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The official version of Federal law is found in the United States Statutes at Large
and in the United States Code. The legal effect to be given to the Statutes at
Large and the United States Code is established by statute (1 U.S.C. 112, 204).1

AN ACT To authorize and direct the maintenance of adequate and efficient rail
services in the Midwest and Northeast region of the United States, and for other
purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act, di-
vided into titles and sections according to the following table of con-
tents, may be cited as the “Regional Rail Reorganization Act of
1973”.

TABLE OF CONTENTS

TITLE I—GENERAL PROVISIONS

Sec. 101. Declaration of policy.
Sec. 102. Definitions.

TITLE II—UNITED STATES RAILWAY ASSOCIATION

Sec. 201. Formation and structure.

Sec. 202. Functions of the Association.

Sec. 203. Access to information.

Sec. 204. Report.

Sec. 205. Rail Services Planning Office. *

Sec. 206. Final system plan.

Sec. 207. Adoption of final system plan.

Sec. 208. Review by Congress.

Sec. 209. Judicial review.

Sec. 210. Obligations of the Association.

Sec. 211. Loans.

Sec. 212. Records, audit, and examination.

Sec. 213. Emergency assistance pending implementation.
Sec. 214. Authorization for appropriations.

Sec. 215. Maintenance and improvement of plant. 2

Sec. 216. Purchase of debentures and series A preferred stock. 3

1The item relating to section 205 should probably be repealed.
2 Probably should be “Interim agreements.”.
3 Probably should be “Debentures and series A preferred stock.”.
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Sec. 217. Additional purchases of Series A preferred stock.
Sec. 218. United States Railway Association reports.
Sec. 219. Advisory Board.

TITLE III—CONSOLIDATED RAIL CORPORATION

Sec. 301. Formation and structure.

Sec. 302. Powers and duties of the Corporation.

Sec. 303. Valuation and conveyances of rail properties.

Sec. 304. Termination and continuation of rail services.

Sec. 305. Continuing reorganization; supplemental transactions.
Sec. 306. Certificates of value.

Sec. 307. Protection of Federal funds.

Sec. 308. Abandonments.

TITLE IV—TRANSFER OF FREIGHT SERVICE
[REPEALED BY SECTION 4033(a)(1) oF PUBLIC LAw 99-509]
TITLE V—EMPLOYEE PROTECTION
[REPEALED AUG. 13, 1981, P.L. 97-35, SEC. 1144, 95 STAT. 669]

TITLE VI—MISCELLANEOUS PROVISIONS

Sec. 601. Relationship to other laws.

Sec. 602. Annual evaluation by the Secretary.!
Sec. 603. Freight rates for recyclables. !

Sec. 604. Separability.

Sec. 605. Duty of transferee. 2

TITLE VII—PROTECTION OF EMPLOYEES

Sec. 701. Employee protection agreement. 3

Sec. 702. Termination allowance.

Sec. 703. Preferential hiring.

Sec. 704. Central register of railroad employment.
Sec. 705. Election and treatment of benefits.

Sec. 706. Assignment of work.

Sec. 707. Contracting out.

Sec. 708. New collective bargaining agreements.
Sec. 709. Employee and personal injury claims.
Sec. 710. Limitations on liability.

Sec. 711. Preemption.

Sec. 712. Factfinding panel.

Sec. 713. Class II railroads receiving Federal assistance.
Sec. 714. Arbitration.

TITLE I—GENERAL PROVISIONS

DECLARATION OF POLICY

N SEc. 101. (a) FINDINGS.—The Congress finds and declares
that—

(1) Essential rail service in the midwest and northeast re-
gion of the United States is provided by railroads which are
today insolvent and attempting to undergo reorganization
under the Bankruptcy Act.

(2) This essential rail service is threatened with cessation
or significant curtailment because of the inability of the trust-
ees of such railroads to formulate acceptable plans of reorga-
nization. This rail service is operated over rail properties which

1The items relating to sections 602 and 603 probably should be repealed.

1So in law. The period probably should have been a semicolon.

2 Probably should be “Tax payments to States.”.

3 Public Law 99-509, section 4024(c) repealed section 701, without repealing the item relating
to section 701 in the table of contents.
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were acquired for a public use, but which have been permitted
to deteriorate and now require extensive rehabilitation and
modernization.

(3) The public convenience and necessity require adequate
and efficient rail service in this region and throughout the Na-
tion to meet the needs of commerce, the national defense, the
environment, and the service requirements of passengers,
United States mail, shippers, States and their political subdivi-
sions, and consumers.

(4) Continuation and improvement of essential rail service
in this region is also necessary to preserve and maintain ade-
quate national rail services and an efficient national rail trans-
portation system.

(5) Rail service and rail transportation offer economic and
environmental advantages with respect to land use, air pollu-
tion, noise levels, energy efficiency and conservation, resource
allocation, safety, and cost per ton-mile of movement to such
extent that the preservation and maintenance of adequate and
efficient rail service is in the national interest.

(6) These needs cannot be met without substantial action
by the Federal Government.

(b) PURPOSES.—It is therefore declared to be the purpose of
Congress in this Act to provide for—

(1) the identification of a rail service system in the mid-
west and northeast region which is adequate to meet the needs
and service requirements of this region and of the national rail
transportation system;

(2) the reorganization of railroads in this region into an
economically viable system capable of providing adequate and
efficient rail service to the region;

(3) the establishment of the United States Railway Asso-
ciation, with enumerated powers and responsibilities;

(4) the establishment of the Consolidated Rail Corporation,
with enumerated powers and responsibilities;

(5) assistance to States and local and regional transpor-
tation authorities for continuation of local rail services threat-
ened with cessation; and

(6) necessary Federal financial assistance at the lowest
possible cost to the general taxpayer.

[45 U.S.C. 701]

DEFINITIONS

SEC. 102. As used in this Act, unless the context otherwise re-
quires—

(1) “Association” means the United States Railway Asso-
ciation, established under section 201 of this Act;

(2) “Commission” means the Interstate Commerce Com-
mission;

(3) “Commuter authority” means any State, local, or re-
gional authority, corporation, or other entity established for
purposes of providing commuter service, and includes the Met-
ropolitan Transportation Authority, the Connecticut Depart-
ment of Transportation, the Maryland Department of Trans-
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portation, the Southeastern Pennsylvania Transportation Au-
thority, the New Jersey Transit Corporation, the Massachu-
setts Bay Transportation Authority, the Port Authority Trans-
Hudson Corporation, any successor agencies, and any entity
created by one or more such agencies for the purpose of oper-
ating, or contracting for the operation of, commuter service;

(4) “Commuter service” means short-haul rail passenger
service operated in metropolitan and suburban areas, whether
within or across the geographical boundaries of a State, usu-
ally characterized by reduced fare, multiple-ride, and com-
mutation tickets, and by morning and evening peak period op-
erations;

(5) “Corporation” means the Consolidated Rail Corporation
required to be established under section 301 of this Act or its
successor by merger, consolidation or other form of succession
carried out under applicable law for the purpose of changing
the State of its incorporation;

(6) “effective date of the final system plan” means the date
on which the final system plan or any revised final system
plan is deemed approved by Congress, in accordance with sec-
tion 208 of this Act;

