexerar.—There shall be allocated an entitlement to cach
Otate—

(1) for each entitlement period beginning prior to Decem-
ber 31,1976, out of amounts appropriated under scction 105(b) (1)
for that entitlement period. an amount which bears the same ratio
to the amount appropriated under that scction for that period as
the amount allocable to that State under subsection (b) bears to
tlbw sun’ad of the amounts allocable to all States under subscction

) ar
( 2) for each entitlement period beginning on or after Janu-
ary 1, 1977, out of amounts authorized under section 105(c) (1)
Jor that entitlement period, an amount which bears the same ratio
to the amount authorized 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.—

(1) I~ gExErRAL.—For purposcs 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 the amount
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allocable to it under paragraph (3) is greater than the sum of the
amounts allocable to it under paragraph (2) and subsection (c).

(2) Turee ractor ForMULA.—For purposes of paragraph (1),
the amount allocable to a State under this paragmp% or any
entitlement period is the amount which bears the same ratio to
$3,300,000,000 as—

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

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

(3) ¥ive Facror pordtLa.—For purposes of paragraph (1),
the amount allocable to a State under this paragraph for any
entitlement period is the amount to which that- State would be
entitled if—

(A) 15 of $3,500,060,000 were allocated among the States
on the basis of population,

(B) 15 of $3,500,000,000 were allocated among the States
on the basis of urbanized population,

(C) 14 of $3,500,000,000 were allocated among the States
on the basis of population inversely weighted for per capita
income,

(D) 14 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.

(¢) NoNCONTIGTOUS STATES ADJUSTMENT.—

(1) I~ gexERaL.—In addition to amounts allocated among the
States under subsection (a), there shall be allocated for each en-
titlement period, out of amounts appropriated under [section 105
(b) (2)] subsection (b)(2) or (c)(2) of section 105, an addi-
tional amount to any State (A) whose allocation 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 reccive an allowance under section 5941 of
title 5, United States Code.

(2) DEereryMixaTiON OF AMOUNT.—The additional amount al-
locable 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
stationed in that State as an allowance under such section 5941. 1f
the total amount appropriated under section 105(b) (2) for any
entitlement period ending on or before December 31, 1976, or
authorized under section 105(c) (2) for any entitlement period
beginning on or after January 1, 1977, is not sufficient to pay in
full the additional amounts allocable under this subsection for
that period, the Secretary shall reduce proportionately the
amounts so allocable.

SEC. 107. ENTITLEMENTS OF STATE GOVERNMENTS.

(a) Divistox Berweex State Axp Locan GoverNMENTS.—The
State government shall be entitled to receive one-third of the amount
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allocated to that State for each entitlement period. The remaining por-
tion 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 Marvtaiy Traxsrers 1o LocaL GOvERNMENT.—

(1) GexeraL RtLE—The entitlement of any State government
for any entitlement period beginning on or after [July 1. 1973.]
January 1, 1977, shall be reduced ﬁy the amount (if any) by
which—

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

[(B) the similar aggregate amount for the one-year period
beginning July 1.1971.]

(B) the similar aggregate amovnt for the ouc-year peviod
beginning July 1.1975. or. until duta on such period are arail-
able, the most recent such onc-year peviod for which data on
such amounts are available.

For purposes of subparagraph (). 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 catezory 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 ageregate amount taken into account under para-
graph (1) (B) shali 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.} utilized for purposcs of such paragraph
it transferred to units of local government.

(3) ADJUSTMENT WHERE NEW TAXING POWERS ARE CONFERRED
TPON LOCAL GOVERNMENTS.—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 themn
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
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State is determined by the Secretary to have decreased a related
State tax.

(4) SPECIAL RCLE 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.

(G ) SPECIAL RULE FOR THE PERIOD BEGINNING J ANUARY 1, 1977.—
In the case of the entitlement period beginning January 1, 1977,
and ending September 30, 1977, the aggregate amount taken into
account under paragraph (1)(A4) for the preceding entitlement
period and the aggregate amount taken into account under para-
graph (1)(B) shall be three-fourths of the amounts which (but
Jor thix paragraph) would be taken into account.

[(6)]](7) ReptcrioN 1N ENTITLEMENT.—If the Secretary has
reason to believe that paragraph (1) requires a reduction in the
entitlement 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 reduction of such entitlement. he shall also determine the
amount of such reduction and shall notifv 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)](8) 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) Arrocation AyMoxc Cotxty 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 el?ort factor of that county area, multiplied by the
relative income factor of that county area, bears to

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

(b) Arrocatiox T0 CoUNTY GOVERNMENTS, MUNICIPALITIES, TowN-
stirs, ETc.—

(1) CorNty GovERNMENTS.—The county government shall be
allocated that portion of the amount allocated to the county area
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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 lozal gov-
ernment (other than the county government and other than town-
shif) 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

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

(3) TowNsHIP GOvERNMENTs.—IT the county area includes one
or more township governments, then before applying paragraph
2)—

-

(A) there shall be set aside for allocation under subpara-
graph (B) to such township governments that portion of the
amount allocated to the country area for the entitlement
period which bears the same ratio to such amount as the sum
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 cach 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 %overnment 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 perio<£ 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 Zor 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 ForR BMALL UNITs OF GOVERNMENT.—If the Secretary
determines that in any county area the data available for any
entitlement period are not adequate for the al.?plication 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 hgtopnla.t.ion o;v a tﬁeumsgcer (not mﬁgm than 5(;0) prescribel:l (fgr
that county area by retary, he may apply paragra
or (3) (B) by allocating for such entitlement period to eagx sucll
unit located 1n that county area an amount which bears the same
ratio to the total amount to be allocated under paragraph (2)
or (3ge(aB) for such entitlement period as the population of such
unit bears to the population of all units of locaY vernment in
that county area to which allocations are made under such para-
graph. If the preceding sentence applies with respect to any
county area, the total amount to be allocated under paragraph
(2) or (3) (B) to other units of local gevernment in that county
area for the entitlement period shall be appropriately reduced
to reflect the amounts allocated under the preceding sentence.

