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Extent of Deviation from Regulatory Requirements
Major Moderate Minor
$25,000/violation | $19,999/violation | $14,999/violation
Major to to to
Economic 20,000 15,000 11,000
Benefit $10,999/violation | $7,999/violation | $4,999/violation
Moderate to to to
8,000 5,000 3,000
$2,999/violation | 1,499/violation $499/violation
Minor to to to
1,500 500 100

FTA’s Remedy Policy

— This remedy policy applies to decisions by
the Chief Counsel, Presiding Officials, and
final determinations by the Administrator.

— Remedy calculation is based on the fol-
lowing elements:

(1) The nature and circumstances of the
violation;

(2) The extent and gravity of the violation
(‘“‘extent of deviation from regulatory re-
quirements’’);

(3) The revenue earned (‘‘economic ben-
efit’’) by providing the charter service;

(4) The operating budget of the recipient;

(5) Such other matters as justice may re-
quire; and

(6) Whether a recipient provided service de-
scribed in a cease and desist order after
issuance of such order by the Chief Counsel.

[73 FR 44935, Aug. 1, 2008; 73 FR 46554, Aug. 11,
2008]
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49 CFR 1.51.

SOURCE: 41 FR 14128, Apr. 1, 1976, unless
otherwise noted.

Subpart A—General

§605.1 Purpose.

(a) The purpose of this part is to pre-
scribe policies and procedures to imple-
ment section 109(a) of the National
Mass Transportation Assistance Act of
1974 (Pub. L. 93-503; November 26, 1974;
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88 Stat. 15665). Section 109(a) adds a new
section 3(g) to the Federal Mass Tran-
sit Act of 1964, as amended (49 U.S.C.
1602(g)) and differs from section 164(b)
of the Federal-Aid Highway Act of 1973
(49 U.S.C. 1602a(b)) in that section 3(g)
applies to all grants for the construc-
tion or operation of mass transpor-
tation facilities and equipment under
the Federal Mass Transit Act, and is
not limited to grants for the purchase
of buses as is section 164(b).

(b) By the terms of section 3(g) no
Federal financial assistance may be
provided for the construction or oper-
ation of facilities and equipment for
use in providing public mass transpor-
tation service to an applicant unless
the applicant and the Administrator
enter into an agreement that the appli-
cant will not engage in school bus oper-
ations exclusively for the transpor-
tation of students and school per-
sonnel, in competition with private
school bus operators.

§605.2 Scope.

These regulations apply to all recipi-
ents of financial assistance for the con-
struction or operation of facilities and
equipment for use in providing mass
transportation under: (a) The Federal
Mass Transit Act of 1964, as amended
(49 U.S.C. 1601 et seq.); (b) 23 U.S.C. 142
(a) and (c¢); and 23 U.S.C. 103 (e)(4).

§605.3 Definitions.

(a) Except as otherwise provided,
terms defined in the Federal Mass
Transit Act of 1964, as amended (49
U.S.C. 1604, 1608) are used in this part
as so defined.

(b) For purposes of this part—

The Acts means the Federal Mass
Transit Act of 1964, as amended (49
U.S.C. 1601 et seq.); 23 U.S.C. 142 (a) and
(c); and 23 U.S.C. 103(e)(4).

Administrator means the Federal Mass
Transit Administrator or his designee.

Adequate transportation means trans-
portation for students and school per-
sonnel which the Administrator deter-
mines conforms to applicable safety
laws; is on time; poses a minimum of
discipline problems; is not subject to
fluctuating rates; and is operated effi-
ciently and in harmony with state edu-
cational goals and programs.

§605.3

Agreement means a contractual agree-
ment required under section 3(g) of the
Federal Mass Transit Act of 1964, as
amended (49 U.S.C. 1602(g)).

Applicant means applicant for assist-
ance under the Acts.

Assistance means Federal financial
assistance for the purchase of buses
and the construction or operation of fa-
cilities and equipment for use in pro-
viding mass transportation services
under the Acts, but does not include re-
search, development and demonstra-
tion projects funded under the Acts.