(7) “employees stock ownership plan” means a technique of
corporate finance that uses a stock bonus trust or a company
stock money purchase pension trust which qualifies under sec-
tion 401(a) of the Internal Revenue Code of 1954 (26 U.S.C.
401(a)) in connection with the financing of corporate improve-
ments, transfers in the ownership of corporate assets, and
other capital requirements of a corporation and which is de-
signed to build beneficial equity ownership of shares in the em-
ployer corporation into its employees substantially in propor-
tion to their relative incomes, without requiring any cash out-
lay, any reduction in pay or other employee benefits, or the
surrender of any other rights on the part of such employees;

(8) “final system plan” means the plan of reorganization
for the restructure, rehabilitation, and modernization of rail-
roads in reorganization prepared pursuant to section 206 and
approved pursuant to section 208 of this Act;

(9) “Finance Committee” means the Finance Committee of
the Board of Directors of the Association established under sec-
tion 201(i) of this Act;

(10) “includes” and variants thereof should be read as if
the phrase “but is not limited to” were also set forth;

(11) “local or regional transportation authority” includes a
political subdivision of a State. 1

(12) “Office” means the Rail Services Planning Office es-
tablished under section 205 of this Act;

(13) “profitable railroad” means a railroad which is not a
railroad in reorganization. The term does not include the Cor-
poration, the National Railroad Passenger Corporation, or a
railroad leased, operated, or controlled by a railroad in reorga-
nization in the region;

(14) “rail properties” means assets or rights owned, leased,
or otherwise controlled by a railroad (or a person owned,
leased, or otherwise controlled by a railroad) which are used or
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useful in rail transportation service; except that the term,
when used in conjunction with the phrase “railroads leased, op-
erated, or controlled by a railroad in reorganization”, shall not
include assets or rights owned, leased, or otherwise controlled
by a Class I railroad which is not wholly owned, operated, or
leased by a railroad in reorganization but is controlled by a
railroad in reorganization;

(15) “railroad” means a rail carrier subject to part A of
subtitle IV of title 49, United States Code. The term includes
the Corporation and the National Railroad Passenger Corpora-
tion;

(16) “railroad in reorganization” means a railroad which is
subject to a bankruptcy proceeding and which has not been de-
termined by a court to be reorganizable or not subject to reor-
ganization pursuant to this Act as prescribed in section 207(b)
of this Act. A “bankruptcy proceeding” includes a proceeding
pursuant to section 77 of the Bankruptcy Act (11 U.S.C. 205)
and an equity receivership or equivalent proceeding;

(17) “Region” means the States of Maine, New Hampshire,
Vermont, Massachusetts, Connecticut, Rhode Island, New
York, New Jersey, Pennsylvania, Delaware, Maryland, Vir-
ginia, West Virginia, Ohio, Indiana, Michigan, and Illinois; the
District of Columbia; and those portions of contiguous States in
which are located rail properties owned or operated by rail-
roads doing business primarily in the aforementioned jurisdic-
tions (as determined by the Commission by order);

(17A) “sale date” means the date on which the initial pub-
lic offering of the securities of the Corporation is closed under
the Conrail Privatization Act;

(18) “Secretary” means the Secretary of Transportation or
the designated representative of the Secretary;

(19) “State” means any State or the District of Columbia;

(20) “subsidiary” means any corporation 100 percent of
whose total combined voting shares are, directly or indirectly,
owned or controlled by the Corporation; and

(21) “supplemental transaction” means any transaction set
forth in a proposal under section 305 of this Act under section
303(b) of this Act, under which the Corporation or a subsidiary
thereof would (A) acquire rail properties not designated for
transfer or conveyance to it under the final system plan, (B)
convey rail properties to a profitable railroad, a subsidiary of
the Corporation or, other than as designated in the final sys-
tem plan, to the National Railroad Passenger Corporation or to
a State or a local or regional transportation authority, or to
any other responsible person for use in providing rail service,
or (C) enter into contractual or other arrangements with any
person for the joint use of rail properties or the coordination
or separation of rail operations or services.

[45 U.S.C. 702]
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TITLE II—UNITED STATES RAILWAY ASSOCIATION

FORMATION AND STRUCTURE

SEC. 201. (a) ESTABLISHMENT.—There is established in accord-
ance with the provisions of this section, an incorporated nonprofit
association to be known as the United States Railway Association.

(b) ADMINISTRATION.—The Association shall be directed by a
Board of Directors. The individuals designated, pursuant to sub-
section (d)(2) of this section, as the Government members of such
Board shall be deemed the incorporators of the Association and
shall take whatever steps are necessary to establish the Associa-
tion, including filing of articles of incorporation, and serving as an
acting Board of Directors for a period of not more than 45 days
after the date of incorporation of the Association.

(¢) StaTUS.—The Association shall be a government corpora-
tion of the District of Columbia subject, to the extent not incon-
sistent with this title, to the District of Columbia Nonprofit Cor-
poration Act (D.C. Code, sec. 29-1001 et seq.). Except as otherwise
provided, employees of the Association shall not be deemed employ-
ees of the Federal Government. The Association shall have succes-
sion until dissolved by Act of Congress, shall maintain its principal
office in the District of Columbia, and shall be deemed to be a resi-
dent of the District of Columbia with respect to venue in any legal
proceeding.

(d) BoARD OF DIRECTORS.—(1) The Board of Directors of the
Association shall consist of five individuals, as follows:

(A) The Chairman, who shall be the individual serving as
Chairman on the effective date of this subsection, until the ex-
piration of his term of office or his resignation, or his replace-
ment, who shall be selected by the outgoing Chairman and the
other members of the Board.

(B) The Secretary of Transportation.

(C) The Comptroller General of the United States.

(D) The Chairman of the Commission.

(E) The Chairman of the Board of Directors of the Cor-
poration.

(2) The Chairman may not have any employment or other di-
rect financial relationship with any freight railroad. The Chairman
shall receive $300 per diem when engaged in the actual perform-
ance of his duties plus reimbursement for travel, subsistence, and
other necessary expenses incurred in the performance of such du-
ties.

(e) TERM OF OFFICE.—The term of office of the Chairman of the
Board of Directors of the Association shall expire on December 31,
1987. The Chairman may be reappointed and the term of the
Chairman shall be 3 years.

(f) QUORUM.—Three members of the Board of Directors, or
their representatives, shall constitute a quorum for the transaction
of any function of the Association.

(g) The Board of Directors shall, on the effective date of this
subsection, assume the functions previously performed by the Fi-
nance Committee.
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(h) The members of the Board of Directors may send represent-
atives to meetings of such Board, and such representatives may ex-
ercise full powers of the members.

(g)1 MISCELLANEOUS.—(1) The Association shall have a seal
which shall be judicially recognized.

(2) The Administrator of General Services shall furnish the As-
sociation with such offices, equipment, supplies, and services as he
is authorized to furnish to any other agency or instrumentality of
the United States.

(8) The Secretary is authorized to transfer to the Association
or the Corporation rights in intellectual property which are directly
related to the conduct of the functions of the Association or the
Corporation, to the extent that the Federal Government has such
rights and to the extent that transfer is necessary to carry out the
purposes of this Act.

