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Fiscal Assistance Act of 1972, is popularly known as the Revenue
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'on recreation programs from 1972 through 197q;/i§ere are many B
advantages to revenue sharing, such as (1) it-is predictable, since
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problems; (3} it is simple to apply for funds; (4) no arbitarary
decisions are made on merits of programs; (5) it disperses aid
‘universally; and (6) it .is administratively'inexpensive. Categorical
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It is a prlvileve for me to have th1s Dppprtuqiﬁiito
talk to you about revenu shan&ng. Two years £gd; thfs very
,

montly, you were klnd to 1nv1te me. to apeak at V‘Ur 73rd Congress

© " a Q9

at’ hqshlnpton At thaL time ln 1973, the‘Geneﬁ;

s
s

. 3 o~ . . A K ‘ ) o ‘ ;" .
y . .
program was one vear old., _— ’

b / p 1 o

rf I were giving it for ‘the first tlme. Iis'lll belleve that

, -

i

revenue sharlng is an exc1t1ng experiment, d¢signed to 1mprove

1and,strengthen the role and effectiveness 0; 1oca1 government

- - .

hat I wouldﬁretract

\

There is noLhrnf7 that I sald two years, ago

Ld

. - ) / ') .' ' ° . . -
or gorrect today. A .

«

L . - REVII:w NCE -

'
—
L]
. .
e R S I AT S et e

For those of you who were nq wigh us in Washlngton on

.

October 3, 1973 - or who opted on -t e'a,ternoon that I spoke to

)

f;sten instead to Senatpr Vance Ha tke br to the Ass1staﬂt '

s

'y -

who were'giving their

Presentations in different rooms at' e same‘time, let me review ' '

Secretary of State for Cultural A fal s,

very brief}y'what‘geheral revenfle sfaring'is about, * .. -

. : . i
. tle . ' kA
: : - . .4




A 0

Tltle I of Public! Law 92-512

.

the Stqte and Lecal Fiscal.

S A851stance Act of . 1972

is popularley known as thQ-Revenue Sharing

- Act. It was signed into law by President Nixon on October 20,

.

- 1972. 1t provides for payments of approximately,S}Q:Z billion

- to’ over 38 ,,000 general units of govérnmoan the 50 states; the

_ Dlstrch of Colum>1a and to approx1mately 350 Indian tribes and

Alaskan‘native villages. Ths funds weré appropriated to be dis-

.- tributed to the recipient governments through seven entitlement * .
T & . . ' B

..... LA e

2 : v
periods, retroactive to January 1,

»-

19Zé.énd ending od’Decembef 31,
1976. After january 1; 1973, the pa§mchts of entitlements are
mad$ within 5 days after the close of a-calendar quarter.
thé éuarter which en@ed on;%épfember 30, 1975 - a total amoung}ofh
$§2 billion has éeén dlstrlhuted to all rec1p1eht governments.

3

Two-thirds of the $22 billion has been dlerlbuted to units of

Through

[

local general government;

)

Th

’ one-third has gone. tQ the States.

©

urpose of the general revenue sharlng program is to

L

prov1de a new and Iundamentally dlfferent kind of f1nanc1a1 assis-~

v ‘
( tance tb State and local gpv§rnments. Revenug Sharing funds may
. . ) . \/ . S ‘ ,

bqyspent with a minimum owaederal.regulation.andrréstriction.

SLates may spend th01; entltlements in any expenditure category

N

%he) wish, The units of local governments have cight broad
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2 Ay

rlorltv expenditure categorics in whic¢h Lo spend’ thelr rcvenue . s
P P _j P

A
sharing funds on opcratlon and malnccnance expenditurces. In Y

/ ' { '
frbming the list of’prfority items for which local governments
, : . . > .

. a
. o
»

pé L . 4 .

may spend révenu® sharing funds, the Congress was guided by con- )

sideration of items which were clearly priority items in terms

of national objcctives. Ebe'priOri%y’expenditu%e items for . :

)

-
~

Local governments cover almost #very/activity a unit of local

government can engage in, with.the exception of maintenance and
1 - ‘o .

w

operating expenses for education, general administration expenses

v

of government, and direct transfer cash payments to welfare

recipients. Ovrdinary and nece§sary'capital;expenditurcs autho-~
. ‘v ‘ ‘ N .v $ 1 . - . \
rized by ‘law arc¢ permissible. for local governments, regardless

of the funq;ional area of the capital expenditure, _There is no
priority category classification for authorized capital

expenditu¥es.