(6) ENTITLEMENT.—

(A) IN GeNeraL—Except as otherwise provided in this
paragraph, the entitlement of any unit of 1 overnment 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
})er capita amount allocated to any county area or any unit of

ocal government (other than a county government) within a
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) Loration.—The amount allocated to any unit of
local government under this section for any entitlement period
shall not exceed 50 gercent of the sum of (1) such government’s
adjusted taxes, and (ii) 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
WAIVES ENTITLEMENT.—If (but for this subparagraph) the
entitlement of any unit of local government below the level of
the county government—

(1) would be less than $200 for any entitlement period
($100 for an entitlement period of 6 months, $150 for an
entitlement period of 9 months), or
(ii) 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 ?aid to such unit) be added to, and shall be-
come a part of, the entitlement for such perioci of the count(,{
government of the county area in which such unit is locate
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(7) ADJUSTMENT OF ENTITLLMENT.—

(A) Ix eeNerat.—TIn adjueting the allocation of any county
area or unit of local government, the Secretary shall make any
adjustment required under paragraph (6)(B) first, any adjust-
ment veé;uired under paragraph (6) (C) next, and any adjustment
required under paragraph (68) (D) last.

(B) ADJTSTMENT FUR 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 makin
such adjustments he shall make any necessary adjustments witﬁ
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 is 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 in
which it is located, unless (on account of the application of
paragraph (6)) that county government may not receive it,

in which case the amount of the reduction shall be added to
and increase the entitlement of the State government »f 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.

(¢) Specian ALvocatioN RULEs.—
(1) OprIONAL FORMULA.—N\ State may by law provide for the
allocation of funds among county areas. or among units of local
- government (other than connty governments). on the basis of the
population multiplied by the general tax effort factors of such
areas or units of local government. on the basis of the population
multiplied hy 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
entitlement 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-
araphs (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, 1976.3 September 30. 1980.

(2) CertrFicaTion.—Paragraph (1) shall apply within a State
only if the Secretarv certifies that the State law complies with
the requirements of such paragraph. The Secretary shall not
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certify any such law with respect to which he receives notifica-
tion later than 30 days prior to the firxt entitlement period dur-
ing which it is to apply.
(d) GovernMeNTAL DEFINITIONS AND RELaTED Rrnes.—For pur-
poses of this title—

[ (1) Uxrts oF LocAL GOVERNMENT.—T he 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 Bureau of the Census for general statis-
tical purposes). Such term also means, except for purposes of
paragraphs (1), (2), (3), (5), (6)(C). and (6)(D) o} 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.}

(1) Uxir oF LocAL GOVERNMENT.—

(4) Ix GENERAL—The term “unit of local government”
means the gocernment of a county, munu-ipality, or township
which i8 a unit of general government as determined by the
Bureau of the Ceusus for general statistical purposcx. and
wchich. with respect to entitlement periods beginning on or
after October 1, 1977, meets the requirements specified in sub)-
paragraph (B). and imposes taxes or receives intergovern-
mental transfers for substantial performance of at leaxt tiro
of the following services for its citizens: (A) police protec-
tion; (B) courts and corrcctions; (C) fire protection; (D)
health services: (E) social services for the poor or aged: (F)
public recreation; (G) public libraries; (I1) zoning or land
uze planning; (I) sewerage disposd or water supply; (J)
solid waste disposal; (K) pollution abatement: (L) road or
strect construction and maintenance; (M) mass transporta-
tion; and (N) education. Such term also means. crcept for
purposes of paragraphs (1). (2). (3). (5). (6)(C). and
(6) (D) of subsection (b). and. except for purposesz of sub-
section (c). the recoanized gorerning body of an [ndian tribe
or Alaska Native village which peirforms substantial govern-
mental functions. For the purposes of this subsection a unit
of local qocernment shall be deemed to impose a tuz if that
tax iz collected by another qorernmental entity from the geo-
grophical area served by that unit of local government and
an amount equiralent to the net procecds of that tax are paid
to that unit of local aovernment.

(B) Lintrarion—To be considered a unit of local gov-
ernment for purposes of thig Act, at least 10 per centum of a
local government's total expenditures (cxclusive of crpendi-
tures for general and financial administration and for the
assessment of property) in the most recent fiscul year must
have been. for each of two of the public services listed in sub-
paragraph (A), except that the foregoing restriction shall
not apply to a unit of local government (i) which substan-
tially performs four or more of such public services or (ii)
which has performed two or more of such public services since
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January 1, 1976, and continues to provide two or more such
public services.

(2) CERTAIN AREAS TREATED A8 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 arcas of such units shall not be
treated as county areas.

(3) Towxsuips.—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 Census for general
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 arca is located in the larger
entity.

(5) ONLY PART OF TNIT LOCATED LARGER ENTITY.—If only part
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
local government, 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) BoOUNDARY 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 2 manner which is consistent with
such purposes.

