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Rinety-third Congress of the Knited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Wednesday, the third day of ]anut;xy,
one thousand nine hundred and seventy-three

An At

To amend the Urban Mass Transportation Act of 1964 to permit financial assist-
ance to be furnished under that Act for the acquisition of certain equipment
which may be used for charter service in a manner which does not foreclose
private operators from furnishing such service, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) section 3
of the Urban Mass Transportation Act of 1964 is amended by adding
at the end thereof the following new subsection: '

“(f) No Federal financial assistance under this Act may be provided
for the purchase of buses unless as a condition of such assistance the
agyglicant or any public body receiving assistance for the purchase of
of buses under this Act or any publicly owned operator receiving such
assistance shall as a condition of such assistance enter into an agree-
ment with the Secretary that such public body, or any operator of mass
transportation for the public bocf » shall not engage in charter bus
operations outside of the urban area within which 1t provides regularly
scheduled mass transportation service, except as provided in the
agreement authorized by this subsection. Such agreement shall provide
for fair and equitable arrangements, appropriate in the judgment of
the Secretary, to assure that the financial assistance granted under
this Act wirl}i not enable public bodies and publicly and privately
owned operators for public bodies to foreclose private operators from

§ the intercity charter bus industry where such operators are willing and
able to provide such service. In addition to any other remedies specified
in the agreements, the Secretary shall have the authority to bar a
grantee or operator from the receipt of further financial assistance
for mass transportation facilities and equipment where he determines
that there has been a continuing pattern of violations of the terms of
the agreement. Upon receiving a complaint regarding an alleged
violation, the Secretary shall investigate and shall determine whether
a violation has occurred. Upon determination that a violation has
occurred, he shall take appropriate action to correct the violation
under the terms and conditions of the agreement.”.
(b) (1) The first sentence of section 164(a) of Public Law 93-87,
approved August 18, 1973, is amended—
(1) by inserting “or” before “(2)”; and '
(2) by striking out “or (3) the Urban Mass Transportation
Act of 1964, ,
(2) The second sentence of such section 164 (a) is amended by strik-
ing out ¢, (2), and (3)” and inserting in lien thereof “and (2)”.
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Skc. 2. The Secretary shall amend any agreements entered into pur-
suant to section 164a of the Federal-Aid Highway Act of 1973, Public
Law 93-87, to conform to the requirements of section 1 of this Act.
The effective date of such conformed agreements shall be the effective
date of the original agreements entered into pursuant to section 164a.

Eanl QLT

Speaker of the House of Representatives.
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I certify that this Act originated in the House of Representatives.

lerk.
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EXECUTIVE OFFICE OF THE PRESIDENT
' OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

| » ' DEC.29 1973
X o5

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 10511 -- Use of buses funded
by UMTA in competition with private charter buses
Sponsor - Rep. Wright (D) Texas, Rep. Minish (D)
New Jersey and Rep. Stanton (D) Ohio

.('FORO
Last Day for Action

(ERALp

January 3, 1974 - Thursday

Purgose

Amends the Urban Mass Transportation Act of 1964 to relax
the present stringent prohibition against an applicant for
UMTA funds for the purchase of mass transit buses engaging
in certain charter bus activities.

Agency Recommendations

Office of Management and Budget Disapproval (Memorandum
of Disapproval attached)

Department of Transportation Disapproval (Memorandum

of Disapproval attached)

Discussion

Section 164 (a) of the Federal~Aid Highway Act of 1973 (P.L.
93-87) contains a provision that flatly prohibits the
Secretary of Transportation from providing financial
assistance to localities for the purchase of buses under
either the Urban Mass Transportation Act of 1964 or the
Federal-Aid Highway Act unless the applicant agrees not to
engage in charter bus service in competition with private
bus operators outside of the area within which it regularly
operates. If a single violation of that agreement occurs,
the Secretary must permanently bar the recipient from any
further such Federal assistance.



The original intent of Section 164 (a) was to provide
legitimate protection for private bus operators. How- -
ever, its precise wording and the severe penalty it
imposes (complete loss of funds for bus purchases under
both acts) has had the effect of halting most Federal
_grants for transit bus purchases pending a change in the
law.

The enrolled bill would relax the prohibition w#th respect
to Mass Transit Act funds but would leave it in effect with
respect to Highway Act funds. . Under the amendment that
would be made to the Urban Mass Transportation Act, the
Secretary would be authorized to secure agreements from
~grant applicants providing fair and equitable arrangements

to assure that Federal financial assistance will not enable ‘fftfv:

subsidized public bus operators to compete unfairly with
private operators in intercity charter bus service. . The

Secretary would be authorized to investigate formal com- - e e

plaints of violations of the agreement and take appropriate
action if he determines a violation has occurred. . He could,
as a last resort, withhold any future federal funds for the
purchase of buses.

- The failure to provide a similar relaxation in the prohi-
bition applicable to highway funds constitutes, in our
judgment, a major deficiency in the bill. . The Administra-
. tion has consistently maintained the position that the

" restrictions on Federal funds for the purchase of buses

. should be uniform, whether or not the funds are provided
under the UMTA program or the Federal-Aid Highway Program.

We believe that this deficiency in the bill warrants serious
- consideration of a veto on the basis of the arguments set .
out below.

