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· MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE ACTION 

WASHINGTON Last Day: July 17 

THE PRES 

JIM 

Amending the definition 
of "city" for tax purposes 

Attached for your consideration is H.R. 10572, sponsored 
by Representative Breckinridge. 

The enrolled bill would enlarge the definition of the 
term "city", as set forth in P.L. 93-340 of July 10, 
1972 to encompass certain municipalities, towns and 
townships and thus permit these jurisdictions to enter 
into agreements with the Department of the Treasury for 
the withholding of locally imposed income and employment 
taxes from the pay of Federal employees. 

Additional information is provided in OMB's enrolled bill 
report at Tab A. 

OMB, Max Friedersdorf, Bill Seidman, Alan Greenspan, 
Counsel's Office (Lazarus) and I recommend approval of 
the enrolled bill. 

RECOMMENDATION 

That you sign H.R. 10572 at Tab B. 

Digitized from Box 50 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUL 7 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 10572 - Amending the definition 
of "city" for tax purposes 

Sponsor - Rep. Breckinridge (D) Kentucky 

Last Day for Action 

July 17, 1976 - Saturday 

Purpose 

To amend the definition of the term "city" to permit the with
holding of income and employment taxes imposed by certain 
local jurisdictions from the pay of Federal employees. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Advisory Commission on Inter

governmental Relations 

Discussion 

Approval 

Approval 

Approval (Informally) 

The enrolled bill would enlarge the definition of the term "city," 
as set forth in Public Law 93-340, to encompass certain municipali
ties, towns and townships and thus permit these jurisdictions to 
enter into agreements with the Department of the Treasury for the 
withholding of locally imposed income and employment taxes from the 
pay of Federal employees. 

Currently, the definition of a city contained in P.L. 93-340 
which was enacted July 10, 1974, and provides that cities in which 
over 500 Federal workers are regularly employed may conclude 
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agreements with Treasury to withhold local income and employment 
taxes from the pay of such employees -- is limited to those 
political subdivisions which are duly incorporated as a city 
under the laws of a State. Pursuant to this 1974 Act, 52 cities 
have requested and about 40 cities have signed withholding 
agreements with Treasury. 

In the case of some municipalities and towns, however, the 
Department has declined to enter into such agreements, when 
requested, because these jurisdictions do not technically 
meet the test of a city under the law. H.R. 10572 would remedy 
this situation for those jurisdictions which are not incorporated 
under State law but which possess all or many of the customary 
powers of a city so incorporated. The enrolled bill would achieve 
this objective by expanding the definition of "city" to include 
any unit of general local government which is classified as a 
municipality by the Bureau of the Census or which is a town or 
township which, in the judgment of the Treasury, meets three 
criteria relating to population density, scope of governmental 
powers and functions, and absence of unincorporated enclaves 
within the boundaries of such town or township. 

Enclosures 

}?., . d;:u;; 
Assistant Director fo 
Legislative Referenc 



THE WHITE HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: July 7 

FOR ACTION: Paul Leach 
lax Friedersdoff 

Ken Lazarus 
Bill Seidmad AlanA$an 
Seeve McConahey ~ 

FROM THE STAFF SECRETARY 

DUE: Date: July 8 

SUBJECT: 

Time: 615pm 

cc (for information): Jack Marsh 
Jim Cavanaugh 
Ed Schmults 

Time: 530pm 

H.R. 10572 -AmendJbag the definiaion of "city' 
for tax purposes 

ACTION REQUESTED: 

__ For Necessary Action __ For Your Recommendations 

__ Prepare Agenda and Brief -- Draft Reply 

~For Your Comments __ Draft Remarks 

REMARKS: 

please return to judy johnston, ground floor west wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 

delay in submitting the required material, please 
telephone the Staff Secretary immediately. 