Appropriation and expenditure decisions are. the responsibility

of the récipient government and its citizens. It 1s the citizens,

*through the reCLpient governments,.who decide how much;, {f any,

revenue shallng funds will be expended ln one category or another, -

-

WHERE DOLS RECREATION AND PARKS FIT INTO REVENUE SHARING? Co

The eight priprity catcgorics of expenditure for local
- ) - . R ' » S
recipicent governments include the category of recrcation. The

> L ) 63‘"'| .' _ , ‘

L. R
R A Z I SIS T deci 't =
‘
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Office of Revenuce Sharing has given the term

) . L I3

1 ? - . R
broad and common-scnse interpretation.

'
»

two years ago,

question '

in respohse t_given and specific’fact situations.
o . .

- we have been advised of varlous types of expenditures made by
<,

v

recipient gbvernments which we have concurred constituted valid
¢ N\ l .

expenditures for purposes of recreation.

the program has been in 2ffect,

about cligible maintenance and,operating”gxpenditures for

L, Y
recreatlon.

. If you gre roddv, I will read. thc list of eligible

re creatlonal and cultural services from A to Z,

LY

Art comm1381on -

- Art gallery
Audi torium
Band concerts
Beaytiffbation program
Bicentennial celebration
Bicycle paths

" Botanical gardens
Campground

Celcbrations, public

Civic entcrtainment program

Comfort stations, public
Concert hall
Dance workshop
Docks, public
Drama in the park
Forestry, burcau of

\ Guame wardens

Golf coursc
Harhor cemnlission

s T o4 -

we have issued letter rulings

'What is Recreation?'

"recreation' a

mentioned to you R

.

As 1

‘answering the
. ? -

These .lctter

rulings were issued

"Additionally,

Now, three years after

I cén-report to(xzigfrom A to Z

Historical soc1ety, contri-
bution to
Historic preservation .
Marina : . "
Museum : '
Music in the park . /"
Music program
Neighborhood park . i
Orchestra, public
Orchestra, subsidy to
Organized athletics ' .
Park ‘ )
Playground -
Recreation centel ;
Recreation department
Reercation director -
Regional park
;, Stadium ‘
i szinunln;4[p<x>l
¢

Tennis cdurts, indoor -




ERIC

- — . . . o~
.

Tennis courts,, outdoor - -
. Thcater y - . - o L ’
“Trec planting - . -
Visitors burcau o ‘ . ,
Wharves v . _ J L .
YWCA-YMCA, subsidy to o : g AN '
Youth club, subsidy to ‘
Zoo ' e ,
) : e . N - .
Some of the foregoing activities may be eligible for °

revenue shiring funding under otHer priority expcnditur@héﬁtee-

et . . P

£y

’,
I . . -

gories. For _cxample, public docks and wharves may constitute

- o . . . s Y
& permissible.cxpenditure of revenue sharing funds under:the -
. 'v‘
catcgorv of Lransportatiqn.‘ Game wardens may also be permis-

>

-

sible undei the catcgory of hecalth. Some recreational activities

- ’

are limited by the priority categories. /Dance workshops and music

workshops axe permissible when not a part of the formal public

school curriculum, ,flaygrounds do néf include school playgrounds,

’

N ‘ ,
maintained by the public school .system. The reason for the
. . p

qualification ofﬂuhe latter items is that maintenénzé and opera-

t

ting expcnses for education doﬂneg—constitute Bﬁ//iSSible revenue

e
shariqg,ehpcnditures. . _— = (
B - L3

How much shared revénues have becn used ibr the expcnd1tu1e
u//
category of Recreation? I can 't givo "vou an up- to- date figure

for the e¢nd of the 5th Entitlcuent Period, which cndcd June 30,

*

197). The Actual’ Use choxL for .05 w.ich were filed with the

O{fice of Rovanuo Sha11ng on Scpttrhﬂ 1, 1975 have not been

N B .
{



»n
‘

1

Y . ' ) .. .
- . -«
4 * . . . . . ! ’
1

completely tabulated. Those figures‘will be avsg?ablp shortly.,

' However, for the periodsfor the beginning of the ggéenue

= v
]

-~

—-—.

