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WASHINGTON, D.c.--(AIPA)--A joint Senate-House conference committee will soon 
be at work ironing out differences over a significant revenue sharing bill, which 
includes a special last-minute amendment providing for Indian participation. 

While the substance of those final agreements over differences has yet to be 
established, key particulars can be presented in a question and answer format. 

Q. What is revenue sharing? 

A. Revenue sharing is the concept of grants of specific amounts of federal 
income to state and local governments over a set period of time, which is 
expected to become a permanent federal program. In its form as passed by the House, 
revenue sharing would provide up to $3.5 billion for local governments and up to 
$1.8 billion to state governments annually, for a period of five years. 

Q. How would Indian tribes participate? 

A. Under a separate category, self-governing Indian tribes would qualify for one 
fourth of one percent of all monies set aside under the revenue sharing concept. 
The overall allocation for the tribes would be based on the total reservation 
population of about 488,000. Included would be federal, state and even non-treaty 
tribes, as envisioned by Sen. Lee Metcalf, D-Mont., sponsor of the amendment. 
Overall, this comes down to about $20 per enrolled tribal member. For example, the 
Colville Tribe with about 5,000 members would receive $100,000 annually. 

Q. How would funds be delivered? 

A. Tribes would receive the new revenue directly from the u.s. Tr.easury Department, 
bypassing the state governments in which their reservations are located. 

Q. How would these funds be regulated? 

A. Payments would be regulated by the Secretary of the Treasury, who would 
prescribe new regulations for dividing the funds among the tribes. 

Q. Would off-reservation Indians benefit? 

A. Only indirectly. Off-reservation Indians do not qualify under the specific 
Indian amendment, since they ax-e not "self-governing tribes." However, both 
cities and suburbs qualify under terms of the bill, and urban Indians should be 
able to obtain funds under the overall social services concept. 

MORE 
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Q. Would funds be restricted in any way? 

A. Details remain to be worked out. One version directs funds toward general 
governmental operations, while the other speaks of "social services" primarily. 
Among the latter would be the areas of public safety (law enforcement, fire 
protection, building code enforcement), protection of the environment (sewage 
disposal and sanitation, anti-pollution work), public transportation and the 
building of roads, together with capital expenditures for all of the above. 

Q. Would revenue sharing involve loss of other funding? 

A. No. Funds would be allocated without any relation to other funding currently 
being received by tribes or planned by the tribes for the future. 

Q. Ras the concept received Indian support? 

A. Yes. The National Congress of American Indians, the National Tribal Chair-
men's Association and Americans for Indian Opportunity have all studied the 
concept and made known their support publicly. Says NTCA: ''We believe this 
amendment is a test of congressional willingness to grant reservation Indians 
the right to shape their own future." NCAI has been lobbying heavily in the 
Senate for acceptance of the Indian amendment. 

Q. What are prospects for favorable passage of the bill? 

A. The bill goes to a joint Senate-House conference committee, consisting of about 
15 members of the Senate and House, where final compromises between the two versions 
are worked out. Then the bill is delivered to the President for signature. Current• 
ly, the Office of Minority Affairs in the White House is uncommitted. Pressure 
can be expected from the Revenue Branch in the Treasury Department against the 
Indian amendment, since Treasury is customarily hostile to special provisions for 
Indians. The Interior Department and the Indian Bureau are also publicly uncommitted .. 

Q. Is the President expected to sign the bill? 

A. Very likely. President Nixon is known to favor the House version authored by 
Rep. Wilbur Mills, D-Ark. Nixon's own bill has not been acted on by Congress, but 
Nixon can live with the Mills version. If the Senate-House conference committee 
accepts the Indian amendment, the President is expected to sign it. 
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UNITED STATES GOVERNMENT . 
• Memorandum 

TO Commissioner of Indian Affairs DATE: October 3, 197Z 

FR.OM Legislative Development Officer 

SUBJECT: Indian participation in Revenue Sharing 

We have received· a copy of the September 26 Conference Report on the State and 
Local Fiscal Assistance Act of 1972. The bill is divided into three titles but this 
memorandum only deals with the title I revenu~ sharing provisions. 

As anticipated, the "Title I - Fiscal Assistance to State and Local Governments" 
provisionsrelating to Indian participation have been significantly changed from that 
proposed by Senator Metcalf and adopted by the Senate . 