K. R. COLE, JR. 
For the President 



THE GENERAL. COUNSEL. OF THE TREASURY 

WASHINGTON, D.C. 20220 

Director, Office of Hanagement and Budget 
Executive Office of the President 
Washington, D. C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

JUL 6 1976 

Reference is made to your request for the views of this Department 
on the enrolled enactment of H.R. 10572, nTo amend title 5 of the United 
States Code to provide that the provisions relating to the withholding of 
city income or employment taxes from Federal employees shall apply to taxes 
imposed by certain nonincorporated local governments." 

The enrolled enactment would amend section 5520(c) of title 5 of the 
United States Code to change the definition of the term 11city11 as it 
applies to the withholding of city income or employment taxes from the 
pay of Federal employees. Under existing law, the term means a city 
incorporated under the laws of a State and in which 500 or more persons 
are employed by agencies of the Federal Government. The amendment would 
retain the 500-employee criterion but would expand the definition of 
city to include municipalities and certain unincorporated towns or town
ships that meet criteria established by the Secretary of the Treasury. 

The enrolled enactment would benefit Federal employees who do not now 
have the withholding option by giving them a systematic means of meeting 
their local tax obligations. 

The Department recommends that the enrolled enactment be approved 
by the President. 

Sincerely yours, 



1 ') .. . 

July 7 

) 
\. 

Paul Leach 
Max Friedersdorf 
Ken Lazarus 
Bill Seidman 
Steve McConahey 

., 

r, 

615pm 

cc ( •• or . · ): Jack Marsh 
Jim Cavanaugh 
Ed Schmults 

Alan Greensp~ 

----- - ~------------~~~~------Tim(§ opii!:) : Do July 8 

ECf: 

H.R. 10572 -Amending the definition of "city" 
for tax purposes 

• ~CTI )N EQUESTED: 

__ For ecessory Action __ For Your ' ~rnenda.tions 

Prepare Agen( a. · Brie£ l - J t y 

X T"or our Cor.1ments 

REMARKS: 

please return to judy johnston, ground floor west wing 

PLEASE ATTACH THW COPY TO IVIATERIAL SUBMITTED. 

If you hov 
d~lay i1 

'"--· ~l 

any que . , 
:tting 

( ~f 

or i£ you antici.t ' 
r ~ , ial, 

ct 
J 
T;• 

n ~ · ; rn l• 

Canno 1 
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July 7 

R 

,. . 

_ . Paul Leach 
Max Friedersdorf 
Ken Lazaru ......... 
Bill Seidman 
Steve McConahey 

:1 ) July 8 

1.. J • 

615pm 

. ( \ 

Alan Greenspan 

I \.. • 

·Jack Marsh 
Jim Cavanaugh 
Ed Schmults 

530pm 

H.R. 10572 -Amending the definition of "city" 
for tax purposes 

-- or ct a rl lo · 

Prepa ' .., d(~ a I ~ t • 

X ... ""' ... our - • :1 ••• . D .. t 

REMl ,. · 

please return to judy johnston, ground floor west wing 

No objection- Ken Lazarus 7/8/76 

PLEASE ATTACH THIS COPY TO MATERH\L SUBMITTED. 

I£ you he a-ny : :\S or ~, a ' , 
1 ; a 1. n . .. '! s 

t 1 t ( .. ,. . -.. 



THE WHITE HOUSE 

WASHINGTON 

7/8/76 

TO: Bill Kendall/ Charlie Leppert 

FROM: Jane Greenleaf 

Comments Please 

CL - sign 

BK -,no comment 



r.ffiMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

JIM 

MAX 

Wf·\SHINGTON 

July a, 1976 

CAVANAUGH ~ 

L. FRIEDERSDORF IVJ..u 
H.R. 10572 - Amending the definition of 
"city" for tax purposes 

The Office of Legislative Affairs concurs with the agencies 

that the bill be signed. 

Attachments 

• 
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AC'.1.. 

)' · ) l I ' () .!. 