SEC. 109. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF
ALLOCATION FORMULAS.
(a) I~ GExeraL.—For purposes of this subtitle—

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

(2) Ursaxizep roptraTioN.—Urbanized population means
the population of any arca consisting of a central city or cities of
50,000 or 1nore 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) I~xcoye—Income means total money income received from
all sources, as determined by the Bureau of the Census for general
statistical purposes.
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(1) PersoxaL 1xcodME.—Personal income means the income of
individuals, as determined by the Department of Commerce for
national income accounts purposes.

() DATES FOR DETERMINING ALLOCATIONS AND ENTITLEMENTS.—
Except as provided in regulations, the determination of alloca-
tions 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.—The intergovernmental
tran~fers 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-
wental finctions, as determined by the Burcau of the Census for
general statistical purposes.

(v) DATA USED: UNIFORMITY OF DATA.—

(.\) GeNEraL rRULE.—Except as provided in subparagraph
(BB). the data used shall be the most recently available data
provided by the Burcan of the Census or the Department of
Commerce, as the case may be.

(B) Usk oF estiyaTes, €rc.—Where the Secretary deter-
mines that the data referred to in subparagraph (‘\) are not
current enough or are not comprehensive enough to provide
for eqmtable allocations. he may use such additional data
(including data based on estimates) as may be provided for
in regulations.

(L) Income Tax AyMovNT ofF StaTEs.—For purposes of this ~ub-
title—

(1) I~ GExEraL.—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).

(2) Inxcomg Tax adovNT.—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) CEILING AND FLoor—The income tax amount of any State
for any entitlement period—

(-\) =hall 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 vears ending during 1971 or (if later) during
the last calendar year ending before the beginning of such entitle-
ment period.

(4) STATE INDIVIDUAL 1NCOME TAX.—The individual income tax
of any State is the tax imposed upon the income of individuals by
~uch State and deacnbwf as a State income tax under section
164(a) (3) of the Internal Revenue Code of 1954.

(5) FEDERAL INDIV:DUAL 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.
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(¢) GENERAL Tax EFrFoRrt oF STATES.—

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

(A) GENERAL TAX EFFORT FACTOR.—The general tax effort
factor of any State for any entitlement period is (1) the net
amount collected from the State and local 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 c.ititlement period is the amount
determined by multiplying—

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

v
" (ii) the weneral tax effort factor of that State.

(2) STATE AND LOCAL TAXES.—

() Taxes TAKEN INTO 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 ~ubdivision of the State)
for public purposes (other than employee and employer
assessinents and contributions to finance retirement and ~ocial
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 REPURTING YEAR.—The most recent re-
porting vear with respect to any entitlement period consists
of the vears taken into account by the Bureau of the Census
in its mo=t recent general determination of State and local
taxes made before the close of such period.

(d) GexEraL Tax EFrort Facror oF CotxTy 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-
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 sub-
section (a)) attributed to that county area.

(e) GExNERAL Tax Errort Facror oF Usit oF LocaL GovErs-
MENT.—For purposes of this subtitle—

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

(A) the adjusted taxes of that unic 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) I~ GeNeErsL—The adjusted taxes of any unit of local
government are—

(1) the compulsorv 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
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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 prescribed by the
Secretary) by excluding an amount equal to that portion
of such compulsory contributions which is properly allo-
cable to expenses for education.

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

(1) 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.

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 purpose of this subtitle, the
relative income factor is a fraction—

(1) 1n the case of a State, the numerator of which is the per
capita income of the United States and the denominator of which
is the 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, per capita income shall be determined
on the basis of income as defined in paragraph (3) of subsection (a).

(g) ArrocaTioN Rovres ror FIvE Facror Forvura.—For purposes
of section 106(b) (3)—

(1) ArLocATION ON BasIS OF POPCLATION.—Any allocation
among the States on the basis of 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 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 sume ratio to the total amount to be allocated as—



16

(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 which 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. '

(3) ALLOCATION ON BASIS OF GENERAL TAX EFFORT.—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) Rerorts oN Uske oF 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 report to the Secretary
setting forth the amounts andplemrposes 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) Rerorrs ox PLaxNep Use or Fryps.—Each State government
and unit of local government which expects to receive funds under
subtitle A for any en:itlement period beginning on or after January 1,
1973, shall submit a report to the Secretary setting forth the amouats
and purposes for which it plans to spend or obligate the funds which
it expects to reczive 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) PcauicaTiox anxp Posricrty oF Reports.—Each State govern-
ment and unit of local government shall have a copg of each report
submitted by it under su%mction (a) or (b) published in a newsp:gje:
which is published within the State and has general circulation withi
the geographic area of that government. Each State government and
unit of local government shall advise the news media of the publica-
tion of its reports pursuant to this subsection.}

SEC. 121. REPORTS ON USE OF FUNDS; PUBLICATION AND PUBLIC
HEARINGS.

(a) Reports o Proposep Usk or Fuxvs—Each State government
and unit of local government which expects to receive funds undex
subtitle A for any entitlement period beginning on or after January 1,
1977, shall submit a report to the Secretary setting forth the amounts
and purposcs for which it proposcs to spend or obligate the funds
which it cepects to receive during such period as compared with the
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use of similar funds during the two immediately preceding entitlement
periods. Each such report shall include a comparison of the proposed,
current, and past use of such funds to the relevant functional items in
its official budget and specify whether the proposed use is for a com-
pletely new activity, for the expansion or continuation of an existing
activity, or for tax stabilization or reduction. Such report shall be in
such form and detail as the Secretary may prescribe and shall be sub-
mitted at such time before the beginning of the entitlement period as
the Secretary may prescribe.