Arguments in favor of disapproval may be summarized as
- follows: :

-- enactment of the bill would tend to under-
mine the Administration's successful efforts
in the 1973 Federal-Aid Highway Act to pro-
vide for the use of highway funds for urban

"mass transit, especially for the purchase of
buses.




the Congress almost adopted a modification of
section 164 (a) which would have applied to
both the UMTA funds and Highway funds. The
Senate version of the bill was amended on the
floor to apply to both UMTA and Highway funds
and it passed by unanimous consent. The

. House insisted on its version, which applied

to only UMTA funds. Under pressure for
adjournment, the Senate finally agreed to

the House version. With the assistance of a
Presidential veto, Senator Baker and others
favoring a modification of section 164 (a) to
apply to both funds could llkely secure. passage
of such ‘legislation.

a delay in obtaining enactment of legislation
covering both acts will have no practical
effect on communities since there is-a 9 to

12 month backlog on deliveries of ordered buses.

Arguments in favor of approval may be summarized as follows:

approval would achieve half of the objective
sought by the Administration and Congress can,
be pressed hard for the other half early in
the next session.

if signed, grant recipients could begin to
order buses immediately under the UMTA program
instead of awaiting further congressional action.

Senator Baker and others are committed to using
Federal-aid highway funds for mass transit as
well as highways, and have called for further
remedial legislation in the next session of
Congress to eliminate the restrictions of
section 164 (a) on the Highway funds.

a veto could be misunderstood at a time when
the Administration is changing its public
posture to more strongly favor mass transit
to meet energy needs.



DOT in its letter recommending your disapproval of the enrolled
bill points out that:

"We maintained that the prohibition should apply
to recipients of funds under both the Federal-Aid
Highway program and the UMTA program . . .
However, the enrolled bill . . . modifies the
restrictions only as they apply to the UMTA
program, leaving intact the burdensome penalt;es
applicable to Federal-Aid Highway funds. 1In .
this way, H.R. 10511 would . . . discourage the
use of nghway funds for the purchase of buses --
a provision which was one of the central achieve-
ments of the Federal-Aid Highway Act of 1973."

On balance, we concur with DOT's position and recommend that
you withhold approval of H.R. 10511. In our judgment, this
action would serve as an effective basis for seeking early
congressional action to relax the present restrictions of
section 164 (a) of the Federal-Aid Highway Act.

DOT has drafted a memorandum of disapproval which is attached
for your consideration. We have also prepared a memorandum
of dlsapproval for consideration. In our memorandum your
action is presented as dramatizing the need for proper action
by Congress which, if promptly taken, will have no practical
adverse effect.

Director

Enclosures
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Mr. Wrrians, from the Committee on Banking, Housing and
Urban A ffairs, submitted the following

REPORT

‘ [To accompany H.R. 105111

The Committee on Banking, Housing and Urban Affairs, to which -
was referred the bill (FLR. 10511) to amend section 164 of the Fed-
eral-Aid Highway Act of 1973 relating to financial assistance agree-
ments having considered the same, reports favorably thereon with
amendment and recommends that the bill as amended do pass.

EXPLANATION - OF THE BILL

The Federal-Aid Highway Act of 1972, Public Law 93-87, approved
August 13, 1973, contains a provision, Sec. 164(a), that forbids the
Secretary to extend federal financial assistance for the purchase of
buses under either the Urban Mass Transportation Act of 1964 or the
new provisions of the Federal-Aid Highway Act that authorize the
use of Federal-Aid Highway funds for mass transit, unless the appli-
cant for the assistance agrees not to engage in charter service in com-
petition with private bus operators outside of the area within which
it provides reguiarly scheduled mass transportaion service. The pen-
alty for even a single violation of the agreement is debarment from the
receipt of further federal assistance. v

Section 164(a) was added to the Act in conference ; the affected in-
dustries and the Department of Transportation had no opportunity
to comment on its potential impact. It appears that its immediate
consequence has been to force a prospective applicant for federal assist-
ance for the purchase of buses to choose between accepting the federal
assistance and continuing its existing charter service. Section 164(a)
has halted grants of Federal funds for bus purchases under the UMTA
program and virtually eliminated Tederal-Aid Highway funds from

S.R. 547
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consideration by State and local officials as a funding source for bus
transit needs. This result is inconsistent with the national objective
of encouraging the growth of mass transportation, an objective that
has gained urgency as a result of the current energy emergency.

The Committee agrees with the private charter operators that they
should not be put out of business because of the competitive advantage
enjoyed by operators receiving Federal capital assistance; on the other
hand, grantees of federal assistance ought not be prohibited: from
offering to the public needed charter services. The bill that the Com-
mittee reports today is designed to give the Secretary of Transporta-
tion the authority to tailor arrangements to provide equitable solu-
tions to the problem. The bill would amend Section 164(a) to require
that, as a precondition of grants under the Urban Mass Transporta-
tion Act, the grantee and/or the ultimate operator of the federally-
financed equipment must enter into an agreement with the Secretary
designed to assure that the financial assistance will not enable public
bodies and operators to foreclose private operators from the inter-city
charter bus industry where private operators are willing and able to
provide service. The agreement shall be enforceable by the Secretary;
for a continuing course of violations the Secretary is authorized to bar
a grantee or ultimate operator of the equipment from the receipt of
further federal capital assistance. :

The language of the bill is a slight modification of H.R. 10511 as
passed by the House, designed to achieve the same result ; the modifica-
tion eliminates language in the House bill that would have directed
the Secretary to provide against “unfair or destructive competition.”
Your Committee thought that the use of antitrust language was not
‘appropriate in the context of a regulated industry, but wishes to make
it clear that the intent of the substitute language is also to prevent
public subsidies from driving private enterprise out of the charter bus
industry. ‘ .

Since this amendment is intended to rectify the damage done by

Section 164(a), it is the intent of the Committee that the Secretary’

should exercise his authority to prescribe the terms and conditions of
grants to revise any agreements heretofore entered into pursuant to
Section 164(a) to reflect the new standard and remedies authorized by
this new legislation.