Grant contract means the contract be-
tween the Government and the grantee
which states the terms and conditions
for assistance under the Acts.

Government means the Government of
the United States of America.

Grantee means a recipient of assist-
ance under the Acts.

Incidental means the transportation
of school students, personnel and
equipment in charter bus operations
during off peak hours which does not
interfere with regularly scheduled
service to the public (as defined in the
Opinion of the Comptroller General of
the United States, B160204, December 7,
1966, which is attached as appendix A of
this part).

Interested party means an individual,
partnership, corporation, association
or public or private organization that
has a financial interest which is ad-
versely affected by the act or acts of a
grantee with respect to school bus op-
erations.

Reasonable Rates means rates found
by the Administration to be fair and
equitable taking into consideration the
local conditions which surround the
area where the rate is in question.

School bus operations means transpor-
tation by bus exclusively for school
students, personnel and equipment in
Type I and Type II school vehicles as
defined in Highway Safety Program
Standard No. 17.

Tripper service means regularly sched-
uled mass transportation service which
is open to the public, and which is de-
signed or modified to accommodate the
needs of school students and personnel,
using various fare collections or sub-
sidy systems. Buses used in tripper
service must be clearly marked as open
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§605.4

to the public and may not carry des-
ignations such as ‘‘school bus” or
““‘school special’”’. These buses may stop
only at a grantee or operator’s regular
service stop. All routes traveled by
tripper buses must be within a grant-
ee’s or operator’s regular route service
as indicated in their published route
schedules.

Urban area means the entire area in
which a local public body is authorized
by appropriate local, State and Federal
law to provide regularly scheduled
mass transportation service. This in-
cludes all areas which are either: (a)
Within an ‘‘urbanized area’ as defined
and fixed in accordance with 23 CFR
part 470, subpart B; or (b) within an
‘“‘urban area’ or other built-up place as
determined by the Secretary under sec-
tion 12(c)(4) of the Federal Mass Tran-
sit Act of 1964, as amended (49 U.S.C.
1608(c)(4)).

§605.4 Public hearing requirement.

Each applicant who engages or wish-
es to engage in school bus operations
shall afford an adequate opportunity
for the public to consider such oper-
ations at the time the applicant con-
ducts public hearings to consider the
economic, social or environmental ef-
fects of its requested Federal financial
assistance under section 3(d) of the
Federal Mass Transit Act of 1964, as
amended (49 U.S.C. 1602(d)).

Subpart B—School Bus
Agreements

§605.10 Purpose.

The purpose of this subpart is to for-
mulate procedures for the development
of an agreement concerning school bus
operations.

§605.11 Exemptions.

A grantee or applicant may not en-
gage in school bus operations in com-
petition with private school bus opera-
tors unless it demonstrates to the sat-
isfaction of the Administrator as fol-
lows:

(a) That it operates a school system
in its urban area and also operates a
separate and exclusive school bus pro-
gram for that school system; or

(b) That private school bus operators
in the urban area are unable to provide

49 CFR Ch. VI (10-1-24 Edition)

adequate transportation, at a reason-
able rate, and in conformance with ap-
plicable safety standards; or

(c) That it is a state or local public
body or agency thereof (or a direct
predecessor in interest which has ac-
quired the function of so transporting
schoolchildren and personnel along
with facilities to be used therefor) who
was so engaged in school bus oper-
ations:

(1) In the case of a grant involving
the purchase of buses—anytime during
the 12-month period immediately prior
to August 13, 1973.

(2) In the case of a grant for con-
struction or operating of facilities and
equipment made pursuant to the FT
Act as amended (49 U.S.C. 1601 et seq.),
anytime during the 12-month period
immediately prior to November 26,
1974.

§605.12

No grantee or operator of project
equipment shall engage in school bus
operations using buses, facilities or
equipment funded under the Acts. A
grantee or operator may, however, use
such buses, facilities and equipment for
the transportation of school students,
personnel and equipment in incidental
charter bus operations. Such use of
project equipment is subject to part 604
of Federal Mass Transit Regulations.