(b) Reporrs on Usk or Fuxps.—Each State government and unit
o{ local government which receives funds under subtitle A shall, after
the close of each entitlement period, submit a report to the Secretary
(which report shall be available to the public for inspection and re-
production) setting forth the amounts and purposes for which funds
received during such period have been appropriated, spent, or obli-
gated and showing the relationship of those funds to the relevant func-
tional items in the government's official budget. Such report shall fur-
ther provide an explanation of all differences bet ween the actual use of
funds receiced and the proposed use of such funds as reported to the
Necretary under subsection (a). Such reports shall be in such form and
detail and shall be submitted at such time as the Secretary may
prescribe.

(¢) PuvBric HEARINGS REQUIRED.—

(1) Pre-reporT HEARING.—Not less than 7 calendar days be-
fore the submission of the report required under subsection (a),
each State government or unit of local government which expects
to receive funds under subtitle A for any entitlement period be-
ginning on or after January 1, 1977, shall, after adequate public
notice, have at least one public hearing at which citizens shall have
the opportunity to provide written and oral comment on the
possible uses of such funds.

(2) Pre-BuoGer BEARING.—Not less than 7 calendar days be-
fore the adoption of its budget as provided for under State and
local law, each State government or unit of local government
which expects to receive funds under subtitle A for any entitle-
ment period beginning on or after January 1, 1977, shall have at
least ane public hearing on the proposed use of funds made avail-
able under subtitle A in relation to its entire budget. At such hear-
ing, citizens shali have the opportunity to provide written and
oral comment to the body responsible for enacting the budget, and
to have answered quecs:ions concerning the entire budget and the
relation to it of funds made available under subtitle A. Such hear-
ing shall be at a place and time that permits and encourages
public attendance and participation. ‘

(3) Waiver.—The provisions of paragraph (1) may be waived
in whole or in part in accordance with regulations of the Secretary
if the cost of such a requirement would be unreasonably burden-
some in relation to the entitlement of such State government or
unit of local government to funds made available under subtitle A.
The provisions of paragraph (2) may be waived in whole or in
part in accordance with requlations of the Secretar;/ if the budget
processes requ.red under applicable State or local laws or charter
provisions assure the opportunity for public attendc:ce and par-
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ticipation contemplated by the procisions of this subsection and a
portion of such process includes a hearing on the proposed use of
t;r:ida made available under subtitle A in relation to its entire
et.
(d) Noriricarion axp PuvsLiciry or PusLic HeaRriNGs; AccEss 10
Buocer Sunuary anp Prorosep axp Acrvar Use REPorTS—

(1) In cexgraL—Each State governmend and unit of local
government which expects to receive funds under sultitle A for
any entitlemend period Leginning on or after January 1. 1977,
shall—

(A4) 30 days prior to the public hearing required by sub-
section (c) (2)—

(2) pudlish conspicuously, in at least one newspaper of
general circulation, the proposed use report required by
subsection (a) a narrative summary setting forth in
simple language an explanation of its proposed official
budget, and a notice of the time and place of such public
hearing; and

(i7) make uvailable for inspection and reproduction
by the public (at the prhmipa;)ofﬂce of such State gor-
ernment or unit of local gorerment, at public lit rarics,
if any. within the boundaries of such a unit of local gor-
ernment, and. in the case of a State gorernment, at the
main libraries of the principal municipalities of such
State) the proposcd use report, the narratice sunimary.
and its official budqget which shall specify with particu-
larity each item in its official budqget which 1will be furded.
in whole or in part. with funds made arailable under
subtitle A and, for cach such budget item. shall specify
the amount of such funds budgeted for that item and the

ercentage of total expenditures for that item attribut-
able to such funds; and
(B) within 30 days after adoption of its budget as pro-
vided for under State or local law—

(3) publish conspicionsly. in at least one acwspaper of
general eiveulation, a nariative summary s tting forth in
simple lnnguaage an c.rplanation of its ofiieial budget (in-
cluding an erplanation of changes from the proposed
budaety and the relationship of the use of funds made
available under s:btitle A to the relecant functional
items in such budget: and

() make such summary araillable for iuspection and
reproduction by the public at the prine: pal office of sucl
State gorernment or unit of local gorernment, at publie
libraries. if any. within the boundarics of such unit of
local government. and. in the case of a SNtate gorernment.
at the main libraries of the principal municipalitics of
such State.

(2) Waner—T he porisions of paragraph (1) may be waived.
in whole or in part. with respect to publication of the provosed
use reports and the narrative summaries, in accordance with req-
wlations of the Secretary. where the cost of such publication would
be unreasonably burdensome in relation to the entitlement of such
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State government or unit of local government to funds made
available under subtitle A, or where such publication is otherwise
cmpractical or infeasible. In addition. the 30-day provision of
paragraph (1) (A4) may be mod pied to the minimum extent neces-
xary to comply with State and locdl law if the Secretary is satis-
fied that the citizens of the State or local goverment will receice
adc quate notification of the proposed use of funds. consistent with
the ntent of this section.

