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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

NOV 2 5 114 

MEMORANDUM FOR THE PRESIDENT 

~~ubject: Enrolled Bill S. 386 - National Transportation 
~ Assistance Act of 1974 
J{~~1f Sponsors - Sen. Williams (D) New Jersey and 6 others 

Last Day for Action 

Purpose 

Authorizes $3.975 billion in contract authority to be used 
over a six-year period for a new formula grant program to 
States and localities for mass transit capital or operating 
assistance; authorizes an additional $4.825 billion in con­
tract authority for the existing Federal mass transit assist­
ance program; authorizes $40 million over a two-year period 
for a demonstration no-fare program; requires the establish­
ment of a uniform reporting system; and limits eligibility 
for assistance to States and localities which have a continu­
ing comprehensive transportation planning process. 

Agency Recommendations 

Office of Management and Budget 

Department of Transportation 
Council on Environmental Quality 
Department of Agriculture 
Department of Labor 
Department of Housing and Urban 

Development 
Department of the Treasury 

Approval 

Approval 
Approval 
Approval (Info:-:::aJ,.ly) 
No objection (IhformalltJ 

Defers to DOT ('I~:r.ma~lJ~ 

Digitized from Box 13 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library
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Discussion 

In effect, S. 386 sets up an $11.8 billion Federal mass transit 
grant program over the six-year period ending in fiscal year 
1980. It is the result of almost two years of negotiations 
between Congress and the executive branch, and of conference 
committee meetings and modifications. It was originally an 
unacceptable short-term operating subsidy bill, but the bill 
which the conferees reported out on October 3, 1974, would 
provide for a program of long-term capital and operating assist­
ance. While the bill differs from the Administration's proposed 
Unified Transportation Assistance Program (UTAP), which would 
have combined some mass transit and highway funds and would 
have given the States and localities increased flexibility on 
how to use those funds, it is an acceptable compromise. 

Like UTAP, s. 386 would provide for Federal operating assist­
ance for transit operations for the first time. Previously, 
Federal assistance had been limited to capital investments. 
Despite substantial Federal capital assistance, however, many 
transit systems have continued to operate at a deficit and have 
had to rely upon State and local funds to maintain, improve, and 
expand transit service. 

Expanded use of mass transit is one way to reduce both air pollu­
tion and energy consumption. To achieve this, it needs to be 
made more desirable and efficient to appeal to more riders. 
Allowing the use of Federal grants for operating assistance may 
make this possible. To assure that the Federal funds are 
channelled into transit operations and do not simply result in 
local tax relief, a provision requested by the Administration 
would require that Federal funds be supplementary to and not in 
substitution for State and local funds to operate a system. This 
"maintenance of effort" requirement will help ensure that a local 
fiscal and managerial responsibility for transit services is 
maintained. 

The bill would authorize $3.98 billion in contract authority to 
be liquidated over a six-year period for a new formula grant 
program. The grants can be used, at local option, for operating 
assistance (up to 50 percent Federal share) or for capital 
assistance (up to 80 percent Federal share). The distribution 
formula -- based 50 percent on urbanized area population and 
50 percent on population density -- was initially recommended 
by Secretary Brinegar in a letter to Senator Williams. 
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The bill would also authorize an additional $4.8 billion in 
contract authority for States and localities for the existing 
mass transit programs -- principally the capital assistance 
grant program. Combined with an unobligated balance from 
previously authorized contract authority of about $3 billion, 
the total available for capital grants and related programs 
would be $7.8 billion, of which up to $500 million would be 
set aside for "non-urban" grants. Continuing the practice of 
the existing capital grant program, S. 386 would provide that 
these funds are to be distributed at the discretion of the 
Secretary of Transportation. 

While S. 386 is silent on the duration of this capital grant 
program, the conference report indicates that a six-year program, 
extending through fiscal year 1980, is contemplated (page 14 
of conference report}. It should also be noted that the bill 
does not provide authority for appropriations to liquidate the 
newly authorized contract authority; such authority will have 
to be provided in a subsequent act. Existing appropriation 
authority is considered to be adequate through fiscal year 
1976. 

Several problem areas in the bill should be noted: 

(1} An "alternate use" provision of s. 386, included 
principally for the benefit of New York City, would permit 
States or localities to use up to one-half of the funds granted 
to them under the discretionary capital grant program for operat­
ing assistance, provided the Federal funds are replaced by State 
and local funds within two years. The funds which State and 
local governments would probably use to replace the Federal funds 
would be the proceeds of bonds which are usually and properly 
restricted to capital investment. 

This "alternate use" provision would hide one year's local 
operating expenses in the following year's capital budget, thus 
providing Federal sanction of a practice which tends to subvert 
sound financing principles and the customary intent of local 
bonding to provide for capital investment, not operating expenses. 
This unsound practice could prematurely consume bond proceeds 
for operating costs, thus impairing the capacity to make needed 
capital investment, putting excessive subsidies into transit 
operations, and accelerating Federal outlays. DOT believes that 
it can develop administrative regulations to control the more 
undesirable effects that this provision creates. We urge that 
the ~i~ning statement point out the undesirable aspects orf~~~~-~ 
prOVl.S l.On. q .,_ ' ::\ 

.... . . 
•'It 
:;e. 

t~ . ._...). ' 

\' 
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(2) S. 386 would authorize $20 million for each of fiscal 
years 1975 and 1976 to fund up to 80 percent of the cost of 
demonstration programs to determine the feasibility of fare­
free mass transit. DOT objected to this categorical grant 
because sufficient authority already exists to fund such pro­
jects. The bill would also require localities receiving 
Federal assistance to charge the elderly and handicapped no 
more than one-half the normal peak hour fare during non-rush 
hours, a matter more appropriately a local decision. 

(3) It would authorize $14 million for Federal matching 
grants to assist in the elimination of highway-railroad grade 
crossings in Hammond, Indiana. This is a rider which provides 
discriminatory treatment for the benefit of one community, 
although the project is described as a "demonstration" one. 

(4) It would extend the labor protection provisions of 
Section 13(c) of the Urban Mass Transportation Act, now limited 
to capital grants, to the Federal operating assistance grants. 
These provisions have often been the cause of delay in mass 
transit projects and have come under criticism by some Congressmen 
and local officials as generating undue costs and labor management 
problems. While the Labor Department supports this extension, 
the Administration has opposed it because there has been no 
rationale provided for the extension of such protection to 
grants for operating expenses, nor have analyses been undertaken 
of the inflationary impacts of 13(c) resulting from its applica­
tion to grants for capital projects. 

We do not believe that any of the above provisions are so 
objectionable as to be of overriding concern, although the 
Hammond, Indiana provision could promote other exceptions. 

s. 386 contains two desirable features which warrant mention: 

(1) It would require DOT to establish, and Federal assistance 
recipients to use, a uniform system of accounts and records. 
This would be a great improvement over the present diversifica­
tion of reporting systems and should allow for better comparison 
and evaluation of mass transit systems and their benefits and 
costs. 