July 7 615pm 

• . Paul Leach cc (' 

- ., .. 

Max Friedersdorf 
Ken Lazarus 
Bill Seidman,_, Alan Greenspan 
Steve McConahey 

Jul 8 

Jack Marsh 
Jim Cavanaugh 
Ed Schmults 

530pm 

H.R. 10572 -Amending the definition of "city" 
for tax purposes 

REQUES' ~D: 

_For Necessary Action For .... O\..' .. '• :COl\"\ • Hons 

Pr po. m .d . ie 

X for • ou-r ' ments -Dra ... ·arks 

REM.t,RKS: 

please return to judy johnston, ground floor west wing 

PLEASE ATTACH THIS COPY TO I'liATERIAL SUBMI'I'TED. 

If you have a.ny q Hons or if you anticip.tte a 
del ix :0 ~u: · 
t 1 • ,, I c " r , 

rec mU\ ial I 
th ... ;.:, (. l 



ADVISORY 

COMMISSION ON INTERGOVERNMENTAL RELATIONS 

WASHINGTON , D.C. 20575 

Mr. James M. Frey 
Assistant Director for 

Legislative Reference 

July 7, 1976 

O.ffice of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Dear Mr. Frey: 

The Advisory Commission urges Presidential approval 

of HR 10572. The Commission is on record favoring the 

withholding of city income taxes from Federal employees. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUL 7 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 10572 - Amending the definition 
of "city" for tax purposes · 

Sponsor - Rep. Breckinridge (D) Kentucky 

Last Day ·for Action 

July 17, 1976 - Saturday 

Purpose 

To amend the definition of the term "city" to permit the with
holding of income and employment taxes imposed by certain 
local jurisdictions from the pay of Federal employees. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Advisqry Commission on Inter

governmental Relations 

Discussion 

Approval 

Approval 

Approval (Informally) 

The enrolled bill would enlarge the definition of the term "city," 
as set forth in Public Law 93-340, to encompass certain municipali
ties, towns and townships and thus permit these jurisdictions to 
enter into agreements with the Department of the Treasury for the 
withholding of locally imposed income and employment taxes from the 
pay of Federal employees. 

Currently, the definition of a city contained in P.L. 93-340 
which was enacted July 10, 1974, and provides that cities in which 
over 500 Federal workers are regularly employed may conclude 



94'l'H CoNGRESS } HOUSE OF REPRESEN'l'A'l'IYES j DocUMEN'J' 
13dSession 1 No. 94-1008 

FEDERAL EMPLOYEE WITHHOLDING FOR TAXES IM
POSED BY CERTAIN NONINCORPORATED LOCAL 
GOVERNMENTS 

APRIL 5, 1976.-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 

Mr. HENDERSON, :from the Committee on Post Office and Civil Service, 
submitted the following 

REPORT 
[To accompany H.R. 10572] 

The Committee on Post Office and Civil Service, to whom was re-. 
ferTed the bill (H.R. 10572) to am<>nd title 5 of the United States 
Code to provide that the provisions relating to the withl10lding of 
city income or employment taxes from Federal employees shall apply 
to taxes imposed by certain nonincorporated local governments, 
having considered the same, report favorably thereon with an amend~ 
ment and recommend that the bill as amended do pass. . 

The amendment strikes out all after the enacting clause a!}d ~nset:ts 
in lieu thereof a substitute text whi~h appears in italic type in the 
reportt>d bill. 

ExPLANATION OF. AMENDMENT 

. The committee amendment to H.R. 10572 substitutes an .entirely 
new text for the 'text of the intro.duced bill. However, the substitute 
text merely altevs the style and form of the provisions of the bill and 
does not make any· substantive change in the provisions of the intro· 
dnced hilL · · 

PURPOSE 

. The sol~. purpose of H.R.' 10572 is to amend· the definition {)f the 
term "city" as set forth in section 5520(c) (1) of title 5, United States 
Code; so as to permit the withholding of income or employment taxes 
imposed by certain muriicipalities and towns or townships which meet 
the criteria specified i~ tpe bill. 

