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project cost shall be provided, in cash, from 
sources other than Federal funds * * *.’’ 

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

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

Number four: 
‘‘With specific reference to the application 

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

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

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

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

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

As indicated above, it is clear that under 
the Act in question grants may not legally 
be made to purchase buses to be used ‘‘ex-
clusively’’ in the operation of charter bus 

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

The fourth question is answered accord-
ingly. 

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

Sincerely yours, 

FRANK H. WEITZEL,
Assistant Comptroller General

of the United States. 
Enclosures: 
The Honorable Bob Wilson, House of Rep-

resentatives. 

MARCH 29, 1976. 

INFLATIONARY IMPACT STATEMENT 

FINAL REGULATIONS ON SCHOOL BUS 
OPERATIONS 

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

ROBERT E. PATRICELLI,
Federal Mass Transit

Administrator. 

PART 609—TRANSPORTATION FOR 
ELDERLY AND HANDICAPPED 
PERSONS 

Sec. 
609.1 Purpose. 
609.3 Definitions. 
609.5 Applicability. 
609.23 Reduced fare. 

APPENDIX A TO PART 609—ELDERLY AND 
HANDICAPPED 

AUTHORITY: 49 U.S.C. 5307(d) and 5308(b); 23 
U.S.C. 134, 135 and 142; 29 U.S.C. 794; 49 CFR 
1.51. 

SOURCE: 41 FR 18239, Apr. 30, 1976, unless 
otherwise noted. 

§ 609.1 Purpose. 

The purpose of this part is to estab-
lish formally the requirements of the 
Federal Transit Administration (FTA) 
on transportation for elderly and 
handicapped persons. 
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