(4) Any reference in this Act to the Chairman of the Commis-
sion is to the Chairman of the Commission or the person who is
at the time performing the duties of the Chairman of the Commis-
sion in accordance with law.

(h)1 Use oF NAMES.—No person, except the Association, shall
hereafter use the words “United States Railway Association” as a
name for any business purpose. Violations of this provision may be
enjoined by any court of general jurisdiction in an action com-
menced by the Association. In any such action, the Association may
recover any actual damages flowing from such violation, and, in ad-
dition, shall be entitled to punitive damages (regardless of the ex-
istence or nonexistence of actual damage) in an amount not to ex-
ceed $100 for each day during which such violation was committed.
The district courts of the United States shall have jurisdiction over
actions brought under this subsection, without regard to the
amount in controversy or the citizenship of the parties.

[45 U.S.C. 711]

FUNCTIONS OF THE ASSOCIATION

SEc. 202. (a) GENERAL.—The Association is authorized to—

(1) monitor the financial performance of the Corporation;

(2) review whether the goals and requirements of this Act
are met;

(3) purchase or otherwise acquire or receive, and hold and
dispose of securities (whether debt or equity) of the Corpora-
tion under sections 216 and 217 of this Act and exercise all of
the rights, privileges, and powers of a holder of any such secu-
rities;

(4) purchase accounts receivable of the Corporation in ac-
cordance with section 217 of this Act; and

(5) appoint and fix the compensation of such personnel as
the Association considers necessary and appropriate.

1 As designated by section 1147 of P.L. 97-35; probably should have been designated as sub-
section (i).

1 As designated by section 1147 of P.L. 97-35; probably should have been designated as sub-
section (j).
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(11)2 determine the value of the Alaska Railroad, as re-
quired by section 605 of the Alaska Railroad Transfer Act of
1982.

(b) INVESTMENT OF FUNDS.—Uncommitted funds of the Asso-
ciation shall be kept in cash on hand or on deposit, or invested in
obligations of the United States or guaranteed thereby, or in obli-
gations, participations, or other investments which are lawful in-
vestments for fiduciary, trust, or public funds.

(c) EXEMPTION FROM TAXATION.—The Association, including its
franchise, capital reserves, surplus, security holdings, and income
shall be exempt from all taxation now or hereafter imposed by the
United States, any commonwealth, territory, dependency, or pos-
session thereof, or by any State or political subdivision thereof, ex-
cept that any real property of the Association shall be subject to
taxation to the same extent according to its value as other real
property is taxed.

(d) REPORTS.—(1)1 The Association shall transmit to the Con-
gress and the President, not later than 90 days after the end of
each fiscal year, a comprehensive and detailed report on all activi-
ties of the Association during the preceding fiscal year. Each such
report shall include (A) the Association’s statement of specific and
detailed objectives for the activities and programs conducted and
assisted under this Act; (B) statements of the Association’s conclu-
sions as to the effectiveness of such activities and programs in
meeting the stated objectives and the purposes of this Act, meas-
ured through the end of the preceding fiscal year; (C) recommenda-
tions with respect to any legislation or administrative action which
the Association deems necessary or desirable; (D) a statistical com-
pilation of the obligations issued, certificates of value issued, secu-
rities purchased, and loans made under this Act; (E) a summary
of outstanding problems confronting the Association, in order of
priority; (F) all other information required to be submitted to the
Congress pursuant to any other provision of this Act; and (G) the
Association’s projections and plans for its activities and programs
during the next fiscal year.

(2) For the fiscal year beginning October 1, 1977, and ending
September 30, 1978, the Association shall transmit to the Congress
and the President, not later than 30 days after the end of each
quarter of such fiscal year, a comprehensive and detailed report on
all expenditures and use of funds during the preceding fiscal quar-
ter, including an assessment of the status of projects for such pre-
ceding fiscal quarter and a projection of activities proposed for the
next fiscal quarter.

(3) The Association shall transmit to the Congress, no later
than 30 days after the end of each fiscal quarter, a report with re-
spect to the proceedings before the special court to determine the
valuation of rail properties conveyed to the Corporation under sec-
tion 303 of this Act. Each such report shall include—

(A) a detailed accounting of the Federal funds expended
during such quarter in connection with such proceedings, and
the purposes for which such funds were expended,;

2 As added by section 605(e) of the Rail Safety and Service Improvement Act of 1982: probably
should have been designated paragraph (6).
1The paragraph (1) designation was supplied editorially.
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(B) an explanation of the status of such proceedings, in-
cluding the prospects for settlement or conclusion; and

(C) an identification of which responsibilities in connection
with such proceedings are being carried out directly by the As-
sociation, and which are being carried out by contract with pri-
vate organizations.

(e) BUDGET.—The receipts and disbursements of the Associa-
tion (other than administrative expenses referred to in subsection
(g)1 of this section and receipts and disbursements under section
216 of this title and section 306 of this Act) in the discharge of its
functions shall not be included in the totals of the budget of the
United States Government, and shall be exempt from any annual
expenditure and net lending (budget outlays) limitations imposed
on a budget of the United States Government. The Chairman of the
Association shall transmit annually to the Congress a budget for
program activities and for administrative expenses of the Associa-
tion. The Chairman shall report annually to the Congress the
amount of net lending of the Association, which would be included
in the totals of the budgets of the United States Government, if the
Association’s activities were not excluded from those totals as a re-
sult of this section.

(f) ACCOUNTABILITY.—(1) Section 201 of the Government Cor-
poration Control Act (31 U.S.C. 856) is amended by striking out
“and” at the end of clause (6) and by inserting immediately before
the period at the end thereof the following: “, (8) the United States
Railway Association”.

(2) The Chairman of the Association shall transmit annually to
the Office of Management and Budget a budget for administrative
expenses of the Association. Whenever the Association submits any
budget estimate or request to the Office of Management and Budg-
et, it shall concurrently transmit a copy of the estimate or request
to the Congress. Within budgetary constraints of the Congress, the
maximum feasible and prudent budgetary flexibility shall be pro-
vided to the Association to permit effective operations.

(g) TRANSFER OF LITIGATION.—No later than March 1, 1980,
the Association and the Attorney General of the United States
shall develop and submit to the Congress a feasibility study for the
transfer, to the appropriate department or agency of the Federal
Government, of all responsibility for representing the United States
in the proceedings before the special court to determine the valu-
ation of rail properties conveyed to the Corporation under section
303 of this Act.

(h) TRANSFER OF OTHER FUNCTIONS.—No later than March 1,
1980, the Association and the Secretary of Transportation shall de-
velop and submit to the Congress a feasibility study for the trans-
fer of all functions of the Association, other than those referred to
in subsection (h)! of this section, to the appropriate department or
agency of the Federal Government, including the abolition of those
functions which will no longer be necessary.

(i) MONITORING OF CONTRACTORS.—The Board of Directors of
the Association shall adopt procedures to insure (1) that contrac-

1Probably should read “subsection (f)”.
1Probably should read “subsection (g)”.
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tors, including law firms, provide reports containing written
verification of tasks assigned, work performed, time worked, and
costs incurred, including periodic status reports on work performed,
(2) that such reports are audited by the Association, (3) that no
funds are paid to contractors without written reports complying
with the requirements of this subsection, and (4) that the Associa-
tion applies such procedures uniformly to all contractors.