CoMMITTEE AcrtoN 

'H.R. ·10572, as amended, was ordered reported by unaniinous voice 
vote of the Committee on Post Office and Civil Service on March 18, 

57-006 
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1976. No hearings were held on this bill becauseof the noncontroversial 
nature of the proposed amendment. A hearing was held on H.R. 8660, 
subsequently enacted as Public Law 93-340 (Hearing No. 93-95, No
vember 14, 1973), relating to the withholding of city taxes. 

ll;\CKGROUND 

Public Law 93-340, enacted July 10, 1974 (5 U$C. 5520)', provides 
for the withholding of city income or employment taxes from the pay 
of Federal employees where a city ordinance provides for the collec
tion of such taxes and imposes a duty on employers within the taxing 
jurisdiction to withhold taxPs. The law provides that the Secretary 
of the .Treasury, under certain conditions, shall. enter into an agree
ment with the city to provide for such withholdin~ from the pay of 
Federal employees who are regularly employed within the city. For 
purposes of this law the term "city" is defined as meaning one which is 
duly incorporated under tl1e laws of a State and within the political 
boundaries ~fwhich there are 500 01' more persons regularly 1:li:npl0yed 
by all agencies of the Federal Government ( 5' U.S.(\ il520 (c) (1)). 

.STATEl\U:NT 

There are no more than 12 states which authorize cities to impose 
h1come or employment taxes. Since- enactment of Public Law 93-340, 
52 cities have requested withholding agreements with the Department 
of Treasury. Approximately 40 a~reements ai'e currently in effect. 
However, the Department has declmed .to enter into agreements with 
several jurisdictions because the fail to meet the technical requirement 
of the existing law-i.e., be duly incorporated as a city under the laws 
of tt·State. An example of such a jurisdiction can be foimd in Kentucky 
where the city of Lexington merged its governmental functions with 
the county of Fayette to form the Lexington-Fayette Urban County 
Government. 
· 'l'hile this Government possesSes ~ll of the ·powers of a· Kentucky 

city, it, iri £act, is not incorporated a.s a city under the laws of Ken
tucky an~, ther~fore; does not :fall.within tl~e degnition of "city" as 
set forth m section 5520 (c) (1) of title 5, Umted States Code. 

. Since the enactment of Pub lin Law 93..:..'340,this committeeh·as been 
ma~e .aware .that th~rei exists in ma~1:y states political,subdhisions 
whteh; although not mco1·porated as ctttesunder the State: law nevel'
theless P?SSess~ an or· m'ny of the· power~ exerc_ised. by su:Ch i~C(J.rpo-': · 
rnt:c~ crtJes. 1.h~ .commrttee finds no. val:d bas1s for excludihg .Sne'h 
pohhcal subdiVISions from the··appllcatwn of th(~ tax withholdin()' 
pr~visio~s.of 5 t:~S:C. 5520. Therefor~, ,H.lt. 105,72 proposes~ am~:pd 
th<\ d~~mhon ~£ "c;1~Yn 'to m~a;n a:.:y umt of genetaUoeal gov~'mJn:e!lt 
whtch 18 elass1fied. as a mumc,pahty bv. the. Bureau of tHe Qensus: or 
which is_a· tmn1 or to\vnship ·whieh,'in'ihe determination b£ tbeSecre-. 
ta.ry of the Tr~~S"tti·y. meets th~ three c!it~i!t gpe_~!fiM·in the)ill. The 
amended defimtwn \vould retam the ex1stmg reqmrement'fflidt there be 
at ]east 500 pt>rsons regularly ernployed by the Federal Government 
within tlw political boundaries of fhe taiing jurisdiction. The com
mittPe l?e1ieves the amen.ded qefiniti<m, of "city" to be sllfficie~tJy :O.exi-

- ' '·)'' .. · .· ,. . ' '' .· ' 

'ble to avoid the type of inequity that has occurred under the existing 
law. · · · ·. . . . . 