. Title I Provisions Relating Specifically to Indians 
The following are the specific parts of title I of the bill and Report relating to Indian 
participation. • 

Section 108(b) (4) of the bill as agreed to by the Conference Committee pro~ides: 

,01(1 .. fOI 

"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 substantial govern-
mental 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 population 
of that county area. If this paragraph applies with respect to 
any county area for any entitlement period, the amount to be 
allocated under paragraph (1) shall be appropriately reduced to 
reflect the amount allocated under the preceding sentence. If 
the entitlement of any such tribe or village · is waived for any 
entitlement pE1riod by the govell'ning body of that tribe or village, 
then the provisions of this paragraph shall not apply with respect 
to the amount '?f such entitlement for such period. " 

BrlJ U.S. S1111ing1 Bonds Regularly on the Payroll Saving, Plan 
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Section 108(d) (1) of the bill provides the following. definition: 

"Units of Local Government. - The term 'unit of 
local, government' means the government of a county, 
municipality, township, . or other unit of government 
below the State which is a unit of general government 
(determined on the basis of the same principles as are 

• used by the Bureau of the Census for general statistical 
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purpo~es). Such term also means, except for purposes 
of paragraphs (1), (2), (3), (5), (6)(C:), and (6)(D) of 
subsection (b), and, except for purposes of subsection 
(c), the recognized governing body of an Indian tribe or 
Alaskan native village which performs substantial 
governmental functions." 

In explanation, the Report states: 

"Indian tribes and Alaskan native villages. - Section 108 
(b) (4) of the conference agreement contains a provision 
for allocating part of the county area allocation to the 
recognized governing body of an Indian tribe or Alaskan 
native village where that recognized governing body 
performs substantial governmental functions. This 
allocation is to be made on the basis of population. 

"This provision is based on section 104(e) of the Senate 
amendment. Under the Senate amendment, one-fourth 
of one percent of the amount available for allocation 
among the States under section 104 of the Senate 
amendment was to be set aside for allocation and pay-
ment to Indian tribes, bands, groups, pueblos, 
communities, and Alaskan native villages which 
performed governmental functions. Under this 
provision, the Secretary of the Treasury was to 
prescribe regulations for dividin" tJl~ funds, which 
regulations -were to reflect the pollcles contained in 
subtitle A of the bill. 

• "The House contained no provision comparable to section 
108(b) (4) of the conference agreement." 

'--""" 
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Authorized Uses of Funds 

Section 103 of the Conference bill restricts the use ·of funds received 
under title I as set out below: 

"Funds received by units of local government rdefined 
above to include tribal governing bodies] under this 
subtitle may be used only for priority _ expenditures. 

· · For purposes of this title, . the term 'priority expendi-
tures' means only -

(1) ordinary and necessary maintenance and operating 
expenses for 

(A) public safety (including law enforcement, fire 
· • . protection, and building code enforcement), 

(B} environmental protection (including sewage 
disposal, sanitation, and pollution abatement), 

(C) public transportation (including transit 
sys_tems 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 ca.pital expendit.ures 
authorized by law. 11 • • ' " 

It should be noted that the use of the revenue sharing funds provides 
under title I of the bill for capitai expenditures is practically unlimited. 
However, in the case of the use of funds for "ordinary and necessary 
maintenance and operating expenses, 11 the-provision precludes use of the· 
funds for school operations or any other items which canno_t be brought 
under one of the listed categories. . F 
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Section 104 prohibits the use of funds received under title I "directly or 
indirectly" as a local contribution under any Federal program requiring a 
local contribution. 

The Secretary of the Treasury may accept a · certification· from "the chief , 
executive officer of a unit of local government" (e.g. , tribal chairman) 
that fµnds have not been used in violation of section 103 and 104. However, 
section 121 requires each unit of local government (tribe) to submit a 
written report to the Secretary of the T_reasury "setting forth the amounts 
and purposes for which funds received * * * have been spent or obligated. 11 

In addition, beginning with the funds provided for fiscal year 1974, each 
unit of local government (tribe) must also submit a report as to what uses 
it plans to make of its anticipated revenue sharing funds. Both types of 
reports (i.e., on plans for use and on actual use of the funds) must be 
published in a local newspaper and other news media must be advised of 
their publication. 

Section 123_a (3) provides for the payment to the U.S. Treasury of an 
amount equal to 110 percent of any funds used for other than "priority 
expenditures. 11 

Reservation Extending Into More Than One County 

Section 108(d) (5) provides, . in essence, that each portion of a tribe's 
reservation which is located in a different county shall be treated as a 
separate unit of local government for purposes of revenue sharing 
allocations and _computations. SE:ction 123a (8) whic_h applies only to tribes t,,.,-:" 
and Alaskan Native villages, requires that funds received by a tribal 
government must be expended "for the benefit of members of the trihe or 
village residing in the county area from the allocation of which funds are 
allocated to it * * *· 11 Therefore, a tribe which receives funds from the • 
allocation of two ·counties may not expend the funds from one county's 
allocation to benefit residents · of the other county. 

Expenditure Procedures 

Section 123 also requires the establishment of a separate trust fund for 
deposit of revenue sharing funds received by a unit of local government 
(tribe). Expenditures from ·such fund (including any interest earned in the 
fund) are to be made "during such reasonable period ~r· periods as may be 
provided in" r ·egulations prescribed by the Secretary of the Treasury. In 

" I) 

I 
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addition, such expenditures are to be made "in accordance with the laws 
and procedures applicable to the expenditure of (the tribe's] own revenues." 
The tribe must "use fiscal, accounting, and audit procedures rfor the fund] 
which conform to guidelines established therefore by _the Secretary of the 
Treasury. 