Use of project equipment.

§605.13 Tripper service.

The prohibition against the use of
buses, facilities and equipment funded
under the Acts shall not apply to trip-
per service.

§605.14 Agreement.

Except as provided in §605.11 no as-
sistance shall be provided under the
Acts unless the applicant and the Ad-
ministrator shall have first entered
into a written agreement that the ap-
plicant will not engage in school bus
operations exclusively for the transpor-
tation of students and school personnel
in competition with private school bus
operators.

§605.15

(a) Every grantee who is not author-
ized by the Administrator under §605.11

Content of agreement.
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of this part to engage in school bus op-
erations shall, as a condition of assist-
ance, enter into a written agreement
required by §605.14 which shall contain
the following provisions:

(1) The grantee and any operator of
project equipment agrees that it will
not engage in school bus operations in
competition with private school bus
operators.

(2) The grantee agrees that it will not
engage in any practice which con-
stitutes a means of avoiding the re-
quirements of this agreement, part 605
of the Federal Mass Transit Regula-
tions, or section 164(b) of the Federal-
Aid Highway Act of 1973 (49 U.S.C.
1602a(b)).

(b) Every grantee who obtains au-
thorization from the Administrator to
engage in school bus operations under
§605.11 of this part shall, as a condition
of assistance, enter into a written
agreement required by §605.14 of this
part which contains the following pro-
visions:

(1) The grantee agrees that neither it
nor any operator of project equipment
will engage in school bus operations in
competition with private school bus
operators except as provided herein.

(2) The grantee, or any operator of
project equipment, agrees to promptly
notify the Administrator of any
changes in its operations which might
jeopardize the continuation of an ex-
emption under §605.11.

(3) The grantee agrees that it will not
engage in any practice which con-
stitutes a means of avoiding the re-
quirements of this agreement, part 605
of the Federal Transit Administration
regulations or section 164(b) of the Fed-
eral-Aid Highway Act of 1973 (49 U.S.C.
1602a.(b)).

(4) The grantee agrees that the
project facilities and equipment shall
be used for the provision of mass trans-
portation services within its urban
area and that any other use of project
facilities and equipment will be inci-
dental to and shall not interfere with
the use of such facilities and equip-
ment in mass transportation service to
the public.

§605.16 Notice.

(a) BEach applicant who engages or
wishes to engage in school bus oper-

§605.17

ations shall include the following in its
application:

(1) A statement that it has provided
written notice to all private school bus
operators operating in the urban area
of its application for assistance and its
proposed or existing school bus oper-
ations;

(2) A statement that it has published
in a newspaper of general circulation in
its urban area a notice of its applica-
tion and its proposed or existing school
bus operations;

(b) The notice required by paragraphs
(a) (1) and (2) of this section shall in-
clude the following information:

(1) A description of the area to be
served by the applicant.

(2) An estimation of the number of
each type of bus which will be em-
ployed on the proposed school bus oper-
ations, and the number of weekdays
those buses will be available for school
bus operations.

(3) A statement of the time, date, and
place of public hearings required under
section 3(d) of the Federal Mass Tran-
sit Act of 1964, as amended (49 U.S.C.
1602(d)), to be held on the application
for assistance.

(4) A statement setting forth reasons
the applicant feels it should be allowed
to engage in school bus operations
under §605.11 of this part.

(c) Copies of the application for as-
sistance and notice required by para-
graph (a) of this shall be available for
inspection during the regular business
hours at the office of the applicant.

§605.17 Certification in lieu of notice.

If there are no private school bus op-
erators operating in the applicant’s
urban area, the applicant may so cer-
tify in its application in lieu of meet-
ing the requirements of §605.16. This
certification shall be accompanied by a
statement that the applicant has pub-
lished, in a newspaper of general cir-
culation in its urban area, a notice
stating that it has applied for assist-
ance as provided under §605.16(b) and
that it has certified that there are no
private school bus operators operating
in its urban area. A copy of the notice
as published shall be included.
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§605.18

§605.18 Comments by private school
bus operators.