(2) It would require that States and localities establish 
a continuing comprehensive transportation planning process in 
order to qualify for Federal assistance after July 1, 1976. 
This is compatible with similar requirements in the Federal-aid 
highway program and will assure that States and localities 
consider alternate forms and routes of transit systems in their 
overall transportation programs. 1' ' , ,, 
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Finally, the bill contains certain new features: 

(1) It would authorize DOT to investigate unsafe conditions 
in any facility, equipment or operation financed under the bill, 
and to withhold further Federal assistance, if necessary, until 
the unsafe conditions are being corrected. 

(2) It would forbid Federal assistance grantees from 
initiating school bus operations, unless they have previously 
engaged in such operations or unless no other adequate operations 
are available. 

* * * * * 
While there are undesirable provisions in S. 386, we consider 
the bill in general a great improvement over other proposals 
which gained headway in the Congress. Previous versions of 
S. 386 and the House bill, H.R. 12859, provided for more than 
$20 billion in Federal assistance and would have involved the 
Federal Government in the day-to-day operations of local mass 
transit systems. While this bill's authorization of $11.8 
billion is more than the $9.5 billion requested by the 
Administration, it is within the guidelines of what it has 
indicated would be acceptable. Moreover, S. 386 would distribute 
about 34 percent of the Federal funds on a formula basis. While 
this is considerably less than the 55 percent contemplated in 
UTAP, it is still a major and desirable departure from the 
current program. 

DOT has furnished informally a draft of a proposed signing 
statement to White House staff. 

Director 

Enclosures 





MEMORANDUM FOR 

FROM: 

SUB,JECT: 

THE WHITE HOUSE ACTION 

WASHINGTON 

November 25, 1974 

S. 386 - National Mass Transportation 
Assistance Act of 1974 

Attached for your consideration is S. 386, the National 
Mass Transportation Assistance Act of 1974, sponsored 
principally by Senator Williams, which you strongly urged 
Congress to enact. It is a six-year, $11.8 billion 
program of assistance for public transit. 

Roy Ash recommends approval and provides you with additional 
background information in his enrolled bill report (Tab A) . 

Bill Timmons recommends approval. Due to the shortness of 
time for consideration, Phil Areeda defers to OMB. 

RECOMMENDATION 

That you signS. 386 (Tab B). 

) 

.... .......... -........ 

• Fo11 , 

) 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

DATE: 12-9-74 

TO: Bob Linder 

FROM: Wilf Rommel 

Attached is the HUD views letter 
on S. 386. Please have included in 
the enrolled bill file. Thanks. 

OMB FORM38 
REV AUG 73 



THE GENERAL COUNSEL OF HOUSING AND URBAN DEVELOPMENT 

WASHINGTON, D. C. 20410 

Mr. Wilfred H. Rommel 
Assistant Director for 

Legislative Reference 
Office of Management and Budget 
Washington, D. C. 20503 

Dear Mr. Rommel: 

Subject: S. 386, 93rd Congress, Enrolled Enactment 

This is in response to your request for the views of this 
Department on the enrolled enactment of S. 386, the "National 
Mass Transportation Assistance Act of 1974". 

S. 386 consists of three titles. Title I contains a series 
of amendments dealing with mass transit assistance. Among 
other things, the Urban Mass Transportation Act of 1964 
would be amended to provide increased authorizations, insure 
the development of long range plans to improve and coordinate 
all forms of transportation in urbanized areas, authorize a 
new formula grant program, and permit up to one-half of 
assistance provided under the discretionary capital grant 
provisions of the Act to be used for operating expenses. 

Titles II and III would authorize demonstration programs to 
determine the feasibility of fare free transportation systems 
and to eliminate highway railroad grade crossings, respectively. 

The only provision of major concern to the Department is 
section 105. This section would amend section 103(a) of the 
Demonstration Cities and Metropolitan Development Act of 1966 
to require that any model cities program which includes a 
transportation component as a project or activity to be under­
taken meet the requirements -- including the labor provisions 
of section 3(e) of the Urban Mass Transportation Act of 1964. 
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We would note that the Demonstration Cities and Metropolitan 
Development Act is one of the programs superseded by the 
community development program authorized under title I of 
the Housing and Community Development Act of 1974 and that 
authorizations for the model cities program will continue 
only through fiscal year 1975. Although it is unclear to 
what extent, if any, the policy reflected in section 105 may 
be intended to carry over to similar transportation activities 
funded under the new title I program, we do not foresee any prob­
lem in this regard • . 
With respect to the desirability of enactment of the other 
provisions of S. 386, we would defer to the Department of 
Transportation. 

Sincerely, 

~~ 



Ita. ~~ . •EXECUTIVE OFFICE OF THE PRESIDENT 
~ OFFICE OF MANAGEMENT AND BUDGET 

DATE: 12-2-7 4 

TO: Bob Linder 

FROM: Wilf Rommel 

Attached are the Treasury and 
Labor views letters on S. 386 for 
inclusion in the enrolled bill file; 
also, a copy of the facsimile. 

OMB FORM 38 
REV AUG73 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON, D.C. 20220 

NOV 2 6 1974 

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

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Reference is made to your request for the views of 
this Department on the enrolled enactment of S. 386, the 
"National Mass Transportation Assistance Act of 1974." 

The enrolled enactment would increase by $4,825 million, 
the amount of obligations authorized to be incurred for 
categorical grants and subsidized loans under the Urban Mass 
Transportation program. The enrolled enactment would also 
authorize the Secretary of Transportation to obligate $3,975 
million for a new and more liberal program of formula grants 
for allocations to States for mass transit construction and 
operating costs. Although the appropriations to liquidate 
these obligations would be spread over a number of years -­
thus spreading the budget outlay impact over a number of 
years -- the immediate economic and thus inflationary impact 
of the proposal could be substantial since the $8,800 million 
of new obligational authority would become available for 
commitment on the date of enactment. 

The legislative history of the enrolled enactment 
indicates that debt service subsidy contracts, such as are 
used in the ongoing public housing bond program, were 
contemplated under the new operating grant authority, thus 
providing an effective Federal guarantee of the tax-exempt 
revenue bonds issued to finance local mass transit systems. 
Such guarantees should not be permitted since they would be 
contrary to the general credit program policies of this 
Administration and the specific action taken by the Administration 
in 1972 to provide Federal guarantees and debt service subsidies 
on taxable obligations issued by the Washington Metropolitan 
Area Transit Authority. 
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If the enrolled enactment is approved, the Department 
recommends that the Department of Transportation be instructed 
not to administer the program in a manner which would result 
in debt service grants or other forms of indirect Federal 
guarantees of tax-exempt obligations. 