[45 U.S.C. 712]

ACCESS TO INFORMATION

SEC. 203. The Corporation shall make available to the Associa-
tion such information as the Association determines necessary for
the Association to carry out its functions under this Act. The Asso-
ciation shall request from other parties which are affected by this
Act information which will enable the Association to fulfill its func-
tions under this Act.

[45 U.S.C. 7131

REPORT

SEC. 204. (a) PREPARATION.—Within 30 days after the date of
enactment of this Act, the Secretary shall prepare a comprehensive
report containing his conclusions and recommendations with re-
spect to the geographic zones within the region in and between
which rail service should be provided and the criteria upon which
such conclusions and recommendations are based. The Secretary
may use as a basis for the identification of such geographic zones
the standard metropolitan statistical areas, groups of such areas,
counties, or groups of counties having similar economic characteris-
tics such as mining, manufacturing, or farming.

(b) SuBMISSION.—The Secretary shall submit the report re-
quired by subsection (a) of this section to the Office, the Associa-
tion, the Governor and public utilities commission of each State
studied in the report, local governments, consumer organizations,
environmental groups, the public, and the Congress. The Secretary
shall further cause a copy of the report to be published in the Fed-
eral Register.

[45 U.S.C. 714]

[Section 205 repealed by section 4(b) of Public Law 95-473 (92
Stat. 1466).]

FINAL SYSTEM PLAN

SEC. 206. (a) GOALS.—The final system plan shall be formu-
lated in such a way as to effectuate the following goals:

(1) the creation, through a process of reorganization, of a
financially self-sustaining rail and express service system in
the region;

(2) the establishment and maintenance of a rail service
system adequate to meet the rail transportation needs and
service requirements of the region;

(3) the establishment of improved high-speed rail pas-
senger service, consonant with the recommendations of the
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Secretary in his report of September 1971, entitled “Rec-

ommendations for Northeast Corridor Transportation”;

(4) the preservation, to the extent consistent with other
goals, of existing patterns of service by railroads (including
short-line and terminal railroads), and of existing railroad
trackage in areas in which fossil fuel natural resources are lo-
cated, and the utilization of those modes of transportation in
the region which require the smallest amount of scarce energy
resources and which can most efficiently transport energy re-
sources;

(5) the retention and promotion of competition in the provi-
sion of rail and other transportation services in the region;

(6) the attainment and maintenance of any environmental
standards, particularly the applicable national ambient air
quality standards and plans established under the Clean Air
Act Amendments of 1970, taking into consideration the envi-
ronmental impact of alternative choices of action;

(7) the movement of passengers and freight in rail trans-
portation in the region in the most efficient manner consistent
with safe operation, including the requirements of commuter
and intercity rail passenger service; the extent to which there
should be coordination with the National Railroad Passenger
Corporation and similar entities; and the identification of all
short-to-medium distance corridors in densely populated areas
in which the major upgrading of rail lines for high-speed pas-
senger operation would return substantial public benefits; and

(8) the minimization of job losses and associated increases
in unemployment and community benefit costs in areas in the
region presently served by rail service.

(b) FAcTORS.—The final system plan shall be based upon due
consideration of all factors relevant to the realization of the goals
set forth in subsection (a) of this section. Such factors include the
need for and the cost of rehabilitation and modernization of track,
equipment, and other facilities; methods of achieving economies in
the cost of rail operations in the region; means of achieving ration-
alization of rail services and the rail service system in the region;
marketing studies; the impact on railroad employees; consumer
needs; traffic analyses; financial studies; and any other factors
identified by the Association under section 202(b) of this title or in
the report of the Secretary required under section 204(a) of this
title.

(c) DESIGNATIONS.—The final system plan shall designate—

(1) which rail properties of railroads in reorganization in
the region or of railroads leased, operated, or controlled by any
railroad in reorganization in the region—

(A) shall be transferred to the Corporation: Provided,

That the Corporation shall, within 95 days after the effec-

tive date of the final system plan, give notice to the Asso-

ciation of which such rail properties, if any, are to be

transferred to a subsidiary of the Corporation in the event

that the Board of Directors of the Association finds that

such transfer would be consistent with the final system

plan;
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(B) shall be offered for sale to a profitable railroad op-
erating in the region and, if such offer is accepted, oper-
ated by such railroad; the plan shall designate what addi-
tions shall be made to the designation under subparagraph
(A) of this paragraph and what alternative designations
shall be made under this paragraph in the event such prof-
itable railroad fails to accept such offer;

(C) shall be purchased, leased, or otherwise acquired
from the Corporation by the National Railroad Passenger
Corporation in accordance with the exercise of its option
under section 601(d) of this Act for improvement to achieve
the goal set forth in subsection (a)(3) of this section;

(D) may be purchased or leased from the Corporation
by (i) a State or a local or regional transportation author-
ity to meet the needs of commuter and intercity rail pas-
senger service, or (ii) the National Railroad Passenger Cor-
poration to meet the needs of improved rail passenger
service over intercity routes, other than properties des-
igndated pursuant to subparagraph (C) of this paragraph;
an

(E) if not otherwise required to be operated by the
Corporation, a government entity, or a responsible person,
are suitable for use for other public purposes, including
highways, other forms of transportation, conservation, en-
ergy transmission, education or health care facilities, or
recreation. In carrying out this subparagraph, the Associa-
tion shall solicit the views and recommendations of the
Secretary, the Secretary of the Interior, the Administrator
of the Environmental Protection Agency, and other agen-
cies of the Federal Government and of the States and po-
litical subdivisions thereof within the region, and the gen-
eral public; and
(2) which rail properties of profitable railroads operating in

the region may be offered for sale to the Corporation or to
other profitable railroads operating in the region subject to
paragraphs (3) and (4) of subsection (d) of this section. Any rail
properties designated to be offered for sale to the Corporation
may be sold instead to a subsidiary of the Corporation.

(d) TRANSFERS.—AIl transfers or conveyances pursuant to the
final system plan shall be made in accordance with, and subject to,
the following principles:

(1) All rail properties to be transferred to the Corporation
or any subsidiary thereof by a profitable railroad, by trustees
of a railroad in reorganization, or by any railroad leased, oper-
ated, or controlled by a railroad in reorganization in the region,
shall be transferred in exchange for stock and other securities
of the Corporation or any subsidiary thereof (including obliga-
tions of the Association) and the other benefits accruing to
such railroad by reason of such transfer.

