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Thll 1& ixl reply to your letter of October 10. 1978, coucerniDg 
the proper Interpretation of section 2(a) (1) of the Payaents 1D Lieu 
of taxe. Act of 1916. 

On October 16. 1978, we uwed a decl.toD on the questiou ra1eed 
by tbe Department of the Interior regardi'DI section 2 (a)(1) • in wbicb 
we held that pAyaeuts 1Iad.. by States dtreetly to echool diatricte, 
from rflVenue. received pur .... nt to the atatutes listed in section 4 
of the Act, ahould not be deducted from entitlaumu due units of 
local goverment. We aleo h6ld that payments Md. by Statu to units 
of loeal govenaent that Be required by State law to pas. thee. pay
MUte through to .ehoOl d1nr1cta. ahould be deducted from section 
2 (a> (1) payments to local governments 0'Dl1 wher. the local uuite are 
reapoJlllible for prov1d1.Qg school .. rv1cea frca local tax rwerw.ea. 
A copy of our October 16 dec1slou,. B-1675S3, 18 eoeloaed. 

Thank you for your interest in the work ot thi. Office. 

Sincerely your., 

Mrs. Rcllee Uroe 
Assistant General COUt'18el 