Private school bus operators may file
written comments on an applicant’s
proposed or existing school bus oper-
ations at the time of the public hearing
held pursuant to section 3(d) of the
Federal Mass Transit Act of 1964, as
amended (49 U.S.C. 1602(d)). The com-
ments of private school bus operators
must be submitted by the applicant to
the Administrator together with the
transcript of this public hearing.

§605.19 Approval of school bus oper-
ations.

(a) The Administrator will consider
the comments filed by private school
bus operators prior to making any find-
ings regarding the applicant’s proposed
or existing school bus operations.

(b) After a showing by the applicant
that it has complied with the require-
ments of 49 U.S.C. 1602(d) and this sub-
part, the Administrator may approve
its school bus operations.

(c) If the Administrator finds that
the applicant has not complied with
the notice requirement of this part or
otherwise finds that the applicant’s
proposed or existing school bus oper-
ations are unacceptable, he will so no-
tify the applicant in writing, stating
the reasons for his findings.

(d) Within 20 days after receiving no-
tice of adverse findings from the Ad-
ministrator, an applicant may file
written objections to the Administra-
tor’s findings or submit a revised pro-
posal for its school bus operations. If
an applicant revises its proposed or ex-
isting school bus operations, it shall
mail a copy of these revisions along
with the findings of the administrator
to private school bus operators re-
quired to be notified under §605.16.

(e) Private school bus operators who
receive notice under paragraph (d) of
this section may within 20 days after
receipt of notice file written comments
on the proposed revisions with the Ad-
ministrator. The Administrator will
consider these comments prior to his
approval of a proposed revision by the
applicant.

(f) Upon receipt of notice of approval
of its school bus operations, the appli-
cant may enter into an agreement with
the Administrator under §605.14.

49 CFR Ch. VI (10-1-24 Edition)

Subpart C—Modification of Prior
Agreements and Amendment
of Application for Assistance

§605.20 Modification of prior agree-
ments.

(a) Any grantee which, prior to the
adoption of this part, entered into an
agreement required by section 164(b) of
the Federal-Aid Highway Act of 1973 (49
U.S.C. 1602(a)(b)), or section 3(g) of the
Federal Mass Transit Act of 1964, as
amended (49 U.S.C. 1602(g)), who en-
gages or wishes to engage in school bus
operations in competition with private
school bus operators, shall seek modi-
fication of that agreement in accord-
ance with paragraphs (b) through (d) of
this section.

(b) The grantee shall develop a state-
ment setting forth in detail the reasons
it feels it should be allowed to engage
in school bus operations under §605.11
of this part. A copy of the statement
should be provided private school bus
operators who provide service in the
grantee’s urban area.

(c) The grantee shall allow 30 days
for persons receiving notice under this
section to respond with written com-
ments concerning its proposed or exist-
ing school bus operations.

(d) After receiving written com-
ments, the grantee shall send his pro-
posal with written comments thereon
to the Administrator for his review
under §605.17.

§605.21 Amendment of applications
for assistance.

Pending applications for assistance
upon which public hearings have been
held pursuant to section 3(d) of the
Federal Mass Transit Act of 1964, as
amended (49 U.S.C. 1602(d)), and appli-
cations which have been approved by
the Administrator but for which no
grant contract has been executed, shall
be amended by the applicant to con-
form to this part by following the pro-
cedures of §605.20(b) through (d).

Subpart D—Complaint Procedures
and Remedies
§605.30 Filing a complaint.

Any interested party may file a com-
plaint with the Administrator alleging
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a violation or violations of terms of an
agreement entered into pursuant to
§605.14. A complaint must be in writ-
ing, must specify in detail the action
claimed to violate the agreement, and
must be accompanied by evidence suffi-
cient to enable the Administrator to
make a preliminary determination as
to whether probable cause exists to be-
lieve that a violation of the agreement
has taken place.