Sincerely yours, 

General Counsel 



U.S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

Honorable Roy L. Ash 
Director 

NOV 2 61974 

O~fice of Management and Budget 
Washington, · D. C. 20503 · 

Dear Mr. Ash: 

This is in response to your request for our views on 
S.386 an enrolled enactment cited as the 11 National 
Mass Transportation Assistanc-e Act of 1974. 11 

This bill provides funds for urban mass transit capital 
improvement and operating assistance over the next 6 
fiscal years. · 

We have no objection to Presidential approval of this 
bill. 

Sincerely, 

Secretary of Labor 
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:~· OFFICE OF THE SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

. 
• November 25, 1974 

GENERAL COUNSEL 

Honorable Roy Ash 
Director 
Office of Management and Budget 
Washington, D. C. 20503 

Dear Mr. Ash: 

This is in response to your request for our views respecting 
S.386, an enrolled bill 

"To amend the Urban Mass Transportation Act 
of 1964 to authorize certain grants to assure 
adequate commuter service in urban areas, and 
for other purposes.'' 

Description 

S. 386 is composed of three titles, Title I provides increased 
mass transportation assistance; Title II establishes a fare-free 
mass transportation demonstration program; and Title III 
establishes a railroad grade crossings demonstration program. 

More specifically, Title I revises the Urban Mass Transportation 
Act of 1964, as amended (UMT Act) and adds other new provisions 
as follows: 

(1) Section 5 of the UMT Act Revisions 

A new formula grant program providing a six-year $3. 975 
billion funding level for mass transportation capital and operating 
grants is established. The fund distribution formula is based 
one-half on population and one-half on population density. Federal 
funding of capital projects cannot exceed 80 percent of the total 
costs and Federal funding of operations projects cannot exceed 
50 percent of the total costs; additionally a maintenance of effort 

0~~---, r-o~ 
'() \ 

S\ .. 
::;· 

... :;;. 



requirement is included to preclude a reduction in grantee 
participation in operating costs. The Governor is the recipient 
for formula funds for use in urbanized areas of less than 
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200, 000 population while in areas of 200, 000 population or more 
the Governor, responsible local officials, and operators of 
publicly owned mass transportation systems shall designate a 
recipient for these formula funds, except where there exists a 
statewide or regional agency responsible under state laws for 
financing, construction and operation of public transportation 
s~rvices, in which case that agency will be the recipient. 

(2) Revisions of Sections 3 and 4 of the UMT Act. 

Several amendments have been made to these sections: 

(a) An additional $4. 825 billion is authorized for the 
discretionary capital grant program. This is in addition to 
the approximately $3 billion remaining available from prior 
authorizations, making a total of $7. 8 billion available for the 
6-year period Fiscal Year 1975 through Fiscal Year 1980. Not 
to exceed $500 million of that sum would be available for use 
outside urbanized areas (50, 000 population or less). In addition, 
beginning with 1975, up to one-half of any Federal financial 
assistance provided through the discretionary capital grant program 
may be used for the payment of operating expenses if arrangements 
are made by the recipient to make available an equal amount 
of State and local funds for the capital project. 

(b) A new requirement for long-term coordination of 
mass transit planning by the Governors and local officials to 
develop long-range plans to improve and coordinate all forms 
of transportation is now incorporated in the UMT Act. 

(c) Quasi-public transit corridor corporations would be 
eligible to receive Section 3 funds. Eligible projects under 
Section 3 would include grants for station sites and transit corridors. 

(d) Recipients under the existing Section 3 capital grant 
program (and Section 5 capital and operations program) ar~ade 
subject to certain restrictions respecting the provision of s~_··_'J . Fo,....,, 
bus service. /..:0 ... ro~ 

f.~:·' ~ 
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(e) The charter bus proV1s1ons of existing Section 3(f) 
which protect the rights of private operators would apply to 
grants for both the purchase and operation of buses. 

3. Section 15 of the UMT Act. 

(a) The provisions of the UMT Act relating to the 
maximum funds available to individual States are eliminated. 

(b) The Secretary is required to develop 
financial reporting system by January 10, 1977. 
all recipients of formula grants must participate 
system as a condition to receiving assistance. 

4. Miscellaneous 

a data and 
After July 1, 
in the new 

(a) Model cities transit programs must comply with 
the requirements of Section 3 (e) of the UMT Act. 

{b) The Secretary must investigate unsafe conditions in 
transit facilities, equipment and operations funded by the UMT 
Act which result in serious safety hazards and require the 
correction of such unsafe conditions. 

(c) Grantees must set non-peak hour fares for elderly 
and handicapped persons at a level not to exceed one-half of 
the regular fare. 

3. 

1978, 

Title II establishes a two-year $40 million demonstration program 
to determine the feasibility of fare-free urban mass transportation 
systems. Federal grants for such projects may not exceed 80 percent 
of the project cost. 

Title III authorizes a $14 million demonstration program in 
Hammond, Indiana, for the relocation of railroad lines for the 
purpose of eliminating highway railroad grade crossings. 

Comment 

S. 386 differs from the Administration's proposed Unified Transportation 
Assistance Program (UTAP) in a number of respects. First, S. 386 
does not establish a consolidated highway and mass transportat.~!¥l--., 

/ rDR0 ·, 
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formula grant program. 

Second, while UTAP did contain a discretionary grant program 
for major transit capital investments, its funding was significantly 
less than the $7.8 billion now available for capital grants as 
a result of S. 386. Finally, while involving the States as a 
major participant in the transit program for the first time, S. 386 
does not designate the States as recipients of all funds distributed 
under the formula grant program. 

S. 386 does, however, embody some of the main features sought 
in UTAP. For the first time it provides a flexible transit 
grant program with funds distributed by formula. This will result 
in improvements in vital mass transportation services in more 
than 250 urbanized areas, affecting almost 70o/o of our population. 
Further, since it is a formula grant program with funds distributed 
to State and local officials closest to the problems, this can be 
achieved without requiring that all decisions come from Washington. 

S. 386 provides for an $ll. 8 billion urban mass transit program 
over a six-year period. UTAP allowed approximately $9. 3 billion 
for urban mass transit and the House-passed Federal Mass 
Transportation Assistance Act (FMTA) allocated $ll billion for 
assistance in both urban and rural areas. 

The schedule for the actual expenditure of the formula-based funds 
under the new Section 5 program ($3. 975 million) starts with $300 
million in 1975 and ultimately reaches $900 million in 1980. The 
scheduling of the new discretionary capital funds added for the 
Section 3 program, however, is not specified. Capital projects 
would be funded on a maximum 80 percent Federal, 20 percent local 
basis, and operating expenses on a maximum 50 percent Federal, 50 
percent local basis. In both cases, S. 386 would permit the Secretary 
to set a level lower than the maximum Federal share... UJ:rler UTAP, 
the Department had proposed an 80 percent Federal share for both 
capital and operating assistance, but we have no objection to the 
lower Federal share provided in S. 386. In addition, any recipient 
under the Section 5 program would be subject to a maintenance of 
effort requirement. There is also a broad provision allowing the 
Secretary to impose by regulation such conditions pertaining to the 

'· 
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use of the formula funds as he may deem appropriate. 