(2) All rail properties to be conveyed to a profitable rail-
road operating in the region by trustees of a railroad in reorga-
nization, or by any railroad leased, operated, or controlled by
a railroad in reorganization in the region, shall be conveyed in
exchange for compensation from the profitable railroad.
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(3) Notwithstanding any other provision of this Act, no ac-
quisition under this Act shall be made by any profitable rail-
road operating in the region without a determination with re-
spect to each such transaction and all such transactions cumu-
latively (A) by the Association, upon adoption and release of
the preliminary system plan, that such acquisition or acquisi-
tions will not materially impair the profitability of any other
profitable railroad operating in the region or of the Corpora-
tion, and (B) by the Commission, which shall be made within
90 days after adoption and release by the Association of the
preliminary system plan, that such acquisition or acquisitions
will be in full accord and comply with the provisions and
standards of section 5 of part I of the Interstate Commerce Act
(49 U.S.C. 5). All determinations made by the Association in
the correction to the preliminary system plan published on
April 11, 1975 (40 Fed. Reg. 16377), shall be treated for all
purposes as if they had been made upon adoption and release
by the Association of the preliminary system plan. All deter-
minations made by the Commission with respect to such cor-
rection shall be treated for all purposes as if they had been
made within 90 days after adoption and release by the Associa-
tion of the preliminary system plan. All determinations made
by the Commission with respect to acquisitions by profitable
railroads referred to in any supplement to the preliminary sys-
tem plan published under section 207(b)(2) of this title shall be
deemed to be timely if made prior to the adoption of the final
system plan under section 207(c) of this title. The determina-
tion by the Association shall not be reviewable in any court.
The determination by the Commission shall not be reviewable
in any court.

(4) Where the final system plan designates specified rail
properties of a railroad in reorganization in the region, or of
a railroad leased, operated, or controlled by a railroad in reor-
ganization in the region, to be offered for sale to and operated
by a profitable railroad operating in the region, such designa-
tion shall terminate 7 days after the date of the enactment of
the Railroad Revitalization and Regulatory Reform Act of 1976
unless, prior to such date, such profitable railroad has notified
the Association in writing of its acceptance of such offer. Any
such offer may be modified until the date of acceptance thereof,
unless such modification results in an offer for the sale of rail
properties at less than the net liquidation value thereof. Where
the final system plan designates specified rail properties of a
profitable railroad operating in the region as authorized to be
offered for sale or lease to the Corporation or to other profit-
able railroads operating in the region, such designation and
authorization shall terminate 95 days after the effective date
of the final system plan unless, prior to such date, a binding
agreement with respect to such properties has been entered
into and concluded.

(5) All properties—

(A) transferred by the Corporation pursuant to sec-

tions 206(c)(1)(C) and 601(d) of this Act;

September 30, 2019 As Amended Through P.L. 105-178, Enacted June 9, 1998



G:\COMP\RAIL\REGIONAL RAIL REORGANIZATION ACT OF 1973. XML

Sec. 206 REGIONAL RAIL REORGANIZATION ACT OF 1973 14

(B) transferred by the Corporation to any State (or
local or regional transportation authority), pursuant to
subsection (¢)(1)(D) of this section, or

(C) transferred by the Corporation to any State, local
or regional transportation authority, or the National Rail-
road Passenger Corporation, within 3 years after the date
of conveyance, pursuant to section 303(b)(1) of this Act, to
meet the needs of commuter or intercity rail passenger
service,

shall be transferred at a value related to the value received
from the Corporation pursuant to the final system plan for the
transfer to such Corporation of such properties. The value of
any such properties, which are transferred pursuant to sub-
paragraph (B) or (C) of this paragraph, shall be adjusted to re-
flect the value attributable to any applicable maintenance and
improvement provided by the Corporation (to the extent the
Corporation has not been released from the obligation to pay
for such improvements) and the cost to the Corporation of
transferring such properties. The Corporation, its Board of Di-
rectors, and its individual directors shall not be liable to any
party, for money damages or in any other manner, solely by
reason of the fact that the Corporation transferred property
pursuant to section 303 of this Act to meet the needs of com-
muter or intercity rail passenger service or for purposes of pro-
viding rail marine freight floating service, except as otherwise
provided with respect to the Corporation pursuant to section
303(c)(2) of this Act.

(6) Notwithstanding any statement to the contrary in the
final system plan, a State (or a local or regional transportation
authority) shall not be required to deliver to the Corporation
a firm commitment to acquire rail properties designated to
such State or authority prior to 7 days after the date of enact-
ment of this paragraph.

(7) Notwithstanding any contrary provision in the options
conveyed to the Corporation by railroads in reorganization, or
railroads leased, operated, or controlled by a railroad in reorga-
nization, with respect to the acquisition by the Corporation
pursuant to the final system plan, on behalf of a State (or a
local or regional transportation authority) of rail properties
designated under section 206(c)(1)(D) of this title, such options
shall not be deemed to have expired prior to 7 days after the
date of enactment of this paragraph. The exercise by the Cor-
poration of any such option shall be effective if it is made, prior
to the expiration of such 7-day period, in the manner pre-
scribed in such options.

. }fe) CORPORATION FEATURES.—The final system plan shall set
orth—

(1) pro forma earnings for the Corporation, as reasonably
projected and considering the additions or changes in the des-
ignation of rail properties to be operated by the Corporation
which may be made under subsection (d)(4) of this section;

(2) the capital structure of the Corporation, based on the
pro forma earnings of the Corporation as set forth, including
such debt capitalization as shall be reasonably deemed to con-
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form to the requirements of the public interest with respect to

railroad debt securities, including the adequacy of coverage of

fixed charges; and

(3) the manner in which employee stock ownership plans
may, to the extent practicable, be utilized for meeting the cap-
italization requirements of the Corporation, taking into ac-
count (A) the relative cost savings compared to conventional
methods of corporate finance; (B) the labor cost savings; (C) the
potential for minimizing strikes and producing more harmo-
nious relations between labor organizations and railway man-
agement; (D) the projected employee dividend incomes; (E) the
impact on quality of service and prices to railway users; and

(F) the promotion of the objectives of this Act of creating a fi-

nancially self-sustaining railway system in the region which

also meets the service needs of the region and the Nation.

(f) VALUE.—The final system plan shall designate the value of
all rail properties to be transferred under the final system plan and
the value of the securities and other benefits to be received for
transferring those rail properties to the Corporation in accordance
with the final system plan.

(g) OTHER PROVISIONS.—The final system plan may rec-
ommend arrangements among various railroads for joint use or op-
eration of rail properties on a shared ownership, cooperative,
pooled, or condominium-type basis, subject to such terms and con-
ditions as may be specified in the final system plan. The final sys-
tem plan shall also make such designations as are determined to
be necessary in accordance with the provisions of section 402 or
403 of this Act.

(h) OBLIGATIONAL AUTHORITY.—The final system plan shall
recommend the amount of obligations of the Association which are
necessary to enable it to implement the final system plan.

(i) TERMS AND CONDITIONS FOR SECURITIES.—The final system
plan may include terms and conditions for any securities to be
issued by the Corporation in exchange for the conveyance of rail
properties under the final system plan which in the judgment of
the Association will minimize any actual or potential debt burden
on the Corporation. Any such terms and conditions for securities of
the Corporation which purport to directly obligate the Association
shall not become effective without affirmative approval, with or
without modification by a joint resolution of the Congress.