§605.31 Notification to the respondent.

On receipt of any complaint under
§605.30, or on his own motion if at any
time he shall have reason to believe
that a violation may have occurred,
the Administrator will provide written
notification to the grantee concerned
(hereinafter called ‘‘the respondent’)
that a violation has probably occurred.
The Administrator will inform the re-
spondent of the conduct which con-
stitutes a probable violation of the
agreement.

§605.32 Accumulation of evidentiary
material.

The Administrator will allow the re-
spondent not more than 30 days to
show cause, by submission of evidence,
why no violation should be deemed to
have occurred. A like period shall be
allowed to the complainant, if any,
during which he may submit evidence
to rebut the evidence offered by the re-
spondent. The Administrator may un-
dertake such further investigation, as
he may deem necessary, including, in
his discretion, the holding of an evi-
dentiary hearing or hearings.

§605.33 Adjudication.

(a) After reviewing the results of
such investigation, including hearing
transcripts, if any, and all evidence
submitted by the parties, the Adminis-
trator will make a written determina-
tion as to whether the respondent has
engaged in school bus operations in
violation of the terms of the agree-
ment.

(b) If the Administrator determines
that there has been a violation of the
agreement, he will order such remedial
measures as he may deem appropriate.

(c) The determination by the Admin-
istrator will include an analysis and
explanation of his findings.

Pt. 605, App. A

§605.34 Remedy where there has been
a violation of the agreement.

If the Administrator determines, pur-
suant to this subpart, that there has
been a violation of the terms of the
agreement, he may bar a grantee or op-
erator from the receipt of further fi-
nancial assistance for mass transpor-
tation facilities and equipment.

§605.35 Judicial review.

The determination of the Adminis-
trator pursuant to this subpart shall be
final and conclusive on all parties, but
shall be subject to judicial review pur-
suant to title 56 U.S.C. 701-706.

Subpart E—Reporting and Records

§605.40 Reports and information.

The Administrator may order any
grantee or operator for the grantee, to
file special or separate reports setting
forth information relating to any
transportation service rendered by
such grantee or operator, in addition to
any other reports required by this part.

APPENDIX A TO PART 605

COMPTROLLER GENERAL OF THE
UNITED STATES,
Washington, DC, December 7, 1966.

DEAR MR. WILSON: The enclosure with your
letter of October 4, 1966, concerns the legal-
ity of providing a grant under the Federal
Mass Transit Act of 1964 to the City of San
Diego, (City), California. The problem in-
volved arises in connection with the defini-
tion in subsection 9(d)(5) of the Act, 49 U.S.C.
1608(d)(5), excluding charter or sightseeing
service from the term ‘‘mass transpor-
tation.”

It appears from the enclosure with your
letter that the City originally included in its
grant application a request for funds to pur-
chase 8 buses designed for charter service.
Subsequently the City amended its applica-
tion by deleting a request for a portion of
the funds attributable to the charter bus
coaches. However, in addition to the 8 spe-
cially designed charter buses initially ap-
plied for, the City allegedly uses about 40 of
its transit type buses to a substantial extent
for charter-type services. In light of these
factors surrounding the application by the
City, the enclosure requests our opinion with
regard to the legality of grants under the
Act as it applies to certain matters (in effect
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Pt. 605, App. A

questions), which are numbered and quoted
below and answered in the order presented.

Number one:

‘““The grant of funds to a City to purchase
buses and equipment which are intended for
substantial use in the general charter bus
business as well as in the Mass Transpor-
tation type business.”

The Federal Mass Transit Act of 1964 does
not authorize grants to assist in the pur-
chase of buses or other equipment for any
service other than urban mass transpor-
tation service. Section 3(a) of the Act limits
the range of eligible facilities and equipment
to ““* * * puses and other rolling stock, and
other real or personal property needed for an
efficient and coordinated mass transpor-
tation system.” In turn, ‘‘mass transpor-
tation” is defined, in section 9(d)(5) of the
Act, specifically to exclude charter service.
We are advised by the Department of Hous-
ing and Urban Development (HUD) that
under these provisions, the Department has
limited its grants to the purchase of buses of
types suitable to meet the needs of the par-
ticular kind of urban mass transportation
proposed to be furnished by the applicant.”