The National Association of Motor Bus Operators, the Institute for
Rapid Transit, the National League of Cities-U.S. Conference of May-
ors, American Transit Association, and the Administration are all
supportive of the substantive language of the bill.

Cost or Carrvine OUT THE Brwy

It is estimated that no additional Federal funds will be necessary
to carry out the provisions of this bill.

Coroon RuLr

In the opinion of the Committee, it is necessary to dispense with
the requirements of Subsection 4 of Rule XXIX of the Standing
Rules of the Senate in order to expedite the business of the Senate in
connection with the report.

O
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THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

December 28, 1973

Honorable Roy L. Ash :
Director

Office of Management and Budget
~ Washington, D. C. 20503

Dear Mr. Ash:

This is in response to your request for the views of the
Department on H,R. 10511, an enrolled bill

"To amend the Urban Mass Transportation Act of
1964 to permit financial assistance to be furnished
under that Act for the acquisition of certain equipment
which may be used for charter service in a manner
which does not foreclose private operators from
~ furnishing such service, and for other purposes.'

H.R. 10511 would amend section 164(a) of the Federal-Aid

Highway Act of 1973 to soften the restriction against the

provision of charter bus service by recipients of federal

financial assistance for the purchase of buses under the Urban

Mass Transportation Program. .

Section 164(a) now provides that no Federal financial assistance
shall be provided to an applicant for purchase of buses under

either the Urban Mass Transportation Act or the Federal-Aid
Highway Act of 1973 unless such applicant and the Secretary of
Transportation shall have first entered into an agreement that

such applicant will not engage in charter bus operations in
competition with private bus operators outside of the area within
which such applicant provides regularly scheduled mass transportation
service. The penalty for violation is debarment from further
Federal assistance under either of the programs. In effect,

section 164(a) forces transit operators to relinquish charter revenues
for the duration of their operation if they wish to receive any
federal capital grants for the purchase of buses.
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The impact of section 164(a) has been to impede acceptance of bus
purchase grants under the UMTA program and the Federal-Aid
Highway program. Both the House and Senate have agreed that,
although private charter bus operators require some protection
from competition with public transit operators whose capital costs
may be underwritten to some degree by federal grants, section
164(a) is unnecessarily burdensome. Recognizing that some degree
of protection is appropriate, however, the public and private bus

operators ang the Department agreed upon the scheme contained in
section 1(a) of H.R. 10511,

H.R. 10511 would require a grantee of federal funds for the purchase

of buses not to engage in charter bus operations outside of the urban
.area within which it provides regularly scheduled service except

in accordance with the terms of an agreement incorporating arrangements
appropriate in the judgment of the Secretary to assure that the

Federal financial assistance would not enable the grantee (or its
agent-operator) to foreclose private operators from the intercity

charter bus industry. H.R. 10511 would require the Secretary to
prevent Federally subsidized public authorities from undercutting

private charter bus operators, without placing him in the undesirable ...
position of having to regulate the charter bus industry,

Rl

We maintained that the prohibition should apply to recipients of
funds under both the Federal-Aid Highway program and the UMTA
program. Such an approach was adopted in the bill passed by the
Senate. However, the enrolled bill, which adopted the approach
taken in the measure as originally passed by the House, modifies
the restrictions only as they apply to the UMTA program, leaving
intact the burdensome penalties applicable to Federal-Aid Highway
funds., In this way, H,R. 10511 would place more onerous conditions
on transit operators receiving funds under the Highway program than
pursuant to the UMTA program. It thus would discourage the use of
Highway funds for the purchase of buses -~ a provision which was
one of the central achievements of the Federal-Aid Highway Act

of 1973,

If the President does not sign H.R, 10511, section 164(a) would
remain in effect, impeding the acquisition of buses with funds under
the UMTA and Federal-Aid Highway programs until Congress enacts
a modification that applies uniformly to grants under both the UMTA
and Highway programs., The Department believes this to be the
best course.



The 1973 Federal-Aid Highway Act makes av... ... $780 million

in fiscal year 1974 and $800 million in each of - ‘iscal years
1975 and 1976 for the urban system program. 1\ -: of the
potential grantees who would choose to use the: ads for transit
purposes will want grants for the purchase of "~ - . The
increased demand that is likely to result fron - uel shortage
makes it critical that the use of Federal-Aid .y funds for
transit be both easy and attractive. H,R. 10, ild work
directly against that goal. Therefore, the D~..- . _3nt recommends

that the President not sign H.R. 105l1l.

Sincerely,

<ORO , .
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Crm— THE WHITE HOUSL
LOG 1O.: 158

AUTTON MENMORANDUAM

WASHINGYON

Décember 29, 1973 Time: 4:00 p. m,
Bruce Kehrli

cc (for information):
Dave Gergen

Melvim Tt

FOR ACTION:

TR TR

e - -
% s FOTHE STATE S8CR

Monday, December 31, 1973 Time: 2:00 p. m.

SURIECT: Enrolled Bill H. R. 10511 - Use of Buses Funded by UMTA
in Competition with Private Charter Buses

ACT

XX Tox Your Recommendations

ssary Aciion

. For Yece

Drait Reply

r
Py

nare Agenda and Brie

—. Fre
. For ¥our Conments - Draft Remarks

REMARIKS:
Do you concur with the OMB and DOT recommendation that the above
mentioned bill (H. R. 10511) be vetoed? .