Shallng that they spent close to one- half blllléf/dOllarS/(ln

. A / ,'/"_ '
/’

actual numbers, $425 mlillon) or approximately 4+7 of the total

entltlemeﬁts (as of June 30 1974 amountlng to $9 466 bllllon)

»

on recreatlonal and culthral serv1ces. The States repgrted

.

that they hqd uscd $40 mllllon or, lA of their cntitlements on

recreaticn. ~The local rec1p1ent governmans reported the' use

/
of $3§5 mllllon or GA o£ thLlr entltlements on: recreatmOn.

-
J !
N . - .
&

'for Lhe lo¢a governmeﬁts wﬁich'feceived 2/3rds of the revenue
sharing allog ation. As you may suspect, local governments sgent
'mOre than l/%nd of their shared revenues for public safety

(36% for police, fire pigtectioﬁ; buiiding inspeq&ion, etc.).
Next, with 19% was the catcgory of Transportation - (roads,
streets, brldges, publlc transit systems, etc.). General multi-

purpose govcrnmcnt and env1ronmtntal‘protect10n accounted for

!
¥
11% and 107, rospoctlvel" of 1ocaT expenditures of sharcd
. P |
revenues. lealth accountcd‘for 77, just ‘a shade ahedd of recre-

. ‘Q’ ’ ' . ’ . . )
ation, which\as I mentioned before, was 6%. Iho remaining cate-

gories werce 37 or less.

ksharing program (retroactive tQ,JanUary 1, 1972) through.June 30,

197& all eclplcnt governments reported to the Offlce of Revenue . -

—

4
Howevor, .let's look at the pitture a bit closer, especially

3




An undetermined, but probably substantial, number of

.

.dollars in these 'other" priority-areas may have probhably

been spent in support of récreation. Police and fire séryices =

S

arc obvious for their impact on recreational areas and facili-

. . RN a . . . - - -
- ties, But our recipient governments aiso,ﬂdvise us that re¢venue .
. [ 4 . . .

a

sharing funds have been used to build roads to recreational

. L. ’ . )
facilities. ¢ Total benefit of reverue shhring to "recreation"
t - - .t ) i

j; B is probably uncalculable, but must cOnsidcrably«éxceed $425,

[N

-million. T S
/ _ . : ' Revenue Sharing after Three Years
/ e After threce years of working with the revenue sharing

program as its chief legal officer what do I consider the
' ‘//

’

advantages of the program?
First of all, general revenue sharing is predlctable.
» Under Title I of the Revenue Sharlng Act, Congress appropriated
funds fon\five years in édvance Unllke the categoricéi grants
for vhich Congress mak¢s annual aépropriations, recipient gov-
-ernméntS»know that they can expect*to receive' their revenue

,«“ “. R .
sharing entitlements in quarterly™payments in each October,

January, Aptil and July. : ‘

I3

. ~ Seccond, the seneral revenue sharing program is flexible.

Revenue sharing funds may be usced almost entirely as the recipi-

ent rovernments find the necd and urgency to use them, The
. ’ . . :
. t ‘ ' . {
O / . ,‘3)
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forms Wlth the Offlcc of Revenue Sharlng each year ? There is np

'.,equitable. No appllcatlbns are requ1red There is no room for

‘of the revenue sharlng allocatlon formula. The data used in the

s

. K > R ) . \.
-8 - | ' " ,
{ ’ . 7 -
responsibility for lgcal expenditure decisions is where it

belongs - on the local government, not on Federal officials.
in Washington. )7

Third, the general revenue sharing‘program f% free of -

red tape and Federdl bureacratlc oversm@ht.' The restrictions

arec few, the most. 1mportant bclng the obvious one of nondls-
ER | ‘
crimination on the basis of race,. color, national otigin or
. 7 e
sex in any pfoject ,or activity funded with shared revenues.
fi4 ’ Ce &,

.
.