The formula by which the formula grant funds would be 
distributed, one -half on population and one -half on population 
density, is acceptable to the Department because it allocates 
funds on the basis of mass transportation need rather than on 
the basis of the amount of mass transportation service already 
in being. 

As noted above, So 386 provides a significant amount of new 
resources for the public transportation program, but in 
establishing these levels, we believe the Congress has been 
sufficiently responsive to the urging of the Administration that 
anti-inflation programs not be jeopardized. 

The Governors have consistently objected to the fact that the 
present UMTA program deals directly with cities. The House­
passed FMTA would have placed control largely in the hands 
of the Governors. Under UTAP, formula grants would have 
been channeled entirely through the Governors. The formula 
grant program contained in S. 386 attempts to define a middle 
ground by giving formula funds destined for cities of less than 
200, 000 population to the Governors, and by requiring agreement 
among the Governor and appropriate local officials on a recipient for 
cities of over 200, 000 population. In addition, it provides for 
a substantive role for the Governors in the basic planning process 
required before grants are awarded. We view this as an acceptable 
compromise. 

Section llO of S. 386 permits the use of 50 percent of the funds 
for a capital project to be used for operating expenses. State 
and local funds would have to be substituted for Federal funds 
applied to operating expenses so as not to affect the approved capital 
project. This would enable cities (principally New York) ):o 
indirectly use monies from their local capital budget to provide support 
for operations. Inasmuch as this will enhance the flexibility 
of State and local officials in meeting their most pres sing needs 
and will not result in slowing down capital projects, we do not 
have any substantial objection to this provision. 
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S. 386 contains several additional prov1s1ons not sought by the 
Administration. These include a requirement that a recipient 
charge no more than half fare for the elderly and handicapped 
during off-peak hours, an authorization for fare-free demonstration~, 
an authorization for grants to quasi-public authorities, and a rail 
grade crossing demonstration project in Hammond, Indiana. In 
our opinion, these should be considered to be miscellaneous 
provisions that probably would have been incorporated in any transit 
legislation passed this year. They have no serious programmatic 
impact. 

As indicated above, S. 386 is consistent with many of the goals 
sought by the Department in the area of urban transportation 
financing, and does indeed represent a landmark in the provision 
of Federal assistance for mass transportation in our nation's 
urban areas. In addition to meeting the need for expanded and 
more flexible Federal assistance to improve and support mass 
transit systems throughout the Nation, it should contribute substantially 
to efforts to conserve energy and to reduce air pollution and traffic 
congestion. Therefore, the Department urges that the President 
sign S. 386. 



DRAFT SIGNING STATEMENT 

s. 386 

NATIONAL MASS TRANSPORTATION ACT OF 1974 

Today I have signed into law the National Mass Transporta-

tien Act of 1974. As I indicated in my message to the Congress 

last week, enactment of a long-term, comprehensive public 

transportation bill has been one of the priority items in my 

legislative program for the 93rd Congress. I am pleased to see 

that the Congress and the Administration, working together, can 

act expeditiously on a matter of such importance to the people 

of the Nation. 

By providing expanded and more flexible Federal assistance 

to public transportation programs throughout the country, this Act 

can be a substantial boost to our efforts to conserve valuable 

petroleum energy, reduce air pollution in our cities and towns, 

and improve urban livability through the reduction of automotive 

congestion. It represents a further step in Federal support for 

public transportation--support which has significantly increased 

during the last ten years due to continued cooperation between 

the Executive and Legislative branches of government. 

./ 
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Certainly this Act, like any other major Legislation, 

reflects a compromise between the Administration and the Congress. 

However, I am pleased to sign this new Act because it does 

incorporate several principles which are critical thrusts of my 

Administration's domestic program. 

First, it enhances the flexibility of state and local officials 

to use Federal financial assistance to meet their most pressing 

needs. For the first time, this new Act will enable state and 

local officials to use Federal mass transportation financial assistance 

for transit operating assistance if they, not Federal officials, 

determine that such assistance is their highest priority need. 

Second, it balances program goals with the overriding need 

for Federal fiscal restraint. Without question, this Act provides 

significant new resources for the public transportation program. 

However, these funding authorizations are responsive to the levels 

which I felt could be supported without jeopardizing our anti-inflation 

programs. 

With the approval of significant new funding authorizations 

comes the responsibility to ensure that each Federal tax dollar 

produces the maximum transportation benefits possible. To help 

fulfill this :vital responsibility, the Secretary of Transportation will 
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soon issue policies and procedures to guide Federal financial 

assistance to major transit capital projects. Furthermore, we 

intend to carefully implement the operating assistance provisions 

of this new Act to achieve expanded public transportation services. 

Lastly, it will expand the cooperative Federal/state/local 

relationship in the planning and execution of the public transit 

program. By providing multi-year financing, coupled with a 

growing portion of the funds allocated by a predictable formula, 

this Act will enable state and local officials to plan their public 

transportation program-a recognition of both the increasing state 

role in financing new public transportation and the need for 

coordination of public transportation planning and programming 

with that of other transportation modes. 

I especially note the provisions which will enable us to continue 

and to expand our efforts to improve public transportation in our rural 

and small urban areas. Public transportation in these areas is an 

emerging need, and we will use the provisions of this new Act to 

meet these needs. Furthermore, should it prove necessary, we 

will not hesitate to propose additional legislation to provide effective 

assistance to our rural and small urban areas. 
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The National Mass Transportation Act of 1974 responsibly 

addresses a major national issue. It is the product of tireless 

effort by many individuals, both in and out of government. I am 

proud to sign this Act, and I look forward to extending this strong 

cooperation between the Administration and the Congress to other 

issues critical to the future of the Nation. 

-- . ~ .... ~,. 
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EXECUTIVE OFF.ICE OF THE PRESIDENT 
COUNCIL ON ENVIRONMENTAL QUALiiTY 

722 JACKSON PLACE, N. W. 

WASHINGTON, D. C. 20006 

MEMORANDUM FOR WILFRED ROMMEL 
OFFICE OF MANAGEMENT AND BUDGET 

SUBJECT: National Mass Transportation Assistance 
Act of 1974 

The Council has reviewed the National Mass Transportation 
Assistance Act of 1974 and has found it consistent with 
the National Environmental Policy Act. We strongly 
recommend that it proceed into law as soon as possible. 

Thank you for the opportunity to comment on this important 
legislation. 

d. {JuL._ 
-~ ~ Gary idman 

Gener 1 Counsel 



THE WHITE · HO.USE 

ACTION MEMORANDuM WASHINGTON LOG NO.: 748 

Date: November 25, 1974 Time: 5:15 p.m. 

FOR ACTION: Mike Duval t) . ;f- . cc (for information): Jerry Jones 
Bill Timmons O.r.phon~ Warren Hendriks 
Phil Areeda clew4'n'lf3 

FROM THE STAFF SECRETARY 

DUE: Date: Monday, November 25, 1974 Time: 6:00 p.m. 