HUD further advises that:

“One of the basic facts of urban mass
transportation operations is that the need
for rolling stock is far greater during the
morning and evening rush hours on week-
days than at any other time. For that rea-
son, any system which has sufficient rolling
stock to meet the weekday rush-hour needs
of its customers must have a substantial
amount of equipment standing idle at other
times, as well as drivers and other personnel
being paid when there is little for them to
do. To relieve this inefficient and uneco-
nomical situation, quite a number of cities
have offered incidental charter service using
this idle equipment and personnel during the
hours when the same are not needed for reg-
ularly scheduled runs. Among the cities so
doing are Cleveland, Pittsburgh, Alameda,
Tacoma, Detroit and Dallas.

“Such service contributes to the success of
urban mass transportation operations by
bringing in additional revenues and pro-
viding full employment to drivers and other
employees. It may in some cases even reduce
the need for Federal capital grant assistance.

“We do not consider that there is any vio-
lation of either the letter or the spirit of the
Act as a result of such incidental use f buses
in charter service. To guard against abuses,
every capital facilities grant contract made
by this Department contains the following
provisions:

‘“‘Sec. 4. Use of Project Facilities and Equip-
ment—The Public Body agrees that the
Project facilities and equipment will be used
for the provision of mass transportation
service within its urban area for the period
of the useful life of such facilities and equip-
ment. . . . The Public Body further agrees
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that during the useful life of the Project fa-
cilities and equipment it will submit to HUD
such financial statements and other data as
may be deemed necessary to assure compli-
ance with this Section.””’

It is our view that grants may be made to
a city under section 3(a) of the Act to pur-
chase buses needed by the city for an effi-
cient and coordinated mass transportation
system, even though the city may intend to
use such buses for charter use when the
buses are not needed on regularly scheduled
runs (i.e., for mass transportation purposes)
and would otherwise be idle.

Number two:

‘“Whether a grant of such funds is proper if
charter bus use is incidental to mass public
transportation operations. If so, what is the
definition of incidental use.”

We are advised by HUD that under its leg-
islative authority, it cannot and does not
take charter service requirements into con-
sideration in any way in evaluating the
needs of a local mass transportation system
for buses or other equipment.

HUD further advises that:

‘“However, as indicated above, we are of
the opinion that any lawful use of project
equipment which does not detract from or
interfere with the urban mass transportation
service for which the equipment is needed
would be deemed an incidental use of such
equipment, and that such use of project
equipment is entirely permissible under our
legislation. What uses are in fact incidental,
under this test, can be determined only on a
case-by-case basis.”

In view of what we stated above in answer
to the first question, the first part of ques-
tion two is answered in the affirmative.

As to the second part of the question, in
Security National Insurance Co. v. Secuoyah
Marina, 246F.2d 830, ‘‘incident’ is defined as
meaning ‘‘that which appertains to some-
thing else which is primary.” Thus, we can-
not say HUD’s definition of incidental use as
set forth above is unreasonable. Under the
Act involved grants may be made to pur-
chase buses only if the buses are needed for
an efficient and coordinated mass transpor-
tation system. It would appear that if buses
are purchased in order to meet this need, and
are, in fact, used to meet such need, the use
of such buses for charter service when not
needed for mass transportation services
would, in effect, be an ‘‘incidental use,’”’ inso-
far as pertinent here. In our opinion such in-
cidental use would not violate the provisions
of the 1964 Act.

Number three:

““The grant of funds for mass public trans-
portation purposes to a City which has ex-
pressed an intent to engage in the general
charter bus business when such funds would
in effect constitute a subsidy to the City of
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its intended charter bus operations; i.e. free-
ing Municipal funds with which to purchase
charter bus equipment.”