(j) Any rail properties over which rail service was being pro-
vided as of the date of enactment of this Act, and which were rec-
ommended in the preliminary system plan for transfer to the Cor-
poration, shall be deemed to be designated in the final system plan
for transfer to the Corporation under subsection (c)(1)(A) of this
section. Any designation in the final system plan, pursuant to sub-
section (c)(1)(B) of this section, of overhead trackage rights to be ac-
quired by a profitable railroad operating in the region over speci-
fied rail properties to be acquired by the Corporation, where such
designation does not (1) authorize such profitable railroad to inter-
change traffic with at least one railroad, or (2) provide for the con-
nection of portions of such profitable railroad’s rail properties, and
where the transfer of ownership of such rail properties (including
trackage rights) to such profitable railroad was recommended in
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the preliminary system plan, and the Commission has made a de-
termination with respect thereto, in accordance with subsection
(d)(3) of this section, shall be deemed to authorize such profitable
railroad to interchange traffic with the Corporation and any other
profitable railroad connecting with such specified rail properties.

[45 U.S.C. 716]

ADOPTION OF FINAL SYSTEM PLAN

SEC. 207. (a) PRELIMINARY SYSTEM PLAN.—(1) Within 420 days
after the date of enactment of this Act, the Association shall adopt
and release a preliminary system plan prepared by it on the basis
of reports and other information submitted to it by the Secretary,
the Office, and interested persons in accordance with this Act and
on the basis of its own investigations, consultations, research, eval-
uation, and analysis pursuant to this Act. Copies of the preliminary
system plan shall be transmitted by the Association to the Sec-
retary, the Office, the Governor and public utility commission of
each State in the region, the Congress, each court having jurisdic-
tion over a railroad in reorganization in the region, the special
court, and interested persons, and a copy shall be published in the
Federal Register. The Association shall invite and afford interested
persons an opportunity to submit comments on the preliminary
sylstem plan to the Association within 60 days after the date of its
release.

(2) The Office is authorized and directed to hold public hear-
ings on the preliminary system plan and to make available to the
association a summary and analysis of the evidence received in the
course of such proceedings, together with its critique and evalua-
tion of the preliminary system plan, not later than 60 days after
the date of release of such plan. The Office is authorized to hold
public hearings on any supplement to the preliminary system plan
and to make available to the Association a summary and analysis
of the evidence received in the course of such proceedings, together
with its critique and evaluation of such supplement, not later than
30 days after the release of such supplement.

(b) ApPROVAL.—(1) Within 120 days after the date of enact-
ment of this Act each United States district court or other court
having jurisdiction over a railroad in reorganization shall decide
whether the railroad is reorganizable on an income basis within a
reasonable time under section 77 of the Bankruptcy Act (11 U.S.C.
205) and that the public interest would be better served by con-
tinuing the present reorganization proceedings than by a reorga-
nization under this Act. Within 60 days after the submission of the
report by the Office, under section 205(d)(1) of this title, on the Sec-
retary’s report on rail services in the region, each United States
disctrict court or other court having jurisdiction over a railroad in
reorganization shall decide whether or not such railroad shall be
reorganized by means of transferring some of its rail properties to
the Corporation pursuant to the provisions of this Act. Because of
the strong public interest in the continuance of rail transportation
in the region pursuant to a system plan devised under the provi-
sions of this Act, each such court shall order that the reorganiza-
tion be proceeded with pursuant to this Act unless it (1) has found
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that the railroad is reorganizable on an income basis within a rea-
sonable time under section 77 of the Bankruptcy Act (11 U.S.C.
205) and that the public interest would be better served by such
a reorganization than by a reorganization under this Act, or (2)
finds that this Act does not provide a process which would be fair
and equitable to the estate of the railroad in reorganization in
which case it shall dismiss the reorganization proceeding. If a court
does not enter an order or make a finding as required by this sub-
section, the reorganization shall be proceeded with pursuant to this
Act. An appeal from an order made under this section may be
made only to the special court. Appeal to the special court shall be
taken within 10 days following entry of an order pursuant to this
subsection, and the special court shall complete its review and
render its decision within 80 days after such appeal is taken. There
shall be no review of the decision of the special court.

(2) Whenever it has been finally determined pursuant to the
procedures of paragraph (1) of this subsection, that the reorganiza-
tion of a railroad subject to reorganization under section 77 of the
Bankruptcy Act (11 U.S.C. 205) shall not be proceeded with pursu-
ant to this Act, the court having jurisdiction over such railroad
may, upon a petition which is filed within 10 days after the date
of enactment of this subsection by the trustees of such railroad, re-
consider such order. Such reorganization court shall (i) affirm its
previous order or (ii) issue an order that the reorganization of such
railroad be proceeded with pursuant to this Act unless it finds that
this Act does not provide a process which would be fair and equi-
table. The provisions of paragraph (1) of this subsection are appli-
cable in such reconsideration, except that (A) such reorganization
court shall make its decision within 30 days after such petition is
filed, and (B) any decision by the special court on appeal from such
a decision shall be rendered within 30 days after such reorganiza-
tion court decision is made. There shall be no review of the decision
of the special court. The Association shall take any steps it finds
necessary, consistent with time limitations and other provisions of
this Act, to effectuate the consequences of such a revised order, in-
cluding the preparation and submission of any necessary or appro-
priate supplements to the preliminary system plan.

(¢) ADoPTION.—Within 540 days after the date of enactment of
this Act, the executive committee of the Association shall prepare
and submit a final system plan for the approval of the Board of Di-
rectors of the Association. A copy of such submission shall be si-
multaneously presented to the Commission. The submission shall
reflect evaluation of all responses and summaries of responses re-
ceived, testimony at any public hearings, and the results of addi-
tional study and review. Within 30 days thereafter, the Board of
Directors of the Association shall by a majority vote of all its mem-
bers approve a final system plan which meets all of the require-
ments of section 206 of this title.

(d) REVIEwW OF CoMMISSION.—Within 30 days following the
adoption of the final system plan by the Association under sub-
section (c) of this section and the submission of such plan to Con-
gress under section 208(a) of this title, the Commission shall sub-
mit to the Congress an evaluation of the final system plan deliv-
ered to both Houses of Congress.

September 30, 2019 As Amended Through P.L. 105-178, Enacted June 9, 1998



G:\COMP\RAIL\REGIONAL RAIL REORGANIZATION ACT OF 1973. XML

Sec. 208 REGIONAL RAIL REORGANIZATION ACT OF 1973 18

[45 U.S.C. 717]

REVIEW BY CONGRESS

SEC. 208. (a) GENERAL.—The Board of Directors of the Associa-
tion shall deliver the final system plan adopted by the Association
to both Houses of Congress and to the Committee on Interstate and
Foreign Commerce of the House of Representatives and the Com-
mittee on Commerce of the Senate. The final system plan shall be
deemed approved at the end of the first period of 60 calendar days
of continuous session of Congress after such date of transmittal un-
less either the House of Representatives or the Senate passes a res-
olution during such period stating that it does not favor the final
system plan.

(b) REVISED PLAN.—If either the House or the Senate passes
a resolution of disapproval under subsection (a) of this section, the
Association, with the cooperation and assistance of the Secretary
and the Office, shall prepare, determine, and adopt a revised final
system plan. Each such revised plan shall be submitted to Con-
gress for review pursuant to subsection (a) of this section.

(¢) CoMPUTATION.—For purposes of this section—

(1) continuity of session of Congress is broken only by an
adjournment sine die; and

(2) the days on which either House is not in session be-
cause of an adjournment of more than 3 days to a day certain
are excluded in the computation of the 60-day period.