The Comptroller General (GAO) is authorized to review compliance and 
operations of the tribes and others in the use of the revenue sharing funds. 

Nondiscrimination Provis ion 

Section lZZ provides that -

"No person in the United States shall in .the grounds of race, 
color, national origin, or sex be excluded from participation in, 
be denied the benefits of, or be subjected to discrimination under 
any program or ~ctivity funded in whole or in part with funds 
made available under (the revenue sharing provisions of the A ct]. 11 

When Payments Are To Be Made 

Normally, payments to tribes and others are to be made quarterly not 
later than 5 days after the close of each quarter. The first checks are 
expected to go out this month, assuming the bill becomes law. However, 
as pointed out in the Conference Report (page 21), "it may not be possible 
to obtain sufficient data initially to make the division of payments in some 
county areas between Indian tribes and other units -of local government, 
in which case partial payments may be made promptly in the basis of such 
information as is initially available with the remaining amounts paid as the . 
necessary data are obtained. II • • 

Determination of Eligibility and Amounts 

It will not be possible to determine how much specific tribes will receive 
under these revenue sharing provisions until the Treasury Department 
establi:3hes their criteria for determining eligible tribal governments 
(i.e., those which have "recognized!' governing bodies which "perf.orm 
substantial governmental fu~ctions") and the population figures for those 
governments. _It would seem logical for the Treasury Department to call 
upon the BIA' s expertise in these area. Lou Conger has been advised that . . 
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a letter is on its way from the Trea_sury Department requesting· the Bureau 
to identify those governing bodies which we recognize. 

It does seem clear that it .is intended to include "state tri}:>es" as well as 
_federa.r rec ognized · tribes. 

Here ·are some examples of how the amounts might be calculated to give some 
ball park.id.ea of how much might be involved. • 

About . 1 percent (662) of the population of Broward County (includes 
Hollywood) Florida is Indian according to preliminary 1970 census figures. 
The revenue sharing total for the Broward County area is shown as . 
$4,762,562. One-tenth of one percent of that figure would be $4, 762. 56 and, 
if our figures were correct, that would be the amount the Seminole tribal 
council would receive for their members in Broward County. 

. . . . 

The Navajo County Arizona population is about SO percent (23,000) Indian 
• . and the revenue sharing amount for the county is shown as $902,588. 

Therefore, the Ind_ian share could be up to $450,000 for that county. 

I must hasten to add before these figures are taken as accurate (or even 
close), that it will not be possible to establish actual amounts until the 
Treasury Deparbnent decides what its criteriaJ is to be -for d,termining the 
population upon which. a tribe's share is to be based. . . 

Ralph R _. Reeser 
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of a State in matching the formula to its nel'ds anrl thl' interests of local 
~overnments in plmmiug their budgl'ts, the bill proddl's that each 
::;tate. may d1ange the bill\; basic formulas only once. 

Governmental de 1iition 11d 1·elated rules.-.A unit of local gov-
ernment, to e taken into account un er t 1s subtitle, is a general gov-
ernment of a political subdivision of a State. ~\. unit must have a 
gO\·ernment (i.e., it must exist as an orgunizl'd l'ntity, ham govern-
mental characteristics and ham substantial autonomy)-it is not 
enough that it have a political boundary.• So, for example, election 
districts an~ magisterial districts ( even though they may be used for 
representation purposes or other electoral purposes) will not be con-
sidered units of local government. Xor. for that mutter, will a con-
gressional district or State legislative district be considered such a 
unit. • 

N' ot only must the unit have a governme~1t, but also the gO\·ernment 
must be a gl'neral gowrnment. In particular. it must not be a spl'cial-
purpose uuit. This dl'finition l'Xeludes school clistriets, special utility 
districts, library districts. and agc·ncil's of local gowrnml'nts. e\·l'n 
though thl'sc agencies might b<: rl'latiwly autonomous. On thl' other 
hand, the ddinition indu<ll's a general gon•rnment l'Wn though it 
might not p('I·form all of the functions that might be rl'garded as 
"municipal'~ functions or might contract to havl' sornl' of those func-
tions pl'rformed by other eutitic'S. In general, the principles used by 
the Bureau of thC: C'l'nsus for gl'nPral statistical purposes are to bl' 
followed to rl'soh·e questions tliat may arisl' with reganl to particular 
units. 