ANALYSIS OF . H.R. 10572 

The first section of the bill, as amended by the Committee amends 
t~e definition of the term "city" as set forth in section 5520(~) (1) of 
title 5, United States Code. Under existing law "city" is def'.:med as 
meaning one which is duly incorporated under the laws of a State and 
within the political boundaries of which there are 500 or more persons 

. regularly eJXl.ployed by all agencies of the Federal Government. 
~Tnder 'the amPndment the term ~"city" ~s defin,ed as meaning any 

~put of general local government whtch (!) IS classified as a m,unicl:J;>8:l
~ty by theBu:eau_of the Census, or (2) IS a town or township wluch, 
m the determmahon of the Secretary of the Treasury, meets certain 

specified criteria. . · 
·with respect to the classification.of· municipalities by the Bureat1 

of the Census, thf"rP is s•~t forth l;elow an excerpt from Volume 1 of the 
1972 Census of GovN·inuents published by the Burean of the ·C~n,a11s. 

~~UN ICH>ALI'l'H<:S 

· Fo_r .P~.trp .. os~s ~y£ Ce~1sus cl~:J,ss}~cation, a municl.pality is a politica. I 
subdlvl~Ion Wltlun .wluch a mm).lcipal ~orporation has been established 
to provide general loeal government for a specific population con

. Cflntra~jpll in a. defined· area. A municipality may be legally termed a 
c1ty, v'lllllge, borough (except in Alaska), .ox· town (except m the ~~w 
England States, New York, and Wisconsin). In Alaska the term 
~'borough" corresponds to units classed as county govern~ents and 
m New.England,New York, and '~lisconsin, the tenn "town" relates 
to at; .area subdiyi~ion which (although it inay be legally termed a 
mume1pal corporation and have. a similar governmental organization) 
has no necessary relationsh.ip ~o lt concentration of population and 
thus .c~m·e~J?onds to townsh1ps 111 other Stat.es. The above concept of 
mummpal~tu•.s ~orresponds generally to ~he "mcorporated places'' that 
are·~egogmze~m Censu_s Bureau repo~mg <:f population and housillF' 
·Sta~~hc~,subJect to an Important qualificatiOn-the count of muniCI
pahties m tlus report excludes places which are reported as currently 
governmentally inactive . 

A tota~·oflR,5F municipalities are reported in existence as of early 
19'72. Tlus IS an mcrease of .46~ ove~· the munber reported in the 1967 
Cen_sus.o:f Governments. Ilhnms, ''nth 1.267 such governments at the 
begmnmg ~?£ 1972, has more municipalities than any other State. 
Pet;nsylvama has 1.012 municipalities~ Texas has 981~ Iowa 951, and 
OhH~ ~)l6. J~.t the other: extreme ar~.> seven States with fewer than 50 
n?ummpal~hes ellch-Qonnecticnt, Hawaii, Maine, . Massachusetts, 
Nevada, New Hampslnre, and Rhode Island. It may be noted that 
five. of these seven are .Xew England ~tates, '~her~ a stro~g town 
g()ve;r:.:me~t; o~ten pwndes urban. services ordrqardy provided by 
mumc1pahties mother States. · 

~~s table 10 shows, more than 132 million of the inhabitants of the 
!Jmt~d.States live in a~a~ with r~mnicipal government, and more than 
o6 nulhon of these mummpal residents live in the 153 cities of at least 

H.R. 1008 



.iOO,OOO population:~ The majority of municipalities (52 percent) have 
fewer than 1,000 inhabitants. However, these 9,664 small municipali
ties account for only 3 percent Of the total municipally served popu
~ation, as sh~wn by tl1e following tabulation, based on tables 9 and 10: 