- %T- Please return to Kathy Jensen

West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

Tt vou have ony guestions or if ycu anticipate a
dolay in sukmitting tho roouired raaterial, pleose CRAIC GOSDEN’
teiephicins tha Slafl Secretary imraediaicly. For the Président



THE WHITE HOUSE

WASHINGTON
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January 2, 1974 < .
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MEMORANDUM FOR: KATHY JENSEN

FROM: DUDLEY CHAPMAN Me

SUBJECT: Enrolled Bill H. R, 10511 - Use of Buses

Funded by UMTA in Competition with
Private Charter Buses - LOG NO.: 158

We have no objection to the recommendation to veto,
and prefer the OMB version of the veto message.

Attachment : ©
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/ ACTION MEMORANDUNM

Date: December 29, 1973
Melvin Laird
Dana Mead
Bxpyce Harlow
en Garment

Bill Timmons
I' GZCRETARY

FOR ACTION:

THE

WILITE HOUSE

LOG MNO.:

WANSHHINGTON
Time:

4:00 p. m.

Bruce Kehrli
Dave Gergen

cc (for information):

Monday, December 31, 1973

Time: 2:00 p. m.

Enrolled Bill H. R. 10511 - Use of Buses Funded by UMTA

in Competition with Private Charter Buses

T OIRTONAY S eNT T .
ACTICH RuQUESTIED:

—— I'or liccessary Action

—— . Frepore Agsnda and Brief
- Yer Your Comments

REMARIS:

Tor Your Recommendations

XX

e Dzaft Reply -

v Draft Remarks

Do you concur with the OMB and DOT recommendation that the above
mentioned bill (H. R. 10511) be vetoed?

Please return to Kathy Jensen
West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any guestions or if you anticipate a

Lt T 4
teiephions thn

Slafi Secretary imraediaicly.

CRAIG GOSDEN
For the President



THE WRITE HOUSE

WASHINGTON

January 2, 1974

MEMORANDUM FOR: THE PRESIDENT o L
FROM: © REN @2/ | SRR o
SUBJEGT: - LRoRy

CHARTER BUSES BILL

BACKGROUND

There are very strict statutory restrictions prohibiting mass transit_
companies from engaging in charter bus services with buses purchased
with Federal funds, The purpose of the restriction is to protect Pl'_i"at”
charter bus companies, but the effect has been to discourage transit

companies from using Federal grant programs to buy buses because they
badly need the chasxter revenue.’

o "

 Two Federal programs provide funds for bus purchases: (1) the Urban
Masz Transit Act, and {2) the Federal-pAid Highway Act of 1973. Enrolled

Bill H.R. 10511 (sce Tab A for Enrolled Bill memo) relaxes the present

. stringent prohibition against mass transit buses engaging in charter -
activities but only if the buses wore purchased with UMTA funds; if Federal

aid highway funds were used, the strict xestriction would still apply.

Therefore, the effect of H.R. 10511 will be to discourage use of highway
funds for buses thereby subverting the flexibility gainad whenx your mass
trausit initiative was ecoacted as a part of the 1973 Highway At.

ORPTIONS AVAILABLE

1. Sign H.R. 10511 and seek additional legislation to apply the
relaxation to buses funded from the highway prograim.

2, tPoclket! veto H. R. 10511 and seek new legislation cdvering

both UMTA and highway funded buses.




STAFF RECOMMENDATIONS

Secretary Brinegar, Mol Laird, Bryce Harlow, Roy Ash and Bill Timmons
recommend that you Ypocket” veto H. R, 10511, They believe that. if this
bill becomes law, there will be no congressional pressure for legxslat.mn
' to provids parity for buses purchased with highway funds. However, ,15 you
_veto this bill, there is a reasonable chance that a new effort to get an
‘across~the-board relaxation will succeed and the delay will not significantly

hurt the bus purchasing efforts of communities due to 2 backlog ﬁf bus orders.

.

RECOMMENDED AGTION | o (3
I recommend that )fcu "pocket' veto H,R, 10511 Q‘,
Hgree Disagree- -Sign the bill

' S=zc¢ Me

»

If you agree to pocket wveto, 1 recommend the attached velo statemenﬁ.
(Tab B). .
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January 2, 1974

MEM O"{ ANDUM OF DISAPPROVAL

evalved s0 as to become an antx-—transﬂ: measure.

I regret that T cannot approve H.R. 10 511, a Bm to amend the ‘
Urban Mass Transpoztation Ac£ of 1964. Unfortunately, this bill has
g »
In its favor is the fact tha,t H.R, 10511 would fa.cihta.te the use
of Urban Mass Transportation monies for the purchase of buaea by
allowing such eq\npment to be used for cha.:.ter services. Unfortunately,
however, the bill would leave in effect the prohibitmn a.gaxnst using buses
purcha.sed with Federalu-A»ul Highway funds in. charter actxvxtxea.k Byi
creating dxfferunt sta.nda.rds for the purchase of busea from tha tWo
programas, the bill would &iscoura,;e the use of highway fu*xda for mase
transit purposes. It would thus undermme one of the central achxevements

of the Federal-Aid Highway Act of 1973, the provi_.sion giving greater

flexibility to States and communities in meeting thelir transportation

p~oblems. This we cannot afford. v

1 strongly supported leglslatlon which apphed uniformly to both
the Federal-Aid Highway program and the Urban Mass. 'i'ransportatzon
program. The rSena.tc version of the bill provided ﬁexxbxh"y, encouragmg
bus purchases from both of these funding asources. It is essential that
our communities' mass transit companies can use their buses o produce

badly needed charter revenues, and I will cbntinue to press for this

balanced flexibility.