Title I of the Unitl'd States Code definl's "countv" to includl' 
"parish" ( as in Louisiana) and other similar units below the State. 
In some States, some ,!?'eographic parts of the State do not fall within 
any counties of the State. "'here this occurs. thosl' parts of tltl' State 
gPnl'rally are independent. citil's. Any such inck•1wn<ll'nt city ( for 
exampll', Baltimore City in :\laryland an<l Richmond and .\lpxau<lria 
in Vir;;!inia) is to be treated as a county govPrnment for purposl's of 
this hill. In ~\laska, which has no units called counties, the census 
districts established bv the Bureau of the CN1sus mav be trl'atnl as 
countv areas. In Xew York State. Xew York Citv is tlie local gowrn-
ment ·for fi \·c countil's. For that area. ew York· Citv is to be treated 
as a county. and the g-overnment of Xew York City is t? be tr~ated as 
a county gowrmnent. A number of States have counties wluch haw 
mero-ed with cities that formerly occupied a portion of the areas 
within those counties. In such eases. the combi1wd _county-city i.s to 
be treated as a countv under this bill. and the gonrnment of the 
cQmhined entity is to bt• trl'ated as tlw county governml'nt. 

)fain- States have a lenl of !!'o,·ernment hetwePn the countv and 
the inc'orporated m1mieipalit.y. Such units generally arc described in 
the hill as "townships". In the New Englnnd Statl's. Xew York. and 
"'isc:onsiu. the conesponding unit of gon•rn11n•11t is gc•nerally refl'rred 
to as a "town". The existence of a township is dPteri11i1wd on the basis 
of the sanw principll's as arc 11sed by the Rm·l'a11 of the Census for 
general statistical purposes. 

• Se1•, for i:r~nter <ll'tnll. Rnrenu of the Censu•, ClnsRificntlon '.\fannal. Governmental 
Finances, February 1971, pp. 6-8. 
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In many places, ~ities cross county lin~s. On~ ex.ample of_this o~urs 
in the case of the city of .\tlanta, Georgrn. which 1s pattly rn De I~alb 
County and partly in Fulton County. In such a cas<'. each part o~ the 
city or other ui1it of loeul ~ovemm<'Ht is tr<'ated as a separate umt _of 
local crowrnment and is to participate. under the formulas of the bill, 
in th; allocation of funds to units of local go,·ernment within the 
county of which it is a part. If information as to the per capita income 
or th<' per capita adjusted taxes is not arnilahlr for each separate 
county portion of such a dfrided city. then the Treasury Department 
is to treat the population in the two parts as if they had the same per 
capita income and taxes. . . 

Howewr. in applying the $200 viability test and the 50-percent hm1t 
used in determining a city's <'ligibility to receive its f~11l entitlement 
under tlw hill. anv citv lo<'atrd in two or more countirs 1s to be treated 
as a sincrle unit. of go,ernrnent. Consequently. if each part of suc_h a 
city wo~ld be entitlNI to rec<>ive $1!)!> in a gh·en entitlement period, 
then that city would he treated as entitled to $:190 for the period even 
though C'aeh part of the cit)'· wlwn considered S<•pnratr_ly, would 
appear not to satisfy the $:WO ,·iability requirement. ( .. \possible ex~m-
ple, basrd on the Cens11s Bnrrau's .Advanc<' Report Fmal Population 
Counts for Georgia (PC' (V 1)-12. De<·e111ber 1!)70) is the town of 
Braswell.. whose 30 people are di,ided between Paulding County (22) 
and Polk County (8).) . 

It 1s reco,gnized that cPnsus data collected by go,·ernmental umts 
micrht be 011tdated or unusable merely because of structural changes, 
ev;n thmicrh neitlwr tlw rrsidences i1or the other characteristics of ,... . . 
the individuals i1wolwd have. changed. Annexations. new rncorpora-
tions. relinquishment of charters. and mergers of gowrnment 1_mits, 
take place <'Verv war. It is understood that reasonable pfforts will be 
made to detenniite the population and per capita income of new. or 
expanded units using the H>iO. census data ( ratlwr than conductmg 
a n<'w partial census). It is expec!ed that this will b~ done ,~-l~mever 
the. am1Pxation or othPr change mvoh-es a change. m mumc1pal or 
county population of more than i> percent. if that chang<' involves 
at least 250 people. It is exp<'cted that the lo<'alities involved will 
havetlw ohlicration to inform the Treasnrv Depil.rtmrnt and the Census 
Bureau wh<';<'ver such an ewnt oc<'urs: ~ach State. too, is expected to 
be required to report to the Treasury Department and the Census Bu-
reau information on a re~ular basis concerning new incorporations and 
annexations. 

The bill also anthorizrs the Treasury D<'partment, in any other .cir-
cumstances, to issue ~o-ulations und<'r which this provision will apply 
so ns to carry out the purpos<'s of this !"ubtitle. Such r<'gulations, for . 
example, woitld b<' expected to deal with the situation that is nnderstood 
to exist in some plaees in .\laska wlwre. for a part of the ar<'a of the 
State. there is no-conntv or similar unit of local !!OWrnmrnt. .\l!"o. this 
prO\-ision wonld permit classifications or definitions somp,~·hat ~iffer-
ent from t hosP which the Census BnrPa 11 has formnlat<'cl pnmanly for 
other 1mrnoses when a modification would more nearly meet. the objec- . 
tins of the bill. 
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5. DEFIXITIOXS AXD SPECIAL RULES ,FOR APPLICATIOX OF ALLOCATION 
, FOR~[ULAS (St:C. lOG OF THE RILL) 

The bill provides definitions nnd special rules for purposes of appli-
cation of the allocation formulas prO\·ided in this subtitle. 