Section 4(a) of the 1954 Act (49 U.S.C.
1603(a)) provides, in part, as follows:

‘¥ % * The Administrator (now Secretary),
on the basis of engineering studies, studies of
economic feasibility, and data showing the
nature and extent of expected utilization of
the facilities and equipment, shall estimate
what portion of the cost of a project to be as-
sisted under section 1602 of this title cannot
be reasonably financed from revenues—
which portion shall hereinafter be called ‘net
project cost’. The Federal grant for such a
project shall not exceed two-thirds of the net
project cost. The remainder of the net
project cost shall be provided, in cash, from
sources other than Federal funds * * *.”

It is clear from the legislative history of
the Act involved that the ‘‘revenues’ to be
considered are mass transportation system
revenues including any revenues from inci-
dental charter operations. There is nothing
in the language of the Act which requires
HUD to take into account the status of the
general funds of an applicant city in deter-
mining how much capital grant assistance to
extend to that city.

It should be noted that in a sense nearly
every capital grant to a city constitutes a
partial subsidy of every activity of the city
which is supported by tax revenues, since it
frees tax revenues for such other uses.

Number four:

“With specific reference to the application
of the City of San Diego for funds under its
application to the Department of Housing
and Urban Development dated June 2, 1966,
whether the Act permits a grant to purchase
equipment wherein 25 percent of such equip-
ment will be used either exclusively or sub-
stantially in the operation of charter bus
services.”

As to the City of San Diego’s grant appli-
cation, we have been advised by HUD as fol-
lows:

““As explained above, the Act authorizes
assistance only for facilities to be used in
mass transportation service. We could not,
therefore, assist San Diego in purchasing
any equipment to be used ‘exclusively’ in the
operation of charter bus service. Further-
more, as also explained above, assisted mass
transportation equipment can be used only
incidentally for such charter services.

“Whether equipment used ‘substantially’
in such service qualifies under this rule can
be answered only in the light of the specifics
of the San Diego situation. * * * we have al-
ready, during our preliminary review of the
City’s application, disallowed about $150,000
of the proposed project cost which was allo-
cated to the purchase of eight charter-type
buses.

“The final application of the City of San
Diego is presently under active consideration
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by this Department. In particular, we have
requested the City to furnish additional in-
formation as to the nature and extent of the
proposed use, if any, of project facilities and
equipment in charter service, so that we can
further evaluate the application under the
criteria above set forth. We have also re-
quested similar information from Mr.
Fredrick J. Ruane, who has filed a tax-
payers’ suit (Superior Court for San Diego
County Civil #297329) against the City, con-
testing its authority to engage in charter
bus operations.”

As indicated above, it is clear that under
the Act in question grants may not legally
be made to purchase buses to be used ‘‘ex-
clusively” in the operation of charter bus
service. However, in view of the purposes of
the Act involved it is our opinion that a city
which has purchased with grant funds buses
needed for an efficient mass transportation
system, is not precluded by the act from
using such buses for charter service during
idle or off-peak periods when the buses are
not needed for regularly scheduled runs. As
indicated above, such a use would appear to
be an incidental use.

The fourth question is answered accord-
ingly.

As requested, the correspondence enclosed
with your letter is returned herewith.

Sincerely yours,

FRANK H. WEITZEL,
Assistant Comptroller General
of the United States.
Enclosures:
The Honorable Bob Wilson, House of Rep-
resentatives.

MARCH 29, 1976.
INFLATIONARY IMPACT STATEMENT

FINAL REGULATIONS ON SCHOOL BUS
OPERATIONS

I certify that, in accordance with Execu-
tive Order 11821, dated November 27, 1974, and
Departmental implementing instructions, an
Inflationary Impact Statement is not re-
quired for final regulations on School Bus
Operations.

ROBERT E. PATRICELLI,
Federal Mass Transit
Administrator.

PART 609—TRANSPORTATION FOR
ELDERLY AND HANDICAPPED
PERSONS

Sec.

609.1 Purpose.

609.3 Definitions.
609.5 Applicability.
609.23 Reduced fare.
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