SUBJECT:Enrolled BillS. 386- National Transportation Assistance 
Act of 1974 

ACTION REQUESTED: 

-- For Necessary Action ~ For Your Recommendations 

_ _ Prepare Agenda and Brief __ Draft Reply 

-X---- For Your Comments _ ·- Draft Remarks 

REMARKS: 

Please call comments to Judy Johnston x2219. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the :required material, please 
tele}Jhone the Staff Secretary immediately. 

K. R. COLE, JR. 
For the President 



THE WHITE HOUSE 

ACTION MEMORANDUM 

Date: November 25, 197 4 

FOR ACTION: Mike Duval/ 
Bill Timmons 
Phil Areeda 

FROM THE STAFF SECRETARY 

WASHINGTON., LOG NO.:· 748 

Time: 5 : 15 p • m • 

cc (for information): Jerry Jones 
Warren Hendriks 

DUE: Date: Monday, November 25, 1974 Time: 6: 00 p.m. 

SUBJECT: Enrolled Bill S. 386 - National Transportation Assistance 
Act of 1974 

ACTION REQUESTED: 

-- For Necessary Action 
X . 

__ For Your Recommendahons 

-- Prepare Agenda and Brief __ Draft Reply 

-X- For Your Comments __ Draft Remarks 

REMARKS: 

Please call comments to Judy Johnston x2219. 

: 

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. Warren K. Hendriks 

For the President 



_ .. _._ .. . ~ · TH E W HI TE H OUSE 

ACTION i\ f E:\fORANDC.i\.-1 

Date : November 25, 197 4 

FOR ACTION : Mike Duval 
Bill Timmons 
Phil Areeda~ 

FROM THE STAFF SECRETARY 

WA SH l :'i G T O :'i LOG NO.: 748 

T. 5:15 p.m. une: 

cc (for information): Jerry Jones 
Warren Hendriks 

DUE: Date: Monday, November 25, 1974 Time: 6 : 0 0 p • m. 

SUBJECT: Enrolled Bill S. 386 - National Transportation Assistance 
Act of 1974 

ACTION REQUESTED: 

_ _ For Necessary Action ~ For Y cur Recornrnendations 

1:'------ "--- ..l - - -..l 'Q_ ; .., j: 
-- ... ·~~ '-Ao4C.." · ·~ .... ·---- - · · - - - -- -

-X- For Your Comments 

REMARKS: 

_ _ Draft Remarks 

Please call comments to Judy Johnston x2219. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

, 1 

. -

If you have any questions or if yo u anticipate a 

dela y i:-t submitting :."~:() ::-e:qu.i::-ed r.o.ai:erial, please 

i:~lepho:".e the S~a££ Secretary immr:diately. W~ r~en K. Hendriks 
Fer the President 



THE WHITE HOUSE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASHIN-GTON 

November 25, 1974 

MR. WARREN HENDRIKS 

WILLIAM E. TIMMONS-tr 

Action Memorandum - Log No. 748 

Enrolled Bill S. 386 - National Transportation 
Assistance Act of 1974 

The Office of Legislative Affairs concurs in the attached 
proposal and has no additional recommendations. 

Attachment 

\ ~~) .:,_ ... , 

~-;> 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHiNGTON, D.C. 20503 

NOV 2 5 S74. 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill S. 386 - National Transportation 
Assistance Act of 1974 

Sponsors - Sen. Williams (D) Netv Jersey and 6 others 

Last Day for Action 

Purpose 

Authorizes $3.975 billion in contract authority to be used 
over a six-year period for a new formula grant program to 
States and localities for mass transit capital or operating 
assistance; authorizes an additional $4.825 billion in con­
tract authority for the existing Federal mass transit assist­
ance program; authorizes $40 million over a two-year period 
for a demonstration no-fare program; requires the establish­
ment of a uniform reporting system; and limits eligibility 
for assistance to States and localities which have a continu­
ing comprehensive transportation planning process. 

Agency Recommendations 

Office of Management and Budget 

Department of Transportation 
Council on Environmental Quality 
Department of Agriculture 
Department of Labor 
Department of Housing and Urban 

Development 
Department of the Treasury 

. ~- ·~-~- --~--------·------- ·- .. _____ _,_ ___________________________ ---

Approval 

Approval 
Approval 
Approval (Inf o:·:::::Jlly ) 
No objection (Ii.ct'orr:::al17) 

Defers to DOT (lnt:Srmal.lr~ 



At Mr. Rommel's request, attached is a 

DOT draft signing statement and an OMB 

draft enrolled bill memorandum. Both are 

staff drafts which have not been cleared 

by policy level officials. If you have 

questions over the weekend, please call: 

Janet Fox Office - 395-3890 

Home - 338-7493 

Nick Stoer Office - 395-4752 

Home - 299-7807 



--- -- ------

'{)Of - rJvt.rft­
JL/ J-;)_/ I'( 

:.- ·· ·:-·. 

Today we s1gn into law L~e National Mass 

'.f.r&"l.sportation Act of 1.~1~., 'W""nich marks an important 

- ~ ~ ., .. .... . lcng-ter.m maJOr ~eaera~ comm~trnen~ to mass transpor-

tation. This is a .s'Ubstan'tia"l s"tep forward in -our 

long-term, comprehensi~~ trru~sit bill it was ~n~ of 

tbJe 93rd Congress. r am proud to see that the Congress 

p~ople of the Nation. 
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billion additional federal -dollars for capital 

.i.nvestm~nt in mass trans:p-ort.at.ion systems.. In. 