Local recipient gove?hmeﬂts are required to file only two simple ,

## -

- Ay
"bureaucratlc overklll"‘ln the execution ana admlﬂlsﬂratlon of -
Y

general revenue sharing. S t

Fou1th the general revenue sharing p&ogram 1$“fa1//and '
CR b

value Judgments or personalr predisp051tlons in the appllcablllt}

allocation formula are supplied by ‘the Bureau of the,Census and
every reciplcnt govcrnment is fully advised of its data elements

used in the formula and is given the opportunlty to challenge .

or verify that data. All data.and reports of all allocaElona

’ « ® e, , y: /

arc published by the Office of Revenue Sharing at regular intefi/////a
. . / ) ;

vals. We have no scercets locked into Lhc/lnn(k recesses of ours

E pd
/

computer, The revenue sharlng proi/iy/bpe rates under thc pfinc1p10
) . : * /




of maximim visibility. The program was created for ‘the bonefit
of §\ato and local governments, not for the benefit of a Federal

bureaucpaty.

Fifth, 'thefgceneral revenue sharing program is universal

’////;n its effects.

general governmgnt, While we recognize that different types

-

{ -

I

o~

Shared revenues go to all states and units of

v

and sizes of gpvernments have different needs,‘we recognize some-

thing else - fhat is, that all governmcnts have varying and

preSSLng neefls Lhat must be satisfied.
R the general revenue sharing program is inéxpensibe

to adminisfer. The Office of Revenue Sharing hus ca total staff

of about 0 persons. The costsof ﬁdministration is ridiculously

Yow'- alfout 13/100th of ond¥ percent of Lhe ‘funds distributed in

o

an cntitlement period Incxdcntally, the administration costs

come from the gqnéral appropriation of_the'Treasury.Departmént s

9

: /
and not by reduction of the entitlements. For this 13/100th of
'one‘perébnt the ORS for fY 1914 answered mdre than 6, 000 written

questions anﬁ over 14,000 telephonc inquiriés from recipient

governments, Conzressmen, public interest groups and citizen .

*

‘organizations, - IanY 1974 we responded to more than 700‘Congres-

sional inquirics\alone. We mailed out 47, 000 pieces of printed

‘.

o informntion (o*c(ﬁdlnh revenue, shdiin' checks but including, of

t

11

- ——
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coursc, requests for multiple copies:of a publicafioh).. We

~

o pSRie S Pl A o S A

- /|

verificd 3,500 paymcnts'to'recipicnts upon reéquest of indepen-

» . . -

dent public accountants and State auditors. We corrected and

. revised approximately 2000 data items, We isgﬁéd‘app%oximateif, .

~
.

’

300 legal opinions in response to spccifi 1nd1v1dua1 rejzﬁsts
t

of goverhmuntsof’As a footnote, I might‘add that t of R &
. - ! ’ R »
.  administration~of the categorical grants varies/ﬁ;om a low 2% ///

~

.

to a high of 4% of the'funds‘disBUrsed.

. T maintain that the foregoing -are ade?tagé of general

%

/
revenue sharing cspecially when I compare revenu?/sharing.with'

v

the Federal categorical granE programs. What do I sce about
' . . . i . 4
the grant programs which, in my firm judgment, compqres.unfaytrably

with general revenue sharing? I have time qqu‘to sketch'a few .

~ . ’ ' C e

. in brief: ' L
. 4 . . ' ' ~ 4

1, The categorical grantsjggnd‘to distort locdl priorities,

identified'With specific objec-

~

//. because the Federal grant honeﬁﬁi

tives and the 10ca1 match funds are fltLed to producc the Federal

i -
- [ b

Y grant, irrespective of vital necds., The local match funds - once

coﬁmittvd)ﬁo attract the Federal grant - have no‘alternative i

i .
. . ﬁﬁf N ‘
use, . Sltyatlons and’priorities may change, but the local funds

. arec comy Jitted, Lo ‘ ' { - .