(d) ADDITIONS.—(1) The supplemental report, dated September
18, 1975, to the final system plan, and the provisions of the Asso-
ciation’s official errata supplement to the final system plan, dated
December 1, 1975, including all designations made therein, shall be
treated for all purposes as if they had been part of and included
in the final system plan adopted by the Association and reviewed
by the Congress. The final system plan shall, for all purposes, be
deemed to be approved as modified and amended by such supple-
mental report and such supplement.

(2) The Association may, upon petition of any State, modify the
final system plan to make further designations with respect to rail
properties of railroads in reorganization in the region designated
for transfer to the Corporation under such plan, if such designa-
tions (A) are likely to result in improved rail service on such rail
properties and connecting rail properties, and (B) would not mate-
rially impair the profitability of the Corporation. Such designa-
tions, including designations of such rail properties to a State, a
profitable railroad, or a responsible person, may be made at any
time prior to delivery of the final system plan to the special court
under section 209(c) of this title. Such further designations shall be
treated for all purposes as if they had been included in the final
system plan adopted by the Association and reviewed by the Con-
gress, and the final system plan shall for all purposes be deemed
to be approved as modified by such designations. Any action of the
Association with respect to any such petition shall not be subject
to review by any court.

(3)(A) Within 20 days after the date of enactment of the Rail-
road Revitalization and Regulatory Reform Act of 1976, the Asso-
ciation may, by notice to the Congress and by publication in the
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Federal Register, modify, supplement, or add to the designations of
rail properties in the final system plan if the Association finds such
actions are necessary to—
(i) achieve the efficient implementation of the final system
plan, or
(ii) provide for the offer to profitable railroads of rail prop-
erties designated in the final system plan to the Corporation,
if such properties are not essential in the operation of other
rail properties of the Corporation but are or would be inte-
grally related to the operation of rail properties of (or which
are offered pursuant to the final system plan to) such profit-
able railroad, or
(iii) provide for the designation of additional rail properties
to the Corporation or to a subsidiary thereof to enable the Cor-
poration to serve efficiently a line of railroad designated to the

Corporation in the final system plan if such line does not con-

nect with any other line of railroad so designated to the Cor-

poration or if such line would be served more efficiently as a

consequence of such designation.

Any designation to a profitable railroad pursuant to this paragraph
shall comply with the second sentence of section 206(d)(4) of this
title, and shall only be made upon a finding by the Association that
such designation is integrally related to an offer of rail properties
to a profitable railroad in the final system plan, that the goals of
the final system plan require that the rail properties be operated
as a part of the rail properties included in such offer, and that the
implementation of such designation will not materially and ad-
versely affect the impact of such offer on the profitability of the
Corporation or any profitable railroad operating in the region. Any
designation to a profitable railroad pursuant to this subsection,
which amends any prior offer, shall terminate 30 days after the
date of enactment of this paragraph unless, prior to such date, such
profitable railroad has notified the Association in writing of its ac-
ceptance of such amendment to the prior offer.

(B) If a line of railroad or any segment thereof is designated
for rail service in the final system plan, no designation may be
made by the Association pursuant to this paragraph which would
result in such line or segment not being so designated. Any des-
ignations made pursuant to this paragraph shall be treated for all
purposes as if they had been included in the final system plan
adopted by the Association and reviewed by the Congress. The final
system plan shall for all purposes be deemed to be approved as
amended by such designations.

(C) Any designations made pursuant to this paragraph shall
not be subject to review by any court.

(D) Any labor agreements entered into under section 508 of
this Act shall be subject to further negotiations for any modifica-
tions which may be necessary to implement designations made pur-
suant to this paragraph.

[45 U.S.C. 718]
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JUDICIAL REVIEW

SEC. 209. (a) GENERAL.—Notwithstanding any other provision
of law, the final system plan which is adopted by the Association
and which becomes effective after review by the Congress is not
subject to review by any court except in accordance with this sec-
tion. After the final system plan becomes effective under section
208 of this title, it may be reviewed with respect to matters con-
cerning the value of the rail properties to be conveyed under the
plan and the value of the consideration to be received for such
properties.

(b) SPECIAL COURT.—(1) Within 30 days after the date of enact-
ment of this Act, the Association shall make application to the judi-
cial panel on multi-district litigation authorized by section 1407 of
title 28, United States Code, for the consolidation in a single, three-
judge district court of the United States of all judicial proceedings
with respect to the final system plan. Within 30 days after such ap-
plication is received, the panel shall make the consolidation in a
district court (cited herein as the “special court”) which the panel
determines to be convenient to the parties and the one most likely
to be able to conduct any proceedings under this section with the
least delay and the greatest possible fairness and ability. Such pro-
ceedings shall be conducted by the special court which shall be
composed of three Federal judges who shall be selected by the
panel, except that none of the judges selected may be a judge as-
signed to a proceeding involving any railroad in reorganization in
the region under section 77 of the Bankruptcy Act (11 U.S.C. 205).
The special court is authorized to exercise the powers of a district
judge in any judicial district with respect to such proceedings and
such powers shall include those of a reorganization court. The spe-
cial court shall have the power to order the conveyance of rail prop-
erties of railroads leased, operated, or controlled by a railroad in
reorganization in the region. The special court may issue rules for
the conduct of any proceedings under this section and under sec-
tion 305 of this Act, including rules with respect to the time within
which motions may be filed, and with respect to appropriate rep-
resentation of interests not otherwise represented (including the
Secretary with respect to a petition by the Association in the case
of a proposal developed by the Secretary, under such section 305).
No determination by the panel under this subsection may be re-
viewed in any court.

(2) The special court referred to in paragraph (1) of this sub-
section is abolished effective 90 days after the date of enactment
of the Federal Courts Improvement Act of 1996. On such effective
date, all jurisdiction and other functions of the special court shall
be assumed by the United States District Court for the District of
Columbia. With respect to any proceedings that arise or continue
after the date on which the special court is abolished, the ref-
erences in the following provisions to the special court established
under this subsection shall be deemed to refer to the United States
District Court for the District of Columbia:

(A) Subsections (c), (e)(1), (e)(2), (f) and (g) of this section.
(B) Sections 202 (d)3), (g), 207 (a)1), (b)1), (b)2),

208(d)(2), 301 (e)2), (g), (k)(3), (k)(15), 303 (a)(1), (a)(2), (b)(1),
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(b)(6)(A), (e)(1), ()2), (c)(3), (c)(4), (c)(5), 304 (a)(1)(B), (1)(3),
305 (c), (d)1), (d)2), d)(3), (d)4), (d)5), (d)8), (e), (H)(1),
(H@2)B), O2)D), (H2)E), (£)3), 306 (a), (b), (c)(4), and 601
(b)(3), (c) of this Act (45 U.S.C. 712 (d)(3), (g), 717 (a)(1), (b)(1),
(b)(2), 718(d)(2), 741 (e)(2), (g), (k)(3), (k)(15), 743 (a)(1), (a)2),
(b)(1), (b)B)A), (c)(1), (c)(2), (c)(3), (c)(4), (c)(5), 744 (a)(1)(B),
(1)(3), 745 (c), (d)(1), (d)(2), (d)(3), (d)(4), (d)5), (d)(8), (e), ()(1),
(H2)B), O2)(D), (H2)E), (£)3), 746 (a), (b), (c)(4), 791 (b)(3),

(c)).