addition, it will ma}~e available nearly $4. bi-_C.flon 

in federal funds~ al1ccatefl to urbanized areas on 

o~ capital assistance for mass transit. This Act 

~~~ ·a~so 4GK th~ fir~ :~~he federal 

'JO"\"eznment ~deal with tJ::·~ ~i'»l\ t-..r.a.l'lspo.rtat.im ze~as 

so long 

in these less-populated areas. In s~~~ the leqislation 

thae 1 sign today will m~~e available $11~~ bLL~i~ 

. FO~~~tion support. 

;•1-:::~~i.ng and program. .a~:·~~-2Ct.Z:~:t:2-~... It. "i:ii1! 'ft-11: i::l:i~ 

\ 
first time make avail«...ble s~!~ .:< pr.edict..ahle an.-::i 

th.::t states and localities .can .p.lau i .. ntelligen.tl.y for 

~heir long~term needs. ~t ~lll ~or the first ~i~ 

~ ··-~~.:.~ .:--:..· ··,;.t· .--. , - .J~- -'.'::'"' . • ... ...... · · · ~ .-, . ... ~ =-·- .... -.. ·· ..... . ... , .. . ...... . 

• 

~. 
f;:.:~ 
.b . 
~\:-# .. 

;_~ 
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bring the Governors into the mass transportati-on 

t~~ ~~vernors will be wholly responsible for ~~~ 

of 1~ss than 200,000 population, and will have a 

role in the ·Jesignation. of a recipient -for program 

f:un~.s in urbanized areas o.f more than 200 ~ 00'0 pups:dcrt:-i:v"n .. 

' 
si~~ly planned developm~~t. ~~ ~~ -~h~n a~~~ 

pravl~ed for it~ 

\ 

addition~ it will fc:r -th~ ~:ir&t tL--n!! ma.lce availabl.~ 

~~to ~ass transit syste~s~ we must provide ho~ equlpment 

•. 

-.- ~ -:-·....4,· ~·- · "'.·-.!"'- "' .: ~· ·· "' · ·" · · · ·! .•· ":"- - ·-· : ra. ·,_.~ . . -.~""\ ·• - · " ·....,.· -::.-~ - - . • . 

.. . - ·-- J-.· --. - --- -- - ··· 
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and facilities 

co~venient and 

fea-e~al funds provid~d u...'!\-d-e~ :t.-f-ii'S Act are :»-th~n~, 

~~«~~er, to supplementr net ~~~ the state and 

support :tr>..ass transportat . .in..n cp£:?.:rations .. 

is comprehensive 1 reliable and fiscally soa~d~ I 

~i~e piece of legislativ~. 

signing it into law. 

OMB recommends that a statement be added concerning 
the "alternate use" provision of the bill, re the 
fact that it is fiscally unwise to use Federal funds 
for operating costs, and then later to replace them 
with state or local funds intended for capital 
purposes. 

·~ ----·----.,.. .....,__,__ ___ ... _,,.._. _______ -.. -_..... ... -··~·..:..~~- _......,..,.... ~--· ·------·--·----·-·· 



DRAFT - Fox/Stoer 11-22·-74 ·.- :~-- . 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill S. 386 ... National Mass Transportation 
Assistance Act of 1974 

Sponsors - Sen. hilliams (D) New Jersey and six 
others 

Last Day for Action 

December 1 1974 ... 

Purpose 

Authorizes $11.8 billion in appropriations over a six-year 

period to be used for grants to States and localities for 

mass transit capital or operating' assistance; authorizes 

$40 million over a two-year period for a demonstration 

no-fare program; 

requires the establishment 

of a uniform reporting system; and limits eligibility for assist-

ance-to States and localities which have a continuing compre-

hensive transportation planning process. 

Agency Recommendations 

Office of Management and Budget 

Department of Transportation 
Council on Environmental Quality 
Department of Labor 
Department of Housing and Urban 

Development 
Department of the Treasury 
Department of Agriculture 

Approval 

Approval 
Approval (;~"~{"r ..... o~lly) 
Defers to DOT (informally) 

/ 

Approval (informally) 
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Discussion 

s. 386 as enrolled is the result of almost two years of dis­

cussions between Congress and the executive branch, and 

of conference committee meetings and modifications. It was 

originally an unacceptable short-term operating subsidy bill. 

After much negotiation and effort, the Conferees reported out 

an amended version on October 3, 1974, which would provide for 

an ~cceptable program of long term capital and operating 

assistance. It differs from the Administration's proposed 

Unified Transportation Assistance Program (UTAP), which would 

have combined some mass transit and highway funds and would 

have given the States and localities increased flexibility on 

how to use those funds. 

While S. 386 does not contain this particular UTAP proposal, it does 

follow the UTAP example in providing for Federal operating 

assistance for transit operations for the first time. Previously, 

Federal assistance was limited to capital investments. Despite 

the substantial Federal relief for capital expenditures, however, 

many transit systems continue to operate at a deficit and have 

had to rely upon State and local funds to maintain, improve, 

and expand transit service. As one way to reduce air pollution 

and energy consumption, expanded use of mass transit can be 

helpful. To achieve this mass transit needs to be made more 

desirable and efficient to appeal to more people. Allowing the 



use of Federal grants for operating assistance may make this 

possible. To assure that the Federal funds are channelled into 

transit operations and do not simply result in local tax relief, 

a provision requested by the Administration would require that 

Federal funds be supplementary to and not in substitution for 

State and local funds to operate the system. This "maintenance 

of effort" requirement will ensure that a local fiscal and 

managerial responsibility for transit services is maintained. 

The bill would authorize $3.98 billion over a six-year period 

for a new formula grant program to be used, at local option, 

for operating assistance (up to 50 percent Federal share) or 

for capital assistance (up to BO percent Federal share). The 

distribution formula, based 50 percent on urbanized area 

population and 50 percent on population density, was initi~lly 

recommended by Secretary Brinegar in a letter to Senator 

Williams. 

The bill would also authorize an additional $4.8 billion in 
' 

funds over a six-year period for States and localities for the 

existing capital assistance grant programs. Combined with an 

unobligated balance from previously authorized funds of about 
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$3 billion, the total would be $7.8 billion for transit capital 
1Af."lu t.v"'i/~/Jh 

grants, of which~$500 million would be Qi~~arkeg for ru~al 

. transit grants. Continuing ~he practice of the ·existing 

capital grant program, these funds would be distributed at the 

discretion of the Secretary of Transportation. 

Sound financing practice 

be funded with long term 

dictates that operating expenses not 
~~tvo..Jer 

debt. However,
11

an "alternate use" 

provision of the bill, included principally for the benefit of 

New York City, States or localities could use up to one-half 

of the funds granted to them under the discretionary capital grant 

program for operating assistance, provided the Federal funds 

are replaced by State and local funds within two years. The 

funds which State and local gcvernment would probably use to 

replace the Federal funds would be the proceeds of bonds which 

are usually and properly restricted to capital investment. This 

"alternate use" provision would hide one yeai's local operating 

expenses in the following year's capital budget, thus providing 

Federal sanction of a practice which subverts the principles of 

sound financing and the customary intent of local bonding to 

provide for capital investment, not operating expenses. This 

unsound financing practic~ could prematurely consume bond proceeds 
~ "';I~ ,,-f:,y 

for operating costs exhaust~the capacity to make needed capital 

investment, put excessive subsidies into transit operations, and 

accelerate Federal outlays. DOT believes that it can develop 
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administrative regulations to control the more undesirable 

effects that this provision creates. We would urge that the 

signing statement point out the onerous aspects of this 

provision. 

S. 386 would authorize $40 million over a two-year period 

to fund up to 80 percent of the cost of demonstration programs 