-2 -

As we face gasoline shortages and an increasing ~ -
for public transportation, we should do all we can te &

local officials genuine ﬂexibility to use Federal-Aid T " 3y

{unas to iznprove mass transxt 1i‘ they so desxre; Ia.
’ holdmg my axgnature from H. R. 10511 beca:use t’ms L |
'would work du-ectly acalnst that obJective.

Iurge the Congress !:o act early in the next ses:
relax the charter pronibltxon uniformly with respec’ !
the Federal-Aid‘ Highwa? programr and the Urban Ma':
fffa.népo::tation program. If this action is taken pre

our mass transit systems need not suffer any advex:

segquences., .
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THE WHITE HOUSE

WASHINGTON

1/2/74

TO: GEORGE JOULWAN

FROM: DAVID C. HOOPES

Attached is a decision paper
regarding H.R. 10511. The
last day for action is
January 3, 1974, Steve Bull
is holding the bill pending
possible veto.

Attached also is the veto
statement which has been

cleared with everyone here.
_ Thank you.
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THE WHITE HOUSE

WASHINGTON

January 2, 1974

MEMORANDUM FOR: THE PRESIDENT

FROM: KEN @2/

SUBJECT: CHARTER BUSES BILL

BACKGROUND

There are very strict statutory restrictions prohibiting mass transit
companies from engaging in charter bus services with buses purchased

with Federal funds. The purpose of the restriction is to protect private o
charter bus companies, but the effect has been to discourage transit '
companies from using Federal grant programs to buy buses because they
badly need the charter revenue.

Two Federal programs provide funds for bus purchases: (1) the Urban
Mass Transit Act, and (2) the Federal-Aid Highway Act of 1973, Enrolled
Bill H.R. 10511 (see Tab A for Enrolled Bill memo) relaxes the present
stringent prohibition against mass transit buses engaging in charter

v F

activities but only if the buses were purchased with UMTA funds; if Federal . .

aid highway funds were used, the strict restriction would still apply.
Therefore, the effect of H.R. 10511 will be to discourage use of highway

funds for buses thereby subverting the flexibility gained when your mass
transit initiative was enacted as a part of the 1973 Highway At.

OPTIONS AVAILABLE

1. Sign H.R. 10511 and seek additional legislation to apply the
relaxation to buses funded from the highway program.

2. uPocket! veto H.R. 10511 and seek new legislation covering
both UMTA and highway funded buses.




STAFF RECOMMENDATIONS

Secretary Brinegar, Mel Laird, Bryce Harlow, Roy Ash and Bill Timmons
recommend that you "pocket'" veto H. R. 10511. They believe that if this

bill becomes law, there will be no congressional pressure for legislation

to provide parity for buses purchased 'with highway funds. However, if you
veto. this bill, there is a reasonable chance that a new effort to get an
across-the-board relaxation will succeed and the delay will not significantly
hurt the bus purchasing efforts of communities due to.a backlog of bus orders.

RECOMMENDED ACTION

I recommend that you ''pocket' veto H.R. 10511

Agree Disagree--Sign the bill

See Me

1f you agree to pocket veto, I recommend the attached veto statement
(Tab B). ' '



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

MEMORANDUM FOR THE PRESIDENT

" Subject: Enrolled Bill H.R. 10511 -~ Use of buées funded

© - by UMTA in competition with private charter buses e

Sponsor - Rep. Wright (D) Texas, Rep. Minish (D)
New Jersey and Rep. Stanton (D) Ohio

Last Day for Action $}Uﬂug\ - e
- January 3, 1974 - Thursday ‘ ;; §§ o
o : <, Ry : _
‘Purpose ) \Ql\-“/// -

_Amends the Urban Mass Transportation Act of 1964 to relax
the present stringent prohibition against an applicant for
* UMTA funds for the purchase of mass transit buses engaging
in certain charter bus activities.

i
Agency Recommendations

'~ Office of Management and Budget . Disapproval (Memorandum -.
. : of Disapproval attached)

Department of Transportation | Disapproéal (Memorandum
' : of Disapproval attached)

Discussion

. Section 164 (a) of the Federal-Aid Highway Act of 1973 (P.L.
93-87) contains a provision that flatly prohibits the
‘Secretary of Transportation from providing financial
assistance to localities for the purchase of buses under
either the Urban Mass Transportation Act of 1964 or the
Federal-Aid Highway Act unless the applicant agrees not to
‘engage in charter bus service in competition with private
‘'bus operators outside of the area within which it regularly
- operates. If a single violation of that agreement occurs,
the Secretary must permanently bar the recipient from any
further such Federal assistance.
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The original intent of Section 164 (a) was to provide
legitimate protection for private bus operators. How-
ever, its precise wording and the severe penalty it
- imposes (complete loss of funds for bus purchases under
both acts) has had the effect of halting most Federal
grants for transit bus purchases pending a change in the
" law. : : ' :

0
0
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The enrolled bill would relax the prohibition with respect

to Mass Transit Act funds but would leave it in effect with . - ...
respect to Highway Act funds. Under the amendment that
would be made to the Urban Mass Transportation Act, the
- Secretary would be authorized to secure agreements from
grant applicants providing fair and equitable arrangements
"fo assure that Federal financial assistance will not enable .
subsidized public bus operators to compete unfairly with s
.private operators in intercity charter bus service. - The e
Secretary would be authorized to investigate formal com~- T
plaints of violations of the agreement and take appropriate . ..
- action if he determines a violation has occurred. . He could, =~ =

as a last resort, withhold any future federal funds for the
purchase of buses. ' -

_The failure to provide a similar relaxation in the prohi-

_bition applicable to highway funds constitutes, in our

" judgment, a major deficiency in the bill. : The Administra-

_tion has consistently maintained the position that the )
restrictions on Federal funds for the purchase of buses
should be uniform, whether or not the funds are provided
under the UMTA program or the Federal-Aid Highway Program. o
We believe that this deficiency in the bill warrants serious.