(C) Sections 1152(a) and 1167(b) of the Northeast Rail
Service Act of 1981 (45 U.S.C. 1105(a), 1115(a)).

(D) Sections 4023 (2)(A)(ii), (2)(B), (2)(C), (3)C), (3)(E),
(4)(A) and 4025(b) of the Conrail Privatization Act (45 U.S.C.
1323 (2)(A)(ii), (2)(B), (2)(C), (3)(C), (3XE), (4)(A), 1324(b)).

(E) Section 24907(b) of title 49, United States Code.

(F) Any other Federal law (other than this subsection and
section 605 of the Federal Courts Improvement Act of 1996),
Executive order, rule, regulation, delegation of authority, or
document of or relating to the special court as previously es-
tablished under paragraph (1) of this subsection.

(c) DELIVERY OF PLAN TO SPECIAL COURT.—Within 90 days
after its effective date, the Association shall deliver a certified copy
of the final system plan to the special court and shall certify to the
special court—

(1) which rail properties of the respective railroads in reor-
ganization in the region and of any person leased, operated, or
controlled by such railroads in reorganization are to be trans-
ferred to the Corporation, or any subsidiary thereof, in accord-
ance with the final system plan;

(2) which rail properties of the respective railroads in reor-
ganization in the region or person leased, operated, or con-
trolled by such railroads in reorganization are to be conveyed
t(i profitable railroads, in accordance with the final system
plan;

(3) the amount, terms, and value of the securities of the
Corporation or any subsidiary thereof (including any certifi-
cates of value of the Association) to be exchanged for those rail
properties to be transferred to the Corporation or any sub-
sidiary thereof pursuant to the final system plan, and as indi-
cated in paragraph (1) of this subsection; and

(4) that the transfer of rail properties in exchange for secu-
rities of the Corporation or any subsidiary thereof (including
any certificates of value of the Association) and other benefits
is fair and equitable and in the public interest.

Notwithstanding any other provisions of this subsection and sub-
section (d) of this section, the time for the delivery of a certified
copy of the final system plan shall be March 12, 1976, and may be
extended to a date not more than 30 days thereafter, prescribed in
a notice filed by the Association not later than February 17, 1976,
with the special court, the Congress, and each court referred to in
such subsection (d). Such notice shall contain the certification of
the Association that an orderly conveyance of rail properties cannot
reasonably be effected before the date for conveyance determined
with respect to such notice. The time prescribed in section 303(a)
As Amended Through P.L. 105-178, Enacted June 9, 1998
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of this Act shall be determined with respect to the date prescribed
in such notice.

(d) BaANKrUPTCY COURTS.—Within 90 days after its effective
date, the Association shall deliver a certified copy of the final sys-
tem plan to each district court of the United States or any other
court having jurisdiction over a railroad in reorganization in the re-
gion and shall certify to each such court—

(1) which rail properties of that railroad in reorganization
are to be transferred to the Corporation or any subsidiary
thereof under the final system plan; and

(2) which rail properties of that railroad in reorganization,
if any, are to be conveyed to profitable railroads operating in
the region, under the final system plan.

(e) ORIGINAL AND EXCLUSIVE JURISDICTION.—(1) Notwith-
standing any other provision of law, any civil action—

(A) for injunctive or other relief against the Association
from the enforcement, operation, or execution of this Act or any
provision thereof, or from any action taken by the Association
pursuant to authority conferred or purportedly conferred under
this Act;

(B) challenging the constitutionality of this Act or any pro-
vision thereof;

(C) challenging the legality of any action of the Associa-
tion, or any failure of the Association to take any action, pur-
suant to authority conferred or purportedly conferred under
this Act;

(D) to obtain, inspect, copy, or review any document in the
possession or control of the Association that would be discover-
able in litigation pursuant to section 303(c) of this Act;

(E) brought after a conveyance, pursuant to section 303(b)
of this Act, to set aside or annul such conveyance or to secure
in any way the reconveyance of any rail properties so conveyed;
or

(F) with respect to continuing reorganization and supple-
mental transactions, in accordance with section 305 of this Act;

shall be within the original and exclusive jurisdiction of the special
court. The special court shall not hear or determine any such ac-
tion prior to the date of conveyance, pursuant to section 303(b)(1)
of this Act, except as the Constitution may require. Relief shall not
be granted in any action referred to in subparagraph (A), (C), or
(E) unless the person seeking such relief establishes that the Asso-
ciation acted in reckless or deliberate disregard of applicable law.

(2) The original and exclusive jurisdiction of the special court
shall include any action, whether filed by any interested person or
initiated by the special court itself, to interpret, alter, amend, mod-
ify or implement any of the orders entered by such court pursuant
to section 303(b) of this Act in order to effect the purposes of this
Act or the goals of the final system plan. During the pendency of
any proceeding described in this paragraph, the special court may
enter such orders as it determines to be appropriate, including or-
ders enjoining, restraining, conditioning, or limiting any convey-
ance, transfer, or use of any asset or right which is subject to such
an order or which is at issue in such a proceeding, or which in-
volves the enforcement of any liens or encumbrances upon such as-
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sets or rights. Any orders pursuant to this paragraph which inter-
pret, alter, amend, modify, or implement orders entered by the spe-
cial court shall be final and shall not be restrained or enjoined by
any court.

(3)1 An order or judgment of the United States District Court
for the District of Columbia in any action referred to in this section
shall be reviewable in accordance with sections 1291, 1292, and
1294 of title 28, United States Code.

(f) D1sPOSITION OF CASH DEPOSITS.—Whenever the compensa-
tion which is deposited with the special court under section 303(a)
of this Act is in the form of cash, such cash shall be invested and
reinvested upon such terms and conditions as the special court
shall determine, pending the making of the findings referred to
paragraphs (1), (2), and (3) of section 303(c) of this Act. Notwith-
standing section 303(c)(4) of this Act, the special court may order
(1) the income from such investments, (2) the dividends or interest,
if any, received on any securities or obligations deposited with the
special court under such section 303(a), and (3) the income, if any,
received with respect to any other form of compensation so depos-
ited, to be distributed to the trustee of each railroad in reorganiza-
tion and to any person leased, operated or controlled by such a rail-
road which conveyed the right, title, and interest in the rail prop-
erties with respect to which such cash, securities, obligations, or
other compensation have been so deposited with the special court.
Notwithstanding 303(c)(4) of this Act, the special court may, within
90 days after the date of conveyance of rail properties pursuant to
section 303(b) of this Act, order up to 25 percent of any cash (in-
cluding investments made with cash) and other compensation de-
posited with the special court to be distributed to such trustee or
person. On petition of the applicable trustee or person, the special
court may order such additional distributions as it finds reasonable
and appropriate, prior to the making of the findings referred to in
paragraphs (1), (2), and (3) of such section 303(c).

(g) STAY OF COURT PROCEEDINGS.—