to determine the feasibility of fare-free mass transit. DOT 

objected to this categorical grant because sufficient authority 

already exists to fund such projects. The bill would also 

require localities receiving Federal assistance to charge the 

elderly and handicapped no more than one-half the normal peak hour 

fare during nonrush hours. While we believe this matter is more 

appropriately a local decision, neither this nor the demonstration 

no-fare provisions create serious objections to the bill. 

The bill would extend the labor protection provisions of Section 

13(c) of the Urban Mass Transportation Ac~now limited to capital 

grant~1 to the Federal ope~ating as~istance grants. These pro­

visions have often been the cause of delay in mass transit 

projects and have come under criticism by some Congressmen and 

local officials as generating undue costs and labor management 

probl~ms. While the Labor Department supports this extension, . • . .. . 
the Administration· ha~ . opposed it because there has been no 
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rationale provided for the extensiori of such protection to grants 

for operating expenses, nor have analyses been undertaken of the 

inflationary impacts of 13(c) resulting from its application 

to grants for capital projects. 

The bill would require DOT to establish, and Federal assistance 

recipients to use, a uni~orm system of accounts and records. 

This would be a great improvement over the present diversification 

of reporting systems, and should allow for better comparison 

and evaluation of mass transit systems and their benefits and 
• 

costs. 

The bill would require that States and localities establish a 

continuing comprehensive transportation planning process in order 

to qualify for Federal assistance after July 1, 1976. This is 

compatible with similar requirements in the Federal-aid h~ghway 

program and will assure that States and localities consider 

alternate forms and routes of transit 'systems in their overall 

transportation programs. 

The bill contains a number of other new provisions. It would 

authorize DOT to investigate unsafe conditions in any facility, 

equipment or operation financed under the bill, and to withhold 

further Federal assistance, if necessary, until the unsafe con-

ditions are being corrected. It would forbid Federal assistance 

recipients who have not previously engaged in school bus opera­

tions from doing so, unless no other adequate school bus opera­

tions are available. It would authorize $14 million for the 
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· _ _. ·-·~·-

relocation of railroad lines in Hammond, Indiana, for the purpose 

of eliminating highway railroad grade crossings. 

* * * 
While there are some undesirable provisions in s. 386, the 

bill in general is a great improvement over previous congressional 

proposals. Previous versions of s. 386 and the House bill, 

H. R. 12859, provided for more than $20 billion in Federal 

assistance and would have involved the Federal Government in the 

day-to-day operations of loc,al mass transit systems. While this 

bill's $11.8 billion authorization is more than the $9.5 billion 

requested by the Administration, it is within the guidelines 

of what you said would be acceptable. S. 386 would distribute 

about 34 percent of the funds on a formula basis, considerably 

less than the 55 percent contemplated in UTAP, but still a major 

and desirable departure from the current program. In short, the 

bill is a victory for the Administration and your signature is 

recommended. A proposed signing statement is attached for your 

use. 



THE WHITE HOUSE 

WASHINGTON 

II' z.z-7V 

For Your Information: -----
For Appropriate Hanclling: ~ 

tPtF? . 
Robert D. Linder 
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At Hr . Rommel's request , attac hed i s a 

DOT draft s igning statenent and an OMB 

draft enrolled bi ll memorandum. Bo-th are 

staff drafts which have not b een cleared 

by policy l eve l officials. If you have 

quest ions over the v,reekend, please call: 

Janet Fox Off ice - 39 5-389 0 

Home - 338-7 49 3 

Nick Stoer Office - 39 5-4752 

Home - 299 --780 7 
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lcng-tcnn :major federal ccm:nit.m€nt to mass transpor-

tation . 

Th&s is a fine piece of legislation~ 

tr~ 93rd Congress . r ~u proud to see that the Congress 

on a matt.~r such !.rnportance 

people of thG i~aticn ... 
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billion additional federal dollar~ for capitL-':.1 

..i.nvest.Jnent in mass trans~c--::::t.a'tion systems. In.. 

o~ capital assistance for mass transit. 7his Act 

uill ·also ·£Q? the £i~~~ ~~~~llwit the federal 
- ruJL.:.~-

o..o1.o .. ez-.;:?ment ~deal ~r.ri±h- .... ~,, ~ "-.r.2·lscorr-..a:-~--~n:r;> zz~dz -- ~-....... _;... Si::: /\-\. ~ ..,.!.: _ ---:.......:-;. .... <.~.-

.so long 

in these less-populated areas~ In sum , th.a 1.-!.!gislc.tio.n 

firs-t 
\ 

:time m•~\ke availa.ble s.:t.e..s.f:J.'."' Izr-e.d.ict.Rhle ;&d 

t.h.3t states and localities cun .p.l .... ~n Jnt.ellig:Pt).:t .. !.y for 

their long~term needs. 
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bring the Governors into the !'\"lass ·t.ranspol:tatiou 

t:"ti6. -Governors -v1ill be ,.,-holly responsible for -a~ea-s 

of l~ss than 200,000 popula~ionr and will have a 

role in the designation ~yf a Iecipi~nt. - fer program 

I 

add.ition, it ·~rill fo:r i.J:~ !"i:r~l ti~, ::! ma.~e <:tvai"lab1~ 

•. 

·-; (,. ··,..L·.~ ....... ·. r- ·~ .· - • ... J .. ... !:-~"' - -- : .... ~ •. -. -- . . .... . . .. . 

--·--

~ --

. 
,-. 

r 
' 

·-1 

- I 

' 

.:~ I 



- 4 -

and facili ti.cs that c.re co~~f.ortabJ._; t . reliai?:t~ and 
\,../fi'-.-'l.l./~V-€. Ck.t. \.. ''~-~~~ .~ 

ca._a.;..Tenient. and the z;~cm~n? to 4;rl;,;·:::0.:~te t-f~·h 'fhe ... ~ 

/'\J-1~~ 
to supplement~ net ~~~fti-n-.n£ 1 the st.at:e anii 

~nd fiscally sound~ I 

~i~~ piece of legislativ~. 

signing i ~: into la\..; .. 

~~ .. :- ~ . ..... ~~..;. ... ..> • ......... ·\-· .... _,. "'."· ..... · . ~ l' ..... . .. • - ... ~~ - ....... -. 

---···--·-· ---- ----· --- -· .. -·-~---- ·--.. --~----- ...... -... 

OMB rec ommends tha t n statement 1Je added concerni ng 
th II lt II c e. ·ernate use provision of the bill, rc the 
fact that j.t is fiscally unwise to use Federal funds 
for operating costs, and then later to replac e them 
with state or local funds intended for capital 
purposes . 
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DRAF'r - Fox/Stoer 11-22·-74 - -~ 

MEMORANDUN FOH THE PRESIDENT 

Subject: Enrolled Bill S. 386 - National Mass Transportation 
Assistance Act of 1974 

Sponsors - Sen. hilliams {D) New Jersey and six 
others 

Last Day for Action 

December 1 1974 -

Purpose 

Authorizes $11.8 billion in appropriations over a six-year 

period to be used for grants to States and localities for 

mass transit capital or operating· assistance; authorizes 

$40 million over a two-year period for a demonstration 

no-fare program; 

requires the establishment 

of a uniform reporting system; and limits eligibility for assist-

~nee-to States and localities which have a continuing compre-

hensive transportation planning process. 

Agency Recowmendations 

Office of Management and Budget 

Department of Transportation 
Council on Environmental Quality 
Department of Labor 
Department of Housing and Urban 

Development 
Department of the Treasury 
Department of Agriculture 

Approval 

Approval 
Approval (i,1{c>,,, .... .,lly) 
Defers to DOT (informally) 

/ 

Appioval (informally) 
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Discussion 

S. 386 as enrolled is the result of almost two years of dis-

cussions between Congress and the executive branch, and 

of conference com.111i ttee meetings and modifications. It v1as 

originally an unacceptable short-term operating subsidy bill. 

After much negotiation and effort, the Conferees reported out 