_consideration of a veto on the basis of the arguments set
out below. ) '

s e §

Arguments in favor of disapproval may be summarized as
- follows: : :

.-~ enactment of the bill would tend to under-
mine the Administration's successful efforts
iri the 1973 Federal-Aid Highway Act to pro-
vide for the use of highway funds for urban

- mass transit, especially for the purchase of

. buses. '
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_—— the Congress almost adopted a modification of
section 164(a) which would have applied to
both the UMTA funds and Highway funds. The
Senate version of the bill was amended on the
floor to apply to both UMTA and Highway funds
and it passed by unanimous consent. The
House insisted on its version, which applied Y
to only UMTA funds. Under pressure for
adjournment, the Senate finally agreed to
the House version. With the assistance of a
Presidential veto, Senator Baker and others
. favoring a modification of section 164{(a) to
" apply to both funds could likely secure passage
of such legislation. _ '

otRALy

‘== a delay in obtaining enactment of legislation
covering both acts will have no practical
effect on communities since there is a 9 to

‘12 month backlog on deliveries of ordered buses.

.F0R,

Topyav

Arguments in favor of approval may be summarized as follows:

~—~ approval would achieve half of the objective
sought by the Administration and Congress can
be pressed hard for the other half early in
the next session. '

-~ if signed, grant recipients could begin to
order buses immediately under the UMTA program
instead of awaiting further congressional action.

—— Senator Baker and others are committed to'using
Federal-aid highway funds for mass transit-as
well as highways, and have called for further
remedial legislation in the next session of
Congress to eliminate the restrictions of
section 164(a) on the Highway funds.

-~ a veto could be misunderstood at a time when
the Administration is changing its public
posture to more strongly favor mass transit
to meet energy needs. p
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DOT in its letter recommending your disapproval of the enrolled
. bill points' out that:- - '-- D S TIPS s sl .-': R TCr S L e

"We maintained that the prohibition should apply
to recipients of funds under both the Federal-aAid
Highway program and the UMTA program . . . -«
©  However, the enrolled bill . . . modifies the | .

“yestrictions only as-they apply to the UMTA ST T

- program, leaving intact the burdensome penalties

- applicable to Federal-Aid Highway funds., In

this way, H.R. 10511 would . . . discourage the

S . use of Highway funds for the purchase of buses —-
a provision which was one of the central achieve-
ments of the Federal-Aid Highway Act of 1973.%.

___ on balance, we concur with DOT's position and recommend that .. _..

~=77gsn withhold approval of H.R. 1051I. "In our judgment, this L
action would serve as an effective basis for seeking early =~ =
congressional action to relax the present restrictions of

section 164(a) of the Federal-Aid Highway Act. -
‘ Hoes A 4 e
DOT has drafted a memorandum of disapproval which is attached

for your consideration. We have also prepared a memorandum

of disapproval for consideration. In our memorandum your

w e ot oo tiahiblge, .

r ' action is presented as dramatizing the need for preper action .
by Congress which, if promptly taken, will have no practical
adverse effect. -

Director ' o
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*THE SECRETARY OF TRANSPORTATION' R+
' WASHINGTON, D.C. 20390 :
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December 28, 1973

Honorable Roy L. Ash

-2z s Director oo TTIERTLE eI B A ;--p X g
Office of Management and Budget , A , mT
Washington, D. C. 20503 }E . ,

o . ' - : ' », :
]
Dear Mr. Ash: , \\_/
This is in re‘sponse to your request for the views of the-
Department on H. R. 10511, an enrolled bill ) B
ey .--’-5—5»”‘* s T TSR :Jr*%‘%:-':*ﬁz:'e:m-—ﬂ-*f—vz“- Bl e B e AR Pttt s

~"To amend the Urban Mass Transportation Act of
1964 to permit financial assistance to ‘be furnished
under that Act for the acquisition of certain eguipment
which may be used for charter service in 2 manner
which does not foreclose private operators from
furnishing such service, and for other purposes."

. H.R. 10511 would amend section 164(3.)' of the Federal~Aid .
Highway Act of 1973 to soften the restriction against the
provision of charter bus service by recipients of federal
financial assistance for the purchase of buses under the Urban
Mass Transportation Program.

Section 164(a) now provides that no Federal financiai assistance
. shall be provided to an applicant for purchase of buses under
either the Urban Mass Transportation Act or the Federal-Aid

Highway Act of 1973 unless such applicant and the Secretary of
Transportation shall have first entered into an agreement that

such applicant will not

competition with private bus operators outside of the area within ‘
which such applicant provides regularly scheduled mass transportation |

service. The penalty

_ Federal assistance under either of the programs. In effect, »

‘ section 164(a) forces transit operators to relinquish charter revenues
]
l
|
i
i

for the duration of the
federal capital grants
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engage in charter bus operations in

for violation is debarment from further

ir operation if they wish to receive any
for the purchase of buses.
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The impact of section 164(a) has been to impede acceptance of s
- . purchase grants under the. UMTA program and the Federal-Aid .
Highway program. Both the House and Senate have agreed that,
although private charter bus operators require some protection
from competition with public transit operators whose capital costs
may be underwritten to some degree by federal grants, section
164(a) is u_nnecessarﬁ:y burdensome. Recognizing that some degree '"9
. of protection is appropriate, however, the public and private b=

operators and the Department agreed upon the scheme contained in
sectmn 1{a) of H.R. 10511,