Popula.tiun.-For purposes of this bill. population is to be deter-
mined on the same busis as resident population is determined by the 
Bureau of the Census for general statistical purposes. This refers to 
the population residing in the State or in the unit of local gO\·cmment 
on the census date. Population for these purposPs does not include 
Americans li\·ing overseas·who, for the purposes of apportioning rep-
resentatives among the several Stntes, were distributed according to 
their "home" States. 

lncome,.:._"lncome". which is relevant for the allocation formulas, 
means total money income derived from all sources. as determined by 
the Bureau of the Census for general statistical purposes. 

Dates used for d,1ta.-In general. the data to be used for allocations 
and entitlements unc!C'r this subtitle arc to be those arnilable on .April 1 
immC'diately precnling the beginning of the mtitlcnwnt period for 
which tlw data arc to be used. The data are to be the most recently 
available data pro,·ided by the Bureau of the Census. Howernr. the 
Treasury Department is giwn authority to ,·ary tlwse general rules 
in order to achiew more equitable allocations. to attain greater uni-
formity. and to reflect the most rC'cent clewlopnwnts. It is im Jortant 
to note that tlw 1lata for anv unit of local gowrnment HSN wit 1 regan 
to anv allocat10ns must bC' com mrablc to tllC' data usNl for tlw other 
umts o oca go,·C'r·nment s ianng m t rnt a oration. or examp e. a 
spC'crnl cC'nsus of population f OI' a municipality may not be used in 
allocating funds among municipalities within a county area unless 
there arc corresponding updated population data for oll the other 
municipalities located in that count,\· orea. If, as the committee under-
stands and expects. information ::ratllC'red as a rC'sult of Internal Reve-
nue Service efforts to cletermine residences of taxpayers and their 
dependents (sec. 12-1 of this bill. described below) enables the Bureau 
of the Census to make accurate estimates of population and pC'r capita 
income for all the units in a county area. then such updated estimates 
may be used even though they are later than the last official census 
figures. 

The operation of these provisions may he illu!"trated by the following. 
example, relatinl! to the data to be used for a11ocnting funds bet.wC'en 
the county gm·ernment on the one hand, and the units of local govern-
ment located within that countv on the other hand. That allocation 
• to be made on the basis of the adinstt>d ta.xes of tho&• g"O\"C'l'lllllC'lltS. 
The most recC'nt information now anlilable on that point relates to 
fiscal year 1967, havin1r heen gathered in the regular il-year Census of 
Go,·ernmcnts for 1!)67. That information is to be nsNl as the basis for 
the allocations for the ,Tanuary-,Jnne 1972 entitlement period. The 
committee has been informed that the Census Bnrean is prepared to 
condnet a special surn)y of all the units of local !!o,·ernment to gather 
data from which their adjusted taxes for fiscal year 1!)71 may be deter-
mined. 

This infommtion is exnecterl to berome nrnilable by the end of 
October, 1972. It is intended that this information be used in the 
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:dlo<'.arlon !'f fn11C1s hPtWPPll r 0111 ty gon•rnnH•nt,-, an,1 local :,r1n-Prn-
nwnt · I and •~ o • or tl1,, ,·rn : in tltP :dl(watio11.of funds am011g lo-
cal go,·ernments) for tl1e fiscal vcar rn,a ,mt1tlcme11t preiod. If this in-
formation is not. arnilable earfy enough, then it may be that the first 
quarterly installnwnt of thP fis<•al yt~ar 1!)j::\ l'11titll'llw11t period may 
ha,·r to be paid in ae<'onlance with cstimatPs based 011 the l!)G7 data. In 
such a ense, tlw subsequent installnwuts arc to be so adjusted that the 
total amounts paid for the fiseal yp:u· l!)j!~ entitlement period are based 
upon the fiscal year 1!)jl data. 

The committee. has further heen infomwd that data. relating to 
fiscal year 1!)72, derin'd from tlie !'e,!!Ular l!)j2 Census of Gm·ernmcnts, 
can he made available enrlv in Hli::\. That information is to be used 
for determining alloeations'for the fiscal year rnti entitlement period. 
.\nnnal limited ce11>'11ses are to proYide this data for later years. 

Tlw ty!J(• of data used for the Yarious sections of this subtitle. the 
data currently aYailable, nnd thr. source and <•xpec-ted time nt which 
later data is expected to be arnilablc is shmrn in Tablr 4 below. 