(¢) Rerorrs Provibep 1o Tuk Govervor.—.\ copy of each report
voquircd wder subsections (a) and (b)) filed with the Seeretary by o
unit of local goveruncnt which reccivcs funds wuder subtitle A shall
he providcd by the Necretaiy to the (forernor of the Ntate inwhich the
it of local gocernment (s located, in such manncr and form as the
Neeretary may preseribe by regulation,

(f) Praxxep Use Reporr 10 AREsAWIDE URGANIZATION.—At the
sani tim. that the proposcd usc report 8 publishe d and publicized in
accordunce with this section, cach unit of local gocernn-ent which is
within a matropolitan arca shall submit a copy of the proposed uxe
o port to the avcawide organization in the metropolitan area which is
Formally charged with cariying out the provisions of section 205 of the
Dimousteation Citics and Mctropolitan De eclopment Act of 1966 (2
N 0534) 0 scetion Jod of the Intergorernmental Cooperation Act
of 1968 (32 US.C. L221) : or section 302 of the Housing and Com-
munity Decclopme nt Aet of 1975 (12 US.C.461).

[SEC. 122. NONDISCRIMINATION PROVISION.

[L(a) Ix GeENERAL—No person in the United States shall on the
avound of race. color, national origin. or ~ex be excluded from partici-
pation i, be denied the benefitz of. or be subjected to discrimination
under any program or activity funded in whole or in part with funds
made available under subtitle \.

Ch) Avtiorrry oF SEcReTARY.—Whenever the Secretary deter-
mines 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 =ecure compliance. Tf
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.
20004) < or (3) to take such other action as may be provided by law.

[(¢) AvTHORITY OF ATTURNEY GENERAL.—VWhen 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
i~ engaged in a pattern or practice in violation of the provisions of this
section. the Attorney General may bring a civil action in any appro-
priate United States district court for such relief as may be appro-
priate. including injunctive relief.}

SEC. 122. NONDISCRIMINATION PROVISION.

(a) (1) In Gexersr.—No person shall, on account of race, color.
rveligion, sex, national origin, age, or handicapped status, be excluded
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from participation in, be denied the benefits of, or be subjected to dis-
crimination under any program or activity of a State government or
unit of local government. which government or unit receives funds
made available under subtitle A. The provisions of this paragraph
shall be interpreted—

(A) in accordance with titles 11, 111, IV, VI, and VII of the
Civil Rights Act of 1964, as amended, title VIII of the Civil
Rights Act of 1968, and title IX of the Education Amendments
of 1972, with respect to dscrimination on the basis of race, color,
religion. sex, or national origin;

(B) in accordance with the Rehabilitation Act of 1973 with
respect to discrimination on the basis of handicapped status; and

(C) in accordance iwith the Age Discrimination Act of 1975
with respect to dscrimination on the basis of age, notiwcthstanding
the dejerred effecticencss of such Act.

(2) Exceprioxs.—

(4) Furyxoixe.—The provisions of paragraph (1) of this subd-
section shall not apply where any Stute government or unit of local
government proces Zy clear and conm’nm’ny evidence that the

program or activity with rexpect to which the allegation of dis-
crimination has been made 8 not funded in whole or in part,
directly or indirectly, with funds made available under subtitlc .
(B) Coxsrrucrion PROJECTS 1N PROGRESS.—The provisions
of paragraph (1).relating to discrimination on the basis of hudi-
capped status. shall not apply with rexpect to construction pioj-
ccts commenced prior to January 1. 1977,
(b) Avrmoriry oF TOE SECRETARY.—
(1) .Norice—W henever there has been—
(A) receipt of notice of a finding. after notice and oppor-
tunity for a hearing. by a Federal court (other than in a
proceeding brought by the Attorney General) or State conrt,
or by a Federal or State administrative agency (other than
the Secretary under subparagraph (B)), to the effect that
there has been a pattern or practice of discrimination on the
has of race, color, religion. scx, national origen. age. or
handicapped status in any program or activity of a Ntate
government or unit of local government which qorerianent or

unit rcceives funds made available under subtitle A

(B) a determination after an investigation by the Secre-
tary (prior to a hearing under paragraph (}) but including
an opportunity for the State government or unit of loral
government to make a documentary submission rgarding
the allegation of discrimination or the funding of such pro-
gram or activity with funds made arailable urder subtitle

(A) that a State government or unit of local government

8 not in compliance with subsection (a)(1). the Secretary

shall, within 10 days of such occurrence. 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 such affected unit of local government, that such State
government or unit of local government is presumed not to
be in compliance with subsection (a) (1), and shall request
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such Governor and such chief executive officer to sccure com-
pliance. For purposes of subparagraph (4), a finding by a
Federal or State administrative agency shall be decmed ren-
dered after notice and opportunity for a hearing if it is
rendered gursuant to procedures consistent with the provi-
sions of subchapter 11 of chapter 5, title 5, United States Code.
(2) Yorvararr coupriaxce—In the event the Governor or
the chief executive officer secures compliance after notice pursiant
to paragraph (1), the terms and conditions with which the af-
fected State government or unit of local government agreis to
comply shall %e set forth in writing and siqgned by the Gorernor,
by the chief executive officer (in the event of a violation by a unit
of local government), and by the Scerctary. On or prior to the
effective date of the agreement, the Secrctury shall xcud a copy
of the agreement to cach complainant. if any. with respect to such
violation. The Governor. or the chicf executive officer in the « vent
of a violation by a unit of locdl government. shall ple semianinal
reports with the Scevetary detailing the steps takn to comply
with the agreement. Withen 15 days of receipt of such 1o poitx the

Necretary shall send a copy thereof to each such coum pliainint.