an amended version on October 3, 1974, which would provide for 

an ~cceptable program of long term capital and operating 

assistance. It differs from the Administration)s proposed 

Unified Transportation Assistance Program (UTAP), Nhich would 

have combined some mass transit and highway funds and would 

have given the States and localities increased flexibility on 

how to use those funds. 

~Vhile S. 386 does not contain this particular UTAP proposal, it does 

follow the UTAP example in providing for Federal operating 

assistance for tra~sit operations for the first time. Previously, 

Federal assistance was limited to capital investments. Despite 

the substantial Federal relief for capital expenditures, however, 

many transit systems continue to operate at a deficit and have 

had to rely upon State and local funds to maintain, improve, 

and expand transit service. As one way to reduce air pollution 

and energy consumption, expanded usc of mass transit can be 

helpful. To achieve this mass transit needs to be 

desirable and efficient to appeal to more people. 
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use of Federal grants for operating assistance may make this 

possible. To assure that the Federal funds are channelled into 

transit operations and do not simply result in local tax relief, 

a provision requested by the Administration would require that 

Federal funds be supplementary to and not in substitution for 

State and local funds to operate the system. This "maintenance 

of effort" requirement will ensure that a local fiscal and 

managerial responsibility for transit services is maintained . 

. 
The bill would authorize $3.98 billion over a six-year period 

for a new formula grant program to be used, at local option, 

.for operating assistance (up to 50 percent Federal share) or 

for capital assistance (up to BO percent Federal share). The 

distribution formula, based 50 percent on urbanized area 

population and 50 percent on population density, was initi2lly 

recommended by Secretary Brinegar in a letter to Senator 

Williams. 

The bill would also authorize an additional $4.8 billion in 

funds over a six-year period for States and localities for the 

existing capital assistance grant programs. Combined with an 

unobligated balance from previously authorized funds of about 
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$3 billion, the total 
t.{f "G 

gr~nts, of which~$500 

would be $7.8 billion for transit capital 
1: \~" Cl 'I";)(:-

million would be ~milrke.Q. for ru:r.;-al 

. tran ~i t grants. Continuing the practice of the ~xisting 

capital grant program , these funds would be distribute d at the 

discretion of the Secretary of Transportation. 

Sound .financing practice dictates that operating expenses not 
LA.vtd e-r 

be funded with long term debt. However, /\an "alternate use" 

provision of the bill, included principally for the benefit of 

New York City, States or localities could use up to one-half 

of the funds granted to them under the discretionary capital grant 

program for operating assistance, provided the Federal . funds 

are replaced by State and local funds within two years. The 

funds which State and local governr.1ent would probably use to 

replace the Federal funds would be the proceeds of bonds which 

are usually and properly restricted to capital investment. This 

"alternate use" provision would hide one year's local operating 

expenses in the f6llowing year's capital budget, thus providing 

Federa l sanction of a practice which subverts the principles of 

sound financing and the customary intent of local bonding to 

provide for capital investment, not operating expenses . This 

unsound financing practice could prematurely consume bond proceeds 
c~ ·~.:, /:-7' 

for operating costs exhaust~-g- the capacity to make needed capital 

investment, put excessive subsidies into transi t operations, and 

accelerate Federal outlays. DOT believes that it can deve lop 
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administrative regulations to control the more undesirable 

effects that this provision creates . We would urge that the 

signing statement point out the onerous aspects of this 

provision. 

S. 386 would authorize $40 million over a t wo-year £7iod 

to fund up to 80 percent of the cost of demonstration programs 

to determine the feasibility of fare-free mass transit. DOT 

objected to this categorical grant because sufficient authority 

already exists to fund such projects. The bili would also 

require localities receiving Federal assistance to charge the 

elderly and handicapped no more than one-half the normal peak hour 

fare during nonrush hours . While we believe this matter is more 

appropriately a local decision, neither this nor the demonstration 

no-fare provisions create serious objections to the bill . 

. ·,•., 

The bill would extend the labor protection provisions of Section 

13(c) of the Urban Mass Transportation Ac~now lim~ted to capital 

grant~1 to the Federal ope~ating as~istance grants . These pro­

visions have often been the cause of delay in mass transit 

projects and hav~ come under criti6ism by some Congressmen and 

local officials as generating undue costs and labor management 

problems. ~vhile the Labor Department supports this extension, 
;>· . 

the Administration has opposed it because there has been no 
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rationale provid e d for the extension of such prote ction to grants 

for operat ing expenses, nor ha ve analyses been undertaken of the 
I 

inflationary impacts of 13(c) resulting from its application 

to grants for c apital projects. 

The bill would require DOT to establish, and Federal assistance 

recipients to use, a uniform system of accounts and records. 

This would be a great improvement over the pres e nt diversif ication , 
of reporting systems, and should allow for better comparison 

and evaluation of mass transit systems and their benefits and 

costs. 

The bill would require that States and localities establish a 

continuing comprehensive transportation planning proces s in o rder 

to qualify for Federal assistance after July l, 1976. This i s 

compatible with similar requirements in the Federal-aid htghway 

program and will assure that States and localities consider 

alternate forms and routes of transit ·systems in their overall 

transportation programs. 

The bill con ta ins a number of other new provisions. It would 

authorize DOT to inves tigate unsafe condi tions i n any facility, 

equipment or operation financed under the bill, and to withhold 

further Federal assistance, if necessary, until the unsafe con-

ditions arc being corrected. It would forbid Federa l assis t ance 

recipients who ha ve not previously engu.ged in schoo l bus opera-

tions from doing so, unless no other adequate school bus opera-

.. ·. "';. . ~ "' tions arc u.vailable. It would authorize $14 million for the 
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relocation of railroad lines in Hammond, Indiana, for the purpose 

of'elimini1ting highway r<1ilroad grade crossings. 

* * * 
While there are some undesirable provisions in S. 386, the 

bill in general is a great improvement over previous congressional 

proposals. Previous versions of S, 386 and the House bill, 

H. R. 12859, provided for more than $20 billion in Federal 

assistance and would have involved the Federal Government in the 

day-to-day oper<1tions of loc,al mass transit systems. While this 

bill's $11.8 billion authorization is more than the $9.5 billion 

requested by the J\dministri1tion, it is within the guidelines 

of what you said would be acceptable. B. 386 \•lOuld distribute 

about 34 percent of the funds on a formula basis, considerably 

less than the 55 percent contemplated in UTAP, but still a major 

and desirable departure from the current program. In short, the 

bill is a victory for the Administration and your signature is 

recooonended. A proposed signing statement is attached for your 

use. 