TABLE 4-H.R. 14370, DATA USED AND SOURCE OF DATA 

Type fll data Bill seetion and use of data 

t. ~!dent poi,ula1ion, money income. Sec. 104(a) and sec. 105(a) and (b) 

2. Determination of eligible local govern• 
ments. 

3. Adjusted laxes (all laxes minus those 
for education), intergovernmental 
transfers. 

allocation among States, county 
areJS, and focal governments. 

Sec. 105 allocataon to local govern• 
ments. 

Sec. l04(a) and sec. I0S(a) and (b) 
division among county govern• 
ment , all cities, and all townships 
and allocation among county areas 
and among local governments, 
sec. 105(b)(4XC) limitation , 

4. State and local government tax collec• Sec. I04(a)(l) allocation among 
Irons, by State, flscal year basis. Slate areas. 

l!asic source of dal& 

Bureau of the Census Decennial Census 

Bureau of the Census. Decennial Census 
and Census of Governments. 

Bureau of the Census. Census of 
Governments (complete coverage 
every 5 years). 

Bureau of the Census, Governmental 
Finaoces, annual. • 

5. Personal income. by State ... . .... . .. Sec. 104(aXI) 
State areas. 

allocation among Department of Commerce, Survey of 
Curre_nt Business. 

Typeotdala Data currently available 

l. ttesident population, money income ... l970 popul~tion and urbanized popu. 
lat,on and 1969 money income 
.(for places over 2,500; under 
2,500 not published but available 
from the 1970 census). 

Oate and sour.a QI i.te1 Gala 

Anticipated Census estimates of popu• 
lation and income based on income 
tax return data for local units and 
welfare recipients; data provided by 
HEW 1f feasible and at reasonable 
cost. Estimates if feasible, probably 
every 2 or 3 years. 

2. Determination of eligible local 1967 Census of Governments and Bureau of the Census, annual inves!iga• 
aovernments. 1970 decennial census. tions, and tocal reports of incorpora• 

3. Adjusted taxes (all taxes minus those Fiscal year 1967 taxes and taxes for 
for education), intergovernmental education. Fiscal year 1967 inter• 
transfers. aovernmental transfers on Census 

tions, annexations . etc. 
Limited census of all local governments 

for fiscal year 1971 taxes and educa· 
tion taxes and intergovernmental 
transfers in process. Results expected tape_ 

, in October 1972. To be ~one 
annually. 

4. State and local government tax collec- Fiscal year 1970 ........ . .......... In September of each y•ar the data 
!tons, by State, fiscal year basts. for the pnor fiscal year are to be 

5 
p , • available. 

• ersonal income, by Stal9 ........... Fiscal year 1910 ................... Data are generally available with 
about a 3-montb la&. 

Genaal, ta;n ejfod of a. "-Watc.-The O'eneml tax effmt factor of a 
State is relevant for pi.trpose,, of the alfocation fornrnla dividin~ the 
an1ount:; a rnilalilt:> nuder the hill lH•tween the States. This ha~ie allo-
~ation formula is population times j!eneral tax effort times relative 
income (the ratio of r.s. per capita income to the per capita income 
of that State). The general tax effort of a State fot· au entitlement 
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period is detrrmine,1 by dh·iding the 1~et amount C'olleded f1:om the 
State. and local taxes in that St ate by 1h; agg-regate 1wrsonn 1 mconw, 
using the most 1-pcent data arnilable. 

State a11d local trtXl8.-"State and local taxrs .. is releYant in deter-
mining the general tax effort of a State for pnrposes of the basic al-
location formula provide1l under the !,ill (population times l,!elll'ntl 
tax effort times re la tin• incoml'). The StatP and local taxt•s taken i,1to 
account for this purpose are defined in thr bill as the compulsory con-
tributions exacted by the ~tate or any of its politienl suhdi,·isions for 
public purposes as such contributions arP drtenni1wd for grnernl statis-
tical purposes bv the Burrau of the Census. For this puq>osP, taxes do 
not include e1111;loyee and employer asst>s,m1ents and contributions to 
finance retirement and social insurancP systems, which arr classified 
by the Bureau.of the Census as insurancl' trust rrw1ine, and special 
assessments for capital outlay which arr classified as miscellaneous 
general revenue. 