(3) SUSPENSION AND RESUMPIION OF PAYMENT OF FUNUS.—
(4) Stvspexsiox AFTer xorice—lIf. at the cowlusion of
30 days after notification wider paragraph (1)—

(2) compliunce has not been securcd by the Gorernor
of that State or the chief cwecutive officcr of that nnit
of local govcrnment, and

(&) an administrative lawe judge has rot wmumlde a de-
termenation under paragraph (4) () that it ;s likely the
State government or unit of local gocernment will pre cail
on the merits,

the Secretary shall suspend further payment of any funds
under subtitle A to that State government or that wiit of local
government. Such suspension shall be effective for a pcviod
of not more than 120 days, or, if there i3 a hearing under
paragraph (}) (B).not more than 30 days after the conclusion
of such hearing, unless there has been an express finding by
the Secretary. after notice and opportunity for zuch a hearing,
that the recipient is not in compliance with subsection (a) (1).

(B) RESUMPTION OF PAYMENTS SUSPENDED UNDER SUBPARA-
cR,;Pa.f(A).—Payment of the suspended funds shall resume
only if—

(?) such State government or unit of local qovcrn-
ment enters into a compliance agreement appioved by the
Secretary in accordance with paragraph (2):

(&) such State government or unit of local qovern-
ment complies fully with the final order or judgment of a
Federal or State court, if that order or judqment cocers
all the matters raised by the Secretary in the notice
pursuant to paragraph (1), or (8 found to be in compli-
ance with subsection (a) (1) by such court; or

(2ii) after a hearing, the Secretary finds that non-
compliance has not been demonst, ated.
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(C) Susrexsiox vpox actioN BY ATTORNEY GENERAL—
Whenever the Attorney General files a civil action alleging a
pattern or practice of discriminatory conduct on the basis of
race, color. religion. sex. national origin, age. or handicapped
status in any programn or activity of a State government or
unet of Iomlv government which State governmnent or unit of
local government receives funds made acailable under subtitle
Ao aud the conduct alleged riolates the provisions of this
scetion and nelther party within 45 days after such filing has
been granted such preliminary relief with regard to the sus-
peusion or payment of funds as may be otherwise acailable b
law, the Necretury shall suspend further payment of any funds
under subtitle A to thut State government or that unit of local
gorernment until such time as the court orders resumption of
paymeént.

(.}) HHEARINGS; OTHER ACTIONS.—

(d) Previviary HEARINGS.—Prior to the suspension of
funds under paragraph (3). but within the Y-day period
after notification u;m{er parvagraph (3)(A). the Ntate gor-
erninent orunit of local gocernment may requext an cxpedited
prcdindnary hearing by an admadstrative law judge in order
to determine whether it i3 likély that the Ntate government
or unit of local qocernment would. at a full hearing under
subparagraph (B) of thix paragraph, prevail on the merits
on the ixsue of the wlleged noncempliance. A fioding under
thes subparagraph by the adniinistrative lowe judge in farcor
of the Ntate gocernne nt or unit of loral gorernment shall
defer the suspension of funds wvider prvagraph (3) pending
o finding of noncompliance ot the conclusion of the hearing
o the merits wider subparagraph (B) of this paraqgroph,

(B) Coxrriaxce BFARING.—At any time after notification
under paraqraph (1) but before the conclusion of the 120-duy
period referved to in paragraph (3), a State qovernment or
unit of local gqovernmeit may request a hearing. which the
Necretary shall initiate within 30 days of such request. Within
30 days after the conclusion of the hearing. or, in the absence
of @ hearing. at the conclusion of the 120-day perviod referred
to (n paragraph (3). the Secretary shall make a finding of
compliunce or noncom pliance. If the Secretary makes a find-
(nq of noncompliance. the Secrctary shall (i) notify the
Attorney General of the United States in order that the At-
torney (Fencral may institute a civil action under subsection
(). (77) terminate the payment of funds under subtit’: 4.
and. (iil) if appropriate, seck repayment of such funds. I'f
the Secreta=y makes a finding of compliance. payment of the
mz:eét)ded funds shall resume as provided in paragraph
(3 .

(5) Juvpiciar Review.—Any State government or unit of local
gorernment aggrieved by a final determination of the Secretary
under paraqraph (4) may appeal such determination as provided
/nseetion 133(e).

(rY Arrnoriry or Arroryey GEVERAL—Whenever the Attorney
General has reason to believe that a State gorernment or unit of local
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government has engaged or is enguging in a pattern or practice in
violation of the provisions of this section, the Attorney General ma
bring a civd action in an appropriate United States district court. Such
court may grant as relie[pla’rrzy temporury restruining order, prelimi-
nary or permarent injunction, or other order, ag necessary or appro-
priate to insure the full enjoyment of the rights described in this
section, including the suspension, ternur.ation, or repayment of funds
made available under this Act, or placing any further payme ntx under
thes title in escrow pending the outce:ne of the litigution.

(d) Acreexexts Brrweevy Acexcies—The Secretary shall enter
nto agreements with State agencies and with other Federal agncies
authorizing such agewcies to (nvestigate noncompliance with subxsec-
tion (a). The ugrecments shall dcscribe the cooperatice « fforts to be
uadertaken (including the sharing of civd vights cuforceme nt person-
nel and resources) to secure compluince with this scetion. and shall
provide for the immediate notifuation of the Secictary by the At-
torney General of any actions instituted under subsection (¢) or undcr
any other Federdl civil rights statute or requlations issued the eund. r.

SEC. 123. MISCELLANEOUS PROVISIONS.