Municipalities 
Population se~ved by · 
:municipalities, 1970 

Number 
Percent (thousandJ) · Percent 

100.0 132, 244 100.0 

.8 56,500 42.7 
1.2 16,130 12.2 

'2.4 15,668 ' 1'1:8 
6.1 . 17,656 13.4 
7. 5 9, 855 7. 5 

10.3 6, 731 5.1 
19.3 5, 706 4. 3 
52.2 3,998 3.0 

Under tho amended definition of "city", a tmvn or township may 
qualify for a tax withholding agreenwnt under 5 U.S.C. 5520 if, in 
the (letermination of the Secretary of the Treasury, such town or 
township ( 1) possrsses powers and ~>erforms functl.ons comparable 

,ti> tho&' associated with municipalities. (2) is closely settled, and 
(il) contains within its boundaries no incorporated places, as defined 
by the Bureau of the Census. . · 

The amended definition of "city" retains the existing requirement 
that there be 500 or more persons who are regularly employed by all 
agencies of the FPderal Government within the political boundaries 
ol the local government. . . .. . 

S~>ction ·2 of the hill proYides that the amended definition of "city" 
shall takP efl:'pct on the date of the enactment of the Act. 

CosT 

The ('ommittPe has determined that no additional cost to the Govern
m€mt will result from the enactment of this legisJatimi.'The statement 
fni·nished bv the Conl!ressional Budget Office pursuant to section 403 
of the Congi·pssional Budget Ad is set forth below: . · · 

CoNGRESSIONAL Bu'DGET O'FFrcE, • 
Jlfareh·22, HJ76. 

1-lort. DAvin X. IU~Xn:ERso~-, ;.-
Oiuiirma.n, Oommi.ttce on Post Office a.nd Oivil Serl'iee, U.S. House 
· o(Repre8m1tath·es, Washington, D.O. · 

Dt<:AR Mn. CnAunr.\~ : J>n!·suant to Section 403 of the Ooug~s&i(>Iia1 
Hudget Act of 1974, the Congressional Budget Office has reviewed 
H.R.10572, eity income tnxwithholding. , . 

Based on this re•iew, it appears that no additional costs to ·the 
·govei·nment ~would he ineurred as a result of the en(lctment .of this 
l)ill. '. 

Sincerely; 
ALICI'l M. RivLIN, : 

Directm<. 

H.R. 1008 

. OVF.:RSIGJi'J! . ' '• 

. Uiide;··the rules of the Conlmittee on.~~st Off!.ce ~nd Civil ~ervice, 
the Subcommittee on :Manpower awl Cwil Service l!l ;1~csted with, ,kg
islative and or-Prs~ght juris~lietim1 over the subject ~natter of ;thls 
legislation. J,s a result of meetings with, and correspondence.rece1ve_d 
from, individuals coneemed ab()ut the problem addre1'sed by th.js 

'legislation the subcommittee and full committ~ concluded that -t~tere 
was ample justification for amending the law m the manner.pronded 
under H.R. 10572. · . . . : , , 
· The committee recei\·ed no report ,of on1rsight f41~i~gs or recom
mendations from the· Committee on <;iovernment OperatiOns pursuant 
to clause 2(b) (2) of House Rule X. . 

lKFLATIOXAUY hrP.\CT i;h.~TEl\IEN'; 
rurs1iant to cJause 2 (I> ( 4 )of n·01:se Rule :~n, _tile, eominitt~e has 

concluded that since ther~>.is no rost mvo1vPd~ the C>nactment of H.R. 
101)72 :\,'il,LhaY~ no i11thihonary impad on the national economy. 

AGENCY Vmw~ . 

The report of the G.C>neral Counsel of the Trea:-mry on U.R., 10572 
is set forth below. 

THE GENERAL CouNSEL oF .. THE TREASURY, . 
· Washi'rigtofi, D.O., February i2~ 1!/76. 