Generally, taxes include p1·<?pe1ty taxes eon<litioned on ~wnership 
of property :rnd measured by its Yalue: sales and 1,!TOSS receipts taxes 
including- taxes (and lil't•nsc:; le,·iP1l at mo1·e than nominal r:ltrs) 
based 111)011 the ,·ohnne 01· rnhw of trnn~frr of l,!OOds m· ~erYices, upon 
gross rrcripts therrfrom, or upon gross income, and rrlated taxes 
based upon use. storage, produetion, i11qx>rtation or (0011,:urnption of 
go01ls: liC'ensP taxes exaC'kd either for re,·emH' raising or for regula-
tion, for bnsi1ws;; or nonlmsinc:-s pri ,·ilegE', at a flat rate or measured 
by such bases as capital stock or surplus, the nu111l)('r of lrnsinP:'S units, 
or capacity: income taxes{ indi\·idual and corporntion nE't income and 
payroll and Parnings taXt'S impo~d by city go,·Priunrnts: dPath and 
gift taxes impo,,pd 011 the tmnsfpr of prop<'rty at 1l<'ath. in cont<'mpla-
tion of death, or as a gift: docunwntary and stock transfer taxes; poll 
taxes: seYernnee taxes: :uHl mi;:cellaneons taxes. Taxes include com-
pulsory contt-ibutions exacted by local gorcrnments 011 C'0nsnmers 
of utility conunoditi<'s and .sen·ices, bnt do not inl'hi,lc charges and 
fees for utility commodities and sen·ices. The C'ensus B11r<'an genrrallv 
determines tl1e classification of a levy as a charge or fee, or tax, on a 
cnse-bv-case basis. 

The· State and local tax<'s taken into acco11nt are those for the most 
recent fiscal year nrnilahle from the Bureau of thr C'rnsus before the 
close of the· entitlenwnt period. Thr State and local tax data are 
those I'l'!!nlady published by the Bureau of the Census in lioi-ern-
mental Finances. 

Personal h1rome.-For purposes of tlw bill, personal income is the 
income of indi,·ilhmls th>krminrd hy tlw Depi11trnent of C'ommet·ce 
for national income aceonnts purposes. Gr1wral1y, personal ineome is 
the cuncnt income rec<'i,·ed uv pprsons from all ,-011rct>s, inclusi,·e of 
transfers from gorernment. ai1el lmsines,;:, but t>xclusi,·e of fransfers 
among persons. PPrsona I inl'ome is 11was1u·ed on a bt>fore-tax basis, 
and is the s11111 of wage and ,:.nlary disb11rsc111l·nts, other labor income, 
pt·opl'ietors' ineomt>, rrutnl inconw of person:,;, di,·idends, personal 
interest income, and tran:-:ft•r payments, less 1wrson11l contributions 
-for social i11s11mn<'c. 

Genernl taJJ ( rfod factor of rr loral goi•f'rnmf'nt.-Fnder the bill, the 
general tax l'tfort. fador of :t county are:i or local tornrnment for an 
entitkment period must be determined for purposes of the basic alloca-

tion fon111, 
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tio!1 formula and for the optional formula bas<'d on population 
~e1ghted by gt•1wrn l tax <'!fort. Tit<> g-<'nern l tax C'il'ort factor is deter-
mined by di\'iding the adjusted taxes of the go,-~rnment tplus, in the 
case of the county a1·ea. th<' adjusted taxrs of all tl1e local o-owrnml'nts 
within the county) ,by the ag-gn•gate income attriLutaLlebto that goy-
<'1'11111ent for the mo.-;t recent reportinrr n•ar. For example in determin-
ing the <'ntitle111euts for the fiscal ye";j. 1!)7:J, it is expect'ed that fiscal 
y<>ar mil data probably will be usecl. 

.ldju:~f_ed toxa.-"~\dj-usted taxes~' are required for determining 
the cl1ns10n of funds lwtween :i countv o-o,·ernment and all the other 
units of ::,•neral gonr1m1c•nt in a coui1t~ und<'r the hasir formula in 

. the bill and _under one of the factors that may be used in the optional 
formula. It 1s also r<'lernnt in the case of the basic formula in the bill 
which ns<'s population tinws gNternl tax effort times relatiw income 
and tl~e opt1011al formula which uses population weighted bv general 
tax eflort. The taxes of a local go,·C'mment are definNl in the bill in 
tl~c same 1.m!1111er at- the local tax<'~ taken into aceo1111t for purposes 
of deternnnmg the geueml tax etlort of a State (described ubO\·e). 
H~we,·er. two a1~jnstnwnts apply for purposes of determining the 
ad1usted tax<'s of a local gO\·ernment which are not necessurv for 
purposes of determining the amount of Stat<' and local tux·es in 
calculating th<' general tax C'fl'ort of a State. In genrml, the tax<'s 
of a go,·ernm<'nt are thos<' which al'<' exacted bv that <YO\'en1ment. 
Howe,·er. tlw hill pro,·ides that iu calculating- adjusted t;xes there is 
to he <'Xclu!l<'ll that portion of the taxe,; properly allocable to expenses 
for education .. \!so. where a countv ~o,·<'rnment exacts sales taxes 
with_i1~ a 1!mnil:ipality an~l t!·ansft•rs' pi1rt or all of those taxes to the 
!numc1pahty without spec1fy111g the purposes for which the municipal-
ity may spend the 1'\'n•1111Ps and the µ:o,·p1·11or of the State in which 
the county is located notifi<'s the Secretarv of the Treasury that this 
is the case. the taxes so transferred nre t<> l,e treated as ti1e taxes of 
the m1m~<'ipali!~ and not as th~ t_axes of th~ county gowrnment. _\part 
from tins spec11ic connty-11111mc1pal rul<'. mtergO\·ernnwntnl transfers 
ar<' not taxes of the unit of gO\·emment receiving the transfer. 