. 7 . [
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;Ament

The ‘art of "grantsmanship"affordaflefby the 1arger

units of gove works» to the. dlsadvantage of the small and
. :

§ whlch are not able to employ

the expertise requi : ct'grant RO EY - An example
.reported in late 1972

involved the City o£ Fountal I > ornia. Fountain

L

Valley 1ep01ted to the Senate Subcommlttgé/on Intergovernmental

. T

Relatlons —,and 1 quote' » B . T

”We did not apply for a' c’rant for b}cycle

trails since the amount whichjwould be recerved1cou1d>
not be justiﬁied by the'amount'of work in‘applying:"

3
- ~ . Kt
o

_ 3. The'bureaucratic requirements of.the grant programsﬁ
3 EEEN ‘:l. v ‘ N B ‘[”
to enéure that the Federal funds are expended and accounted '

@

for in accordance with theqspeclflc prlorltles required under

the grant leglslatlon presents local government w1th extens1ve

compllance and reportlng burden. At the same heallngs referred

to a moment ago, the Clty of Warren, Mlchlgan 1amentedpthat the

reglonal offlce of one Federal agency boasted that it had reduced

the admlnlstratlve cost of process1ng a $10 000 1oan to $10 000.
1 do’ not‘lntend the foxeg01ng to constltute an 1nd1ctment
of thc total categorlcal grant approach nor to suggest that we

do not need narrowly dcflned lntergovernmcntal assistance in
- o . . )

s . - 15
A - 4

ey

B
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‘revenue sharlng.

v

pronrﬁm afeas where clcarhy,defined national priorities‘GXist.

v n
L4 ] . -
- + "

‘The catcgorlcal glants have fun ed many worthwhlle projects

and the Admipistra tion has not vietved gcneral revenue sharlng C

1 .

"as a rcplaccment for catcoorlqal and s1m11ar forms of cheral P

7’

ass1stance, categorical, C*rant: fundan,has do e a presentable

job of targetlnc real and lmmedlate local needs “and of accommo—

4

daglng ehpcndltures to natlonal social prlorltles. On balance,

howevel, it is my Judgment that sha"ﬁd revenues are sunerlor to
%
categor;eal funding. In this connectfbn;_we should not overlook -
~ . a g .

the 50called."block'granfs” (sometimes referred to, perhaps
. -,/" I
erroneoysly, as ""'special revenue shallng.ld; Block grants seecm

-

. \\\— .
to be a ratlonal complomlsg betweem‘the ploponents of ca egorlr’ls\
)
fgrants and general revenue shallng... I am sure you are fam111a1

- - N

wi th block grants such as LLAA CETA. (Comprehens1ve E ,’oyment.

- .

'Tralnlng Act) and tho Hous1ng and Communltx\ﬁeGEiopment Act of \\;\

————a o~

'1974 Thc 1atter two have‘some_of the character{s21c§“6f~gen83§i

| -~

revenue sharlng program has been the most

°.

The_g_nera

thoroughly~st dichl Federal assistance program in. hlstory It has

- . ~

been the suchct of studv ‘and scrutlny by Congressional committees

-

and b\ more 1nd1v1dnals, acad(n1c1ans public 1ntcrost groups,

v

. cconomists,, polltlcal sc10nt1sts task forces, (both privately .




A\

. /I,l),*" . . . . » - 13 - ) ‘. . ' . | ’ ; :

. .

_funded and publlcly Supported) than any other Federal plogram

-

. /

-~1n%the hlstor} of the Federal govergment. In the House of .

Representatlves the follow1ng/eg%iattees (or subcommlttees)

S - e S
‘haye had hearlngs on General Rcvenue Sharlng The Committee .

o # -
on Coverpment Operatlons the Jud1c1arv Committee's Subcommittee
7 g )

on C1v11 nghts and Const1tut10na1 Rights, the House. Budget

Committee and the Approprlatlons Commtttee. »In the Senate, T

,y . -

the. Commlttee on Flnance and the Committee.on Government Opera- .

» -

tion's Subcommittee on Intergovernment Relatlonq : In addltlon

@

the1e have been.h&arlngs before the Joint Economlc Commlttee. .

\ -

'No other F\Beral a881stance program has been the SubJect of

- . .

such intense 1n¢estlgatlon by such 2 varlety of organlzatrons, A

-

1nclud1ng (besides the Treabury Department) at least three -
/-

other Federal agénc1es So, there is a- 1ot of informatlon about

I
!
N

General Revenue Sharlngnnow avallable o L. - L
B L : . T

kS

The primary. purpose and objecti&e of these studies and

‘investigations are to ascertain "how the general revenue sharing

’ -

’

program is operatlng, whether it is meetlng the purposes for *-;

whlch the Congress enacted the measure in 1972, whether the

A

allocatlon formula ‘operates to dlstrlbute funds equltabl\
whether the program should be renewed when it termlnateq on
Decerber 31, 1976 and, if so, what changes, if-any, should be

made. . S o | ' -




-%-s # YT,
In August 1974 ’sh01t1y after aSSumlng offlqe,

- ‘.;':’ ‘i

2

resident

/
POt

Ford cstabllshed a ‘@udy group to analyze revehue shatyng. .