Hon. DAviD N. HENDERSON, ' · ' · 
Chairman, Committee on Post Office and Civil S~r'Viee, Hov.~e of 

· Repesentati1.,es, Washington, D.O. 
DEAR MR. CHAIRMAN ; Re.ferenee ·is .made to request for the views 

of the Department o£ Trea:sury on H.R. 10572, '.''l;'o amend. title 5 of 
the United States Code to provide that the provlSlons relatmg to the 
withholding of city income. or employment ~axes ~rom Federal em
ployees shall apply to taxes Imposed by certam nonmcorporated local 
governments." . . .. . ~· . . 

The proposed leg1slatwn would nmend ~e~twn 5n20 ( q)_ ot !It!~ .5. o,f 
the Umted States Code to change the defimtwn of the term City as 1t 
applies to withholding of city income a1_1d. employment taxes from 
the pay of Federal employees. Fnder ex1stmg ~aw, t?e term means 
a city incorporated under the la ";S qf a State and m wh1ch 500 or more 
persons an~ emp~qyed ~y agencies of· tl;t.e. :Fed~ral. GovernmeJit. The 
amendment ·would retam the 500-Eimployee cnterwJI, but would ex
pand the definition of "city" so as to include "municip~lities" ~ as 
defined by the U.S. Census Burettn, and t~wns or townshi_ps ":Inc~, 
as determined by the Secretary of the Treasury, meet certam cntena 
set out in the law. .· . · • · ·· · 
· Be.cause of the df)finition of "city?' in s~~tion 5520(c;); thE\ D(}pa,:t
ment has not entei·ed intowithholding agreeme~1t.s with certain juns
dictions which although not incorporated as. cities under apphcable 
State law:; hav~ all of the powers n1;ul chamc~.eristics usually associated 
with .cities -a~d meet th.e 500~e~ployee :r:eqmrem~nt. rr:h.e De.partm.ent 
has had considerable' difficulty m .explammg. this pos1hon to o.ffic1als 
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of these jurisdictions, who .Point out the lack of an)' substantial dif
ference between their iurisd~ctions and a qualified "city" and the appa
rent inequity in excluding these jurisdictions from withholding agree
ments, The proposed amendment is a ·w·orkable definition which would 
permit a withholding agreement with this type of jurisdiction. · 

.As requested by the Senate Committee on Post Office and Civil Serv
ice, see Sellate Repmt 946, 93d Congress, 2·(1974), the Department is 
currently preparing a report on the ramifications of extending the 
provisions of section 5520, a copy of which will be furnished to your 
committee. The Department supports the legisla:tioil in principle. 
However, we 1-equestthat the committee defer action on the bill until 
our report is completed. We anticipate that this report will be com-
pleted in May 1976. · · 

The Department has been advised by the Office of Management and 
Budget that there is no objection from the standpoint of the adminis
tration's program to the submission of this report to your committee. 

Sincerely yours, · · 
. RIOHARD R. ALBRECHT, 

· Gene'ral 0 ounsel. 

CHANGES IN ExiSTING LAw MADE iw THE Biu,, AS REPORTED 

!11 compliance with clause 3 of Rule XIII of the Rules of the How')e 
of Representatives, changes in existing law made by the bill, as re
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black bJ•ackets, new matter it;; printed in italic, existing law 
in which no change is proposed is shown i11.roman) : · . 