H.R. 10511 would require a grantee of federal funds for the pumhase -

" of buses not to engage in charter bus operations outside of the urbam:
. .area within which it provides regularly scheduled service excepE are
in accordance with the terms of an agreement incorporating armngernse
appropriate in the judgment of the Secretary to assure that the .
Federal financial assistance would not enable the graptee (or itz - 1'v
agent-operator) to foreclose private operators from the intercily e
charter bus industry. H.R. 10511 would require the Secretary fo .
prevent Federally subsidized public authorities from undercutting
private charter bus operators, without placing him in the undesirable
position of having to regulate the charter bus industrey. - Tos

We maintained that the prohibition should apply to recipients of
funds under both the Federal-Aid Highway program and the UMTA i
program. Such an approach was adopted in the bill passed by the
Senate. However, the enrolled bill, which adopted the approack
taken in the measure as originally passed by the House, modifies
the restrictions only as they apply to the UMTA program, leaving
“intact the burdensome penalties applicable to Federal-Aid Highway
~ funds, In this way, H,R. 10511 would place more onerous cond&ions
“on transit operators receiving funds under the Highway program than
pursuant to the UMTA program, It thus would discourage the zse offiis
Highway funds for the purchase of buses -~ a provision which was
one of the central achievements of the Federal-Aid Highway Act
of 1973,

1f the President does not sign H.R. 10511, section 164{a) would
remain in effect, impeding the acquisition of buses with funds wder
the UMTA and Federal-Aid Highway programs until Congress emcts
a modification that applies uniformly to grants under both the GMTA
and Highway programs, The Department believes this to be the -
best course. - -
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The 1973 Federal-Aid Highway Act makes available $780 nillion

jn fiscal year 1974 and $800 million in each of the fiscal years
.1975 and 1976 for the urban system program. Most of the

potential grantees who would ‘choose to use these funds-for transit -

purposes will want grants for the purchase of buses. The

sncreased demand that is likely to result from the fuel shortage

makes it critical that the use of Federal-Aid Highway funds for

transit be both easy and attractive. H.R. 10511 would work

directly against that goal., Therefore, the Department recommends
_that the President not sign H.R. 1051L ‘
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January 2, 1974

MEMORANDUM OF DISAPPROVAL

I regret that I cannot approve H.R. 10511, a bill to amend the
Urban Mass Transportation Act of 1964. Unfortunately, this bill has

evolved so as to become an anti-transit measure.

YUR
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In its favor is the fact that H, R, 10511 would facilitate the use
-of Urban Mass Transportation moﬂies.for the purchase of buses by
allowing such equipment to be used for charter services, Unfortunately,
however, the bill would leave in effect the prohibition against using buses
purchased with Federal-Aid Highway funds ir; charter activit;.es. By
creating different standards for the purchase of buses from the two .
programs, the bill would discourage the use of highway funds for mass
transit purposes. It would thus undermine one of the centrakachievements. .
of the Federal-Aid Highway Act of 1973, the provision giving greater
flexibility to States and communities in meeting their transportation
problems. This we cannot afford.

I strongly supported legislation which applied uniformly to bothb
the Federal-Aid Highway program and the Urban Mass Transportation
program. The Senate version of the bill provided flexibility,{ encouraging
bus purchases frorﬂ both of these 'fundiﬁg sources. It is essential that
our communities' mass transit companies can use their buses to produce
badly needed charter revenues, and I will continue to press for this

balanced flexibility.

[ e - L e




relax the charter prohibition uniformly with respect to both -

-2 -

As we face gasoline shortages and an increasing dernand
for public fransportation, we should do all we .can to afford
local officials genuine flexibility to use 'Federali—Aid Highway
fundé to improve mass transit if they so desire. 1 ai’n with-
holding my signature from H. R. 1051l because this legislatipn
would work airect}.y against that objective. |

Iurge the Congress to act early in the next session to

o- 10

A

the Federal-Aid Highway program and the Urban Mass

Qgﬁﬂ.la
Jopz0"

:rfanéportation program. If this action is taken prompfly,

our mass transit systems need not suffer any adverse con-

sequences.

#&#






















UNITED STATES OF AMERICA
GENERAL SERVICES ADMINISTRATION

National Archives and Records Service
Washington, DC 20408

May 28, 1976

Mr. Robert D. Linder

Chief Executive Clerk

Executive Office of the President
The White House

Washington, DC 20500

Dear Mr. Linder:

In accordance with the decision of the United States
District Court for the District of Columbia in Kenned

v. Jones (Civil Action No. 74-194, April 21, 1976), this
is to request that you transmit to the Administrator of
General Services (Office of the Federal Register) the
original of H.R. 10511, passed by the 93d Congress and
the subject matter of the cited litigation.

In accordance with the Administrator's authority under
~sections 106a and 112 of Title 1, United States Code,
we will publish the bill as an addendum to the public
laws enacted by the 93d Congress.

. e
(ﬁ%ncegelxtfg )
s D B
;‘ 3 -B,;_F_~ e B P -
C;«? Frolei Ay o P00

FRED J. EMERY® §
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Director of the Federal Register
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Keep Freedom in Your Future With U.S. Savings Bonds



THE WHITE HOUSE

WASHINGTON

July 16, 1976

Dear Mr. Emery:

In accordance with your request, I am sending

to you for publication as a public law the enrolled
bill H. R. 10511, an Act to amend the Urban Mass
Transportation Act of 1964. This action is being
taken pursuant to the Order entered April 21, 1976,
by the United States District Court for the District
of Columbia in Kennedy v, Jones (Civil Action

No., 74-194, DDC).