(2) ASSURANCES TO THE SECRETARY.—In order to qualify . way
payment under subtitle A for any entitlement period beginning on or
after January 1. 1973, a State government or unit of local government
must establish (in accordance with regulations prescribed by the Neo-
retary, and. with respect to a unit of loval government. after an
opportunity for review and cominent by the Governor of the State in
which such unit is located) to the satizfaction of the Secretary that—

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

(2) 1t will use amounts in such trust fund including any
interest earned thereon while in such trust fund) during =nch rea-
sonable period or periods as may be provided in such regulations:

[(3) 1n the case of a unit of local government. it will use
amounts in such trust fund (including any interest carned thereon
while in such trust fund) only for priority oxpenditures (as de-
fined in section 103(a)), and will pay over to the Secretary (for
deposit in the general fund of the Treasurv) an amount vqual to
110 percent 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:J

(4) it 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 revenues:

(5) 1t will—

(A) use fiscal, accounting. and audit procedures which con-
form to guidelines established [therefor] /n couformity with
subsection (c) of this sectivn. by the Secretary (after con-
sultation with the Comptroller General of the United States).
and conduct independent financial audits in accordance with
aenerally accepted auditing stondards ag requived by para-
graph (2) of such subsection.

(B) provide tothe Secretary (and to the Comptroller Gen-
eral of the United States). on reasonable notice. access to. and



24

the right to examine, such books, documents, papers, or rec-
ords as the Secretary may reasonably require for purposes of
reviewing compliance with this title (or, in the case of the
Comptroller General, as the Comptroller General may reason-
ably require for purposes of reviewing compliance and oper-
ations under subsection (¢) (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 proj-
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 1n this paragraph the Secretary of Labor shall act in accord-
ance with Reorganization Plan Numbered 14 of 1950 (15 F.R.
31760 64 Stat. 1267) and section 2 of the Act of June 13, 1934,
asamended (40 U.S.C. 276¢) :

(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 per~ons employed in similar public occupations by the
~ame emplover: and

(X) 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) WrtirioLpING oF PayMENTS.—If the Secretary determines that
a State overnment 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
pavments 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.

[(c) AccorNTING. AUDITING, AND EvALUATION.—

[(1) I~ Gexeran.—The Secretary shall provide for such ac-
counting and auditing procedures. evaluations, and reviews as may
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be necessary to insure that the expenditures of funds received
under subtitle A by State governments and units of local govern-
ment comply fully with the requirements of this title. The Secre-
tary is authorized to accept an audit by a State of such expendi-
tures of a State government or unit of local government if he
determines that such audit and *he audit procedures of that
State are sufficiently reliable to enatle 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.]

(¢) Accouxring, Avpiting, axp EvaLuaTION —

(1) In gexerar.—T he Sccretary shall provide for such audits,
eraluations, and reviews as may be necessary to insure that the
crpenditures of funds received under subtitle A or D by State gor-
ernments and units of local government comply fully with require-
ments of thig title. Such audits, craluations, and reviews shall in-
clude such independent audits a8 may be required pursuant to
paragraph (2). The Sceretary is authorized to accept an audit by
a State government or unit of local government of its expenditures
if he determines that such audit was conducted in compliance
with paragraph (2),and that such audit and the audit procedures
of that State government or unit of local government are suffi-
rif;ztly reliuble to enable him to carry out his duties under this
title.

(2) Ixpepexpext avpirs—The Secretary shall, ~fter consul-
tation with the Comptroller General. promulgate .-« ulations to
tuke effect not loter t;um March 31, 1977, which shall ~equire that
cach State government and unit of local gorernment receivi.g
Tunds under subtitle A or D conducts during cach fiscal year an
audit of its financial accounts in accordance with generally ac-
cepted auditing standards. Such regulations shall include such
provisions as may be necessary to assure independent audits are
conducted in accordance with such stardards, but may provide
for less formal revicws of financial information, or less frequent
audits, to the extent necessary to ensure that the cost of such audits
not be unreasonadly burdensome in relation to the entitlement of
such State government or unit of local government to funds avail-
able under subtitles A and D. Such regulations shall further pro-
wide for the availability to the public of financial statements and
reports on audits or informal rcviews conducted under this para-
graph for inspection and reproduction as public documents.

(3) CoxPTROLLER 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 Congress
to evaluate compliance and operations under this title.

(d) Reporr or 1HE SECRETARY oF THE TREASURY.—The Secretary
of the Treasury shall include with the report rcquired under section
105(a) (2) a report ts che Congress on the implementation and adminis-
tration of this Act auring the preceding fiscal year. Such report shall
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include, but not be limited to, a comprehensive and detailed analysis
of the following :

(1) the measures taken to comply with section 122, including a
description of the nature and extent of uny noncompliance and
the status of all pending complaints;

(2) the extent to which citizens in recipient jurisdictions hare
become involced in the decisions determining the expenditure of
funds receiced under subtitle A ;

(:3) the extent to which recipient jurisdictions have complicd
with section 123. including a description of the nature and c.rtent
of uny noncompliance and of measures taken to cusurve the iude-
pendence of audits conducted pursuant to subsection () of such
section:

(4) the manner in which funds distrdbuted wunder sulbtitle .|
have been used. including the net fiscal impact. if any.in vocipient
jurisdictions; and

(5) significant problems arasing in the administration of the
Act and proposals to vemedy such problems through appiopiiats
legslation.