SECTION 5520 OF TITLE 5, UNITED STATES CODE 

CHAPTER 55.,--PAY AHMI'N"ISTRATION .. * * * 
SUBCJIAPTER II-WITHHOLDING PAY 

~ * * * * * * 
§ 5$20. Withholding of city income or employment taxes 

(a). When a city ordnance- . 
(1) provides for the collection of a tax by imposing on .em

ployers generally the duty of withholding sums frotn the pay of 
~mployees and making r~tutns of the sums to the city; and · 

(2) irriposes the duty to withhold ~renerally on the payment 
of compensation earned within thejurisrliction of the city in the 
ease of employees whose regular place of employment is within 
such j11risdiction; · · · · · . . . . · 

the Secretary of the Treasury, under regulations prescribed by the 
President, shall enter into .an agreement with. the city. within 120 
days of a requf.'st for agreement by the prope.r city official. The agree
ment shall provide that the head of each agency of the United States 
shall comply with the requirements of th(l city ordinance in the case 
of employees of the agency who are subject to the tax and whose reg
ular place of Federal employment is within the jurisdiction of 'the 
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eity wit~1 whid~ the agreement is made. The agreement may not apply 
to pay for service as a member of the Armed Forces. The agreement 
may not permit withholding of a city tax from the pay of an em
ploye!' who is not a resident of the State in which that city is ]oc·ated 
unless the t>mployee consents to the withholding. · 

(h) This section does not give the consent of the United States 
to the applieation of an ordinance which imposes more burdensome 
n~quirements on the United States than on other employers or which 
l:mbjects the United States or its employees to a penalty or liability 
because of this section. An agency of the United States may not ac~ 
eept pay from n city for services pt>rfonned in withholding city in
cmne m· employment taxes from the pay of l'mployees of the n~eney 

(e) For the purpose of this section-
[ ( 1) "city'' means a city whieh is duly incorporated under the 

]a ws of a State and within the political boundaries of which 500 
or more. persons are regularly Pmployed by al1 ngeneil'S of th(' 
Federal Government; and] 

(1) "city~' ·mean,s any unU of general local got•eT'11.ment which
( A) is das.<!ified a8 a m:unicipality by the HuPNlU of the 

censu,<;, 01' 

(B)' i8 a tmon or tcnmi8hip wh:irh. ;n tlte detm·mination of 
the Seeretary of the Ti'ea,~ury- · 

( i) pos8e88es powen; and JJerfot1tl.~ fundi()n8 com
parable to tlw8e af!JJoeinted ·with mwnioipalitieJJ! 

( ii) is closely ,~ettled, and 
(iii) contains within its boundaries rw incorJJOrated 

places, a-~ defined by the Hurea1;, of the Oewms. 
within the political b(}undaries of which 500 or 11W're pm'som are 
regtdm'ly employed by all agencies of the Federal Gm•n'nment: 
and 

( 2) "agency" mean~-
( A) an Executive agency; 
(B) the judicial branch; and 
(C) the United States Postal Service. 

0 
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RincQtfonrth <tongrcss of the i\nitcd £'tatcs of 2lmcrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the nineteenth day of January, 
one thousand nine hundred and seventy-six 

2ln act 
To amend title 5 of the United States Code to provide that the provisiQns relating 

:to the withholding of city income or employment taxes from Federal employees 
shall apply to taxes imposed by certain nonincorporated local governments. 

Be it enacted b11 the Senate and House of Representatives of the 
United States of Ame1·ica in Oongress assembled, That paragraph 
(1) of section 5520(c) of title 5, United States Code, is amended to 
read as follows: 

"(1) 'city' means any unit of generalloeal government which
"(A) is classified as a municipality by the Bureau of the 

Census, or 
"(B) is a tmrn or township which, in the determination 

of the Secretary of the Treasury-
" ( i) possesses powers and performs functions com

parable to those associated with municipalities, 
" ( ii) is closely settled, and 
" (iii) contains within its boundaries no incorporated 

places, as defined by the Bureau of the Census, 
within the political boundaries of which 500 or more persons are 
regularly employed by all agencies of the Federal Government; 
and". 

SEc. 2. The amendment made by the first section o:f this Act shall 
take effect on the date of the enactment of this Act. 

Speaker of the House of Representatives. 

Vice President of the United States and 
President of the Senate. 