That group became kﬂoﬁn aq the Treasury task f01ce Since it was | .

‘
. S

headed by the Under SeCretary of the TreaSulJ ~ The task force
e\amlncd and conSLGered a wide range‘of chankes in the revenue

®
v

. sharlng program sought to make an asseSSmeﬁt of the programs e

- »
°

perf01manCe, and sought the lecommendatlonﬁ of diverse groups;

. »

In Janmu3'1975, it made ‘its recbmmendatlo s to-theKPresident.
. RS ° .

I .

b N

resented to the Congress -
: S

proposed 1eg1s1atlon to extend and revibe the Revenue Sharlng

on Aprii 25,“1975, President Ford.

(

A-t -at apprbximately the ~same fundlng level through September 30, m\\
. . . 7? . *
- 19&2. 'hssentlally, and_briefly,fthe President's 1egislative ' .

~

-proposal retains the basic features of the current revenue sharing

program while dffering a number of Ehanges' prlmarlly to strengthen
the civil rights pxoV1s1ons of the ex1st1ng law, and to strengthen

" public participation in determlnlng the use of shared ‘revenues- =
/( s . . ) v 7 . R Ca
The Administration's proposal retains the current eligibility

v

requirementsnand preserves_the basic allocation formula, ékcept -

. : -

for ralslng at 6A per year the max1mum per caplta constralnt
'ffrom 145% to’ 17SA of ‘the average pexr caplta grant in.a state.

. The Administration's proposal for extension offgeneral revenue

~ B . E

“ sharing was introduced in the House'on April 30, 1975 and in
aring _ Ap , 197

the Sc-naWay 1. _ . -

L : 16 .




»

‘of the revenue sharing program is likely

e hearings, and

The extensi

to require many days of Congressional commit

a fair amount df time. It is important, however that the .

State and local governments know where they stand and whether

> -

to receive shared 1eVenues past December 1976
- L 4

o«

theyﬁ§an egpec

S

and in- what amounts and undQL what condltlons The President

\ . r B

Stated it this way in his tranSmittal message:

Sk N Eﬁfectlve plannlng at the State capltols-

g:ty hdlls, and county courthouSes‘w111 requlye'- e
action in-thig first;session of the.94th Congress. ‘
In fact-vln the fall of 1975 many of our&States and _‘.' - 1}

1ocal governments will be preparlng thelr rlscal

A
year 1?77 budgets. It'w111 be essentlal for them

xk‘to kn'w .at that time whether General Revenue Sharlng

Sty
!

‘ Y.
xn

will be available to them aﬁter December, 1976,% *

a Pl . ~

i

ent session of the Congress adjourns. o 47
0 sum up, General Revenue Sharing has been in being for -
years., It is working. It has cdemonstrated its legitimacy.

: _ _ A .

. e

It is supported by divcrse:é}ouhs of advocates. It is a land-

.

mark in Federal-Statce-Local fiscal rclationships: Revenue

[y




“ - . . n . ‘ix’j
- 16 - . ‘f? %
. . . . i
\ . A . - L {\
- * . . . Vfl’
sharing is an. cxpression of confidence in the abiflity of State £
: g s o ‘> o , g
"and local officials to wisely and ecffectiwely epecute their L.
; . T / > ' i
responsibilities for governing their communities. Most of E
- ‘ , te - : :
all, General Revenue Sharing is an exciting program. Those ?
- . of usrwho have been intimately involved with its work from . :
> ' 1y \ i’ v : L ‘. .
day-to-day for the past three years, are confident that its -~ . .
’ _ . & . , 9 ) J
future is bright and assured. =~ = - L . _

‘ ~ P ) . \) ‘
Thank you for your cordial hospitality-and for the .
opportunity to be here in Dallas with you.- . ¢
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