(e) Promisitiox or U'se ror Losaying Prrroses—No State gor-
ernment or unit of local government may use, divectly or indivectly,
any part of the funds it veceives under subtitle A for the purposi of
lobbying or other uctivitics intended to influence any legislation o -
garding the provisions of this Act. For the purpose of this sulisection,
duez paid to National or State associations shall be deciwed wot to
hare becn paid from funds receired under subtitle .

SEC. 124. COMPLAINTS AND COMPLIANCE REVIEWS.

By March 31, 1977. the S(’l'/'fhl/‘y shall [umuu]gtlfe requlatons
establixhing—

(1) reasonable and specific time limits for the Sceictary or the
appropratte coopcrating agency to respond to the filing of u oou-
plaint by any person alleging that a State governient or viit of
local government 8 in violution of the procisions of this At in-
Auding time Limits for instituting an investiqation, wmokivg an
appropriate determination with rexpect to the ollegations, and -
vising the complainant of the status of the complaint; asd

(2) reasonable and specific time limits for the Seoictuiy to con-
duet auditz and revicws of State qocerniients aud apits of Tocal
qovernment foir compliance i ith the prorixivns of this Aet,

SEC. 125. PRIVATE CIVIL ACTIONS.

(a) Staxpixe—Whenerer a Staie qorervment or wuit of local
qorernment, or any officcr or c¢niplogee thevof acting in aw offic/al
capacity, has engaged or (s engaging (nany oot or poactioc pookibitold
by this Act. upon exrhaustion of adn. nistraticve rcimedies,a ivil uctivp
may be instituted by the peixon agyrived in on appropriate 1nitcd
States district court or (n a State court of generdd jurisdiction,

(b) Revier—The court 'y nt 8 l'elc.lf to the /;’:/;ul,'” iy
temporary restraining oider. preliminary or permanent iujunction or
other order. including the sivpenxion. fevunation, or vpurwent of
funds, or placing «uy furthc: payme.!8 wuder this title in exciom
pending the outcone of the litiyation.

(¢) IxTexventiox sy ArronNey Goxirar. -[a any action instituted
under th section to enforce compliance with xection 122(a). the At-
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torney Gioneral. or a specially designated assistant for or in the wiame
of the Tnited Ntates, woiy acorecne vpoin tiwely application (f he
cortipes that the action /s of gevesal public Lupostanee. i such action
the United Ntatex shall bhe cutitled to the sawe sclicf ax if it had
inxtitutod the action.

Subtitle C—General Provisions

SEC. 41. DEFINITIONS AND SPECIAL RULES.

(a) SeceEmaky.—For purposes of this title, the term “Secretary™
means the Seeretary of the Treasury or b is delegate, The term =Secre-
tary of the Treasury™ mcans the Secretary of the Treasury per-onally.
not including any delegate.

() Exrmreesment Preion— For purposes of this title, the term
“entitlement period™ neans—

(1) The period beginning January 101972 and ending June 50,
1072

(2) The period beginning Juiv 1. 19720 and cuding Decernber
S1O1972,

() The period beginning January 11975 and ending June 50,

1075,
t4) The one-year periods béginnimg onJuly Tof 1973, 1974, and
1970,

() The period begimning July 1. 1976, and ending December
511976,

) The period begivaing on Jawaary 101907, and cnding Ne p-
tcmbar 30,1977,

(7)) The ove-yeur periods beqividing on Octoher 1 of 1977, 197 8.
and 1979,

(¢) Iisirietor Convasiy.—

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

(\) as a Srate (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 Colum-
bhia),and

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

(2) REDUCTION IN CASE OF INCOME TAX ON NONRESIDENT INDIVID-
vars.—If there is hereafter enacted a law iniposing a tax on
income carned 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—

() 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
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Virginia enter into an agreement under which each State
agrees to 1mpose 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.
SEC. 142. REGULATIONS.

(a) GExNERAL Rrie.—The Secretary shall prescribe such regulations
as 1may be necessary or appropriate to carry out the provisions of this
title.

(b) ApaNISTRATIVE ProCEDURE AcT To ArpLy.—The rulemaking
rovisions of subchapter 1I of chapter 5 of title 5 of the United States
ode shall apply to tine regulations prescribed under this title for enti-

tlement periods beginning on or after January 1, 1973.
SEC. 143. JUDICIAL REVIEW,

(a) PetITIONSs 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 sha!l alzo
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.

(c) JerispicrioN oF Court.—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. Ie
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 centained in the record.

(d) Review By SupReME Corrt.—The judgment of the court shall
be subjetct 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) GENERALRULE—

(1) INFORMATION WITH RESPECT TO PLACE OF RESIDENCE.—Sub-
part B of »art 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 :
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“SEC. 6017A. PLACE OF RESIDENCE.

“In the case of an individual, the information required on any
return with respect to the taxes imposed by chapter 1 for any period
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) CrericaL AMENDMENT.—The table of sections for such
subpart B is amended by adding at the end thereof the following:

“Sec. 6017A. Place of residence.”

(b) CiviL PENaLTY.—

(1) I~ cexeraL.—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. 6657. FAILURE TO SUPPLY INFORMATION WITH RESPECT TO
PLACE OF RESIDENCE.

“(a) Crvi PExavty.—If any person fails to include on his return
any information required under Section G017.\ 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 1s due to reasonable cause.

“(b) Drriciexcy Proceptres Nor To ArrLy.—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) CrericaL AMENDMENT.—The table of sections for such sub-
chapter B is amended by adding at the end thercof the following:

“Sec. 6€>7. Failure to supply information with respect to place of
residence.”

®)