Sincerely,

Mutd s

Robert D. Linder
Chief Executive Clerk

Mr. Fred J. Emery

Director of the Federal Register
National Archives and Records Service
General Services Administration
Washington, D, C., 20408

Enclosure
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MEMORANDUM OF DISAPPROVAL

I have today withheld my approval from H.R. 10511,
a bill "To amend the Urban Mass Transportation Act of
1964, to permit financial assistance to be furnishedi
under that Act for the acquisition of certain equipment
which may be used for charter services in a manner which
does not foreclose private operators from furnishing such
service, and for other purposes."”

This bill is an anti-transit measure. It would have
the effect of.discouraging States and localities from using
the Federal-Aid Highway'prégram for mass transportation

facilities and equipment, thus undermining the central

achievement of the Federal-Aid Highway Act of>1973;

"H.R. 10511 would have béen aééeptablé if it appl;ed
uniformly to both the Federal-Aid Highway program and the
Urban'Mass Transportation program. However, the bill would
create different standards for the two programs, thereby
discouraging the use of highway funds for the purchase of
buses.

As we face gasoline shortages and an increasing demand
for public transportation, we should be making every effort
to insure that local officials have a real option to use
Federal-Aid Highway funds for mass transit. I am withholding

my signature from H.R. 10511 because it would have precisely

the opposite result.



I urge the Congress to act early in the next session
to relax the charter prohibition uniformly with respect
to both programs. If this action is taken promptly, no

practical adverse effects will occur to our mass transit

systems. _ _ '
< §0Rp
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THE WHITE HOUSE

December , 1973



e FOaN

VETO MESSAGE

W

I am withholding my signature from H.R. 10511l.

ERAL,
-«
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This bill is an anti-transit measure. It would have
the effect of discouraging states and localities from using
the Federal-Aid Highway program for mass transportation
facilities and equipment, thus undermining the central

achievement of the Federal-Aid Highway Act of 1973. It is

S———
P

truly insidious because it purports to be a pro-transit

measure.

H.R. 10511 would amend section 164 (a) of the Federal-
Aid Highway Act.of 1973 to modify the harsh restrictions
against the provision of charter bus service by recipients

. 9

of Federal financial assistance for the purchase of buses.
Section 164 (a) now forbids a grantee to provide charter bus
service outside of the area within which it provides regularly
scheduled mass transportation service. H.R. 10511 would
instead require the Secretary of Transportation to provide
for fair and equitable arrangements appropriate in his
judgment to assure that Federal financial assistance extended
under the Urban Mass Transportation Act of 1964 would not
enable the grantee to foreclose private operators from the
intercity charter bus industry where private operators are

willing and able to provide service. We all agree that the

private operators need and deserve some protection against



competition by sometimes heavily-subsidized public operators.
H.R. 10511 is an attempt to strike a balance between the
interests of private enterprise and the interest of the public

in allowing the mass transportation program to go forward.

H.R. 10511 would have been acceptable if itﬁhad applied
uniformly to both the Federal-Aid Highway progra% and the
Urban Mass Transportation program. However, the bill would
leave séction 164 (a) in effect with respect to‘grantees of
assistance for the purchase of buses under the Federal-Aid
Highway Act of 1973, creating different standards for the
two programs, the result of which would be to discourage

the use of highway funds for the purchase of buses.

The 1973 Federal-Aid Highway Act makes available $780
million in fiscal year 1974 and $800 million in each of the:
fiscal years 1975 and 1976 for the urban system program.
These funds are available now in urban areas for either
highway or transit use. The Act also makes it possible for
State and local officials to undertake non-highway mass
transit projects under some circumstances instead of interstate
highway system projects. As we face gasoline shortages and
an increasing demand for public transportation, we should be
making every effort to insure that local officials have a
real option to use these Federal-Aid Highway funds for mass

transit. I am withholding my signature from H.R. 10511
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because it would have precisely the opposite result. I urge

the Congress to act early in the next session to ease section

164 (a) uniformly with respect to both programs.
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I regret that I cannot approve H.R. 10511, a bill to amend the Urban
Mass Transportation Act of 1964. Unfortunately, this bill has evolved
so as to become an anti-transit measure. ’ t

In its favor is the fact that H. R. 10511 would facilitate the use of Urban
Mass Transportation monies for the purchase of 'bﬁses by allpwing such
equipment to be used for charter services. Unfortunately, however, the
bill would leave in effect the prohibition against using buses purchased
with Federal-Aid Highway funds in charter activities. By creating different
standards for the purchase of buses from the two programs, the bill would
discourage the use of highway funds for mass transit purposes. I.st would.
thus undermine one of the central achievements of the Federal-Aid Highway
Act of 1973, the provision giving greater flexibility to States and communities
in meeting their transportation problems. This we cannot afford.

I strongly supported legislation which applied uniformly to both the
Federal-Aid Highway program and the Urban Maés Transéortation program.
The Senate vérsion of the bill provided flexibility, encouraging bus purchases
from both of these funding sources. Itis essential that our communities'

mass transit companies can use their buses to produce badly needed charter

revenues, and I will continue to press for this balanced flexibility.
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As we face gasoline shortages and an increasing demand for public
transportation, we should do all we can to afford local officials genuine
flexibility to use Federal-Aid Highway funds to improve mass transit
if they so desire.' I am withholding my signatur'e from H R. 10511
because this legislation would work directly against that ijective.

I urge the Congress to act early in the next session to ‘i'elax the
charter prohlibition uniformly with respect to both the FedefaI-Aid Highway
program and the Urban Mass Transportation program. If this actibn is
taken promptly, our masvs transit systems need not suffer any adverse

consequences.

THE WHITE HOUSE

January 3, 1974,