IntngorN11mc~1tal tran.ifcrs.~The COll<'ept of intergO\·ernmental . 
transfers 1s 11sNl rn connection with the iiO-pereC'nt limit ( prodded in 
se~. 105(b) (-1) (C)). An intergO\·ernmental transf<'r is an amount re-
ceIYed from another g-overnment as a shar<' in linancin« or as reim-
~ursenl('nt for till' perfonnanl'e of go,·ern111£'11tal f1111eti:i1s. Ilowe,·e,-. 
it does not inclmle a payment for what mav norrnallv be r<>!..rnnl<'ll as 
the. furnishing of a. utility or a payment for a sen·ice or for article>s 
wluch arc normally soltl by persons in nongo\'ernm<'ntal rapacities. 
For <'Xample. if t hl' S~atc ptll'<'hase~ li1111or from a county package store 
the paynwnt b_\· th<' ::-;tail• for the hq11or would not eon::-titnte ,111 inter-
govemmental transfer. Onl,v those itC'ms churact1•rized as intergO\·ern-
mentul transfPrs b,v tlw Hm·,'all of th<' Census for /!<'Heral statistical 
purpose.s ,11·~ to be so tn•ated for purposes of this subtitle. 

Relat1l'e ·!11r.omP faet'?r.-The relath·e income facto1· is applieable 
1~ndn th<' 1!111 t.o the basic formula ( population tinws /!Pneral tax ,•ffort 
_tinws rt-lnhv~ 1nconw) and th<' optional form11la bus,·d on population 
m,·~1-se~,v we1:rhted for J><'r capita income. This factor is a fraction 
wluch 111 th<' ca&• of a .State is tlw per capita income of thll i~nited 
States o,·e1· prr capita mcome of that State. in the case of a county 
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area is the prr capita income of the State owr the per capita income of 
the. county area·, and in the ease of a local government is the per capita 
income of the county area ornr the per capita income of the local 
government. 

Definitions omitted by committee.-The committee amendment re-
morns from the House bill the definitions of "State indiddual income 
taxes," and "Federal individual income tax liabilities attributable to a 
State," since those terms are not used in the committee amendment. 

6. SUD)IISSIOX OF REPORTS TO SECRETARY ,\ND THEIR PUBLICATION 
(SEC. 107 OF THE llILL) 

The bill provides that each State and local government is to submit 
an annual report for each entitlement period to the Treasury Depart-
ment. Each report is to set forth the purposes for which the amounts 
receh·ed during an entitlement period have been spent or obligated 
and the amount spent or obligated for each purpose. The Treasury 
Department may prescribe the form and detail of these reports and 
the times at which they are to be submitted. It is intended that these 
reports will set forth the amounts and sources of non-revenue-sharing 
funds used for matching Federal grants s and the amounts of Federal 
grants thus obtained. In part the purpose of these reports is to indi-
cate to Congress whether the discretion left with the States and locali-
ties as to the purpose for whic-h the ren,nue sharing funds are to be 
spent has led to misuse of the funds. The committee is also con-
cerned that the funds not be used directly or indirectly as State 
or local matching funds for Federal matching programs. The re-
ports are also intended to sen-e as a way of being sure that the revenue 
sharing funds are not used for thi_s purpose. 

Each State and local government that expects to receive funds for 
any entitlement period beginning after June 30. 1972. also is to 
submit plans to the Treasury Department, setting forth the amounts 
and purposes for which that go\·ernment plans to spend the funds 
which it expects to receirn during the next entitlement period. The 
Treasury Department may prescribe the fonn and detail of these re-
ports and these reports must be submitted before the beginning of the 
entitlement period. Howe,·er, in the case of the entitlement period be-
ginning July 1. 1972, the report is to be submitted at any time pre-
scribed by tf10 Treasury Department which is before. January 1, 19i3. 

The bill fmther prO\·ides that each State and local gowrnment is to 
publish a copy of the reports described in the w-ecediug paragraphs 
m a newspaper which is published within the State and has general 
circulation within th<' geographic area of that gornrnment. The gov-
ernment must also advise the news media of the publication of its 
reports in the newspaper. 

This prodsion, which was not in the House bill. has ~n added by 
the committee in order to facilitate the public scrutiny-by the citi-
zenry as well as by the Congress und the Treasury Department--0f 
the uses to which revenll<' slrnriu:; funds are to be put and the extent 
to which the pla1med uses are earned out. 

• Under the bill, re..-enue 1harlog tuods are not to be used to mittch Federal grants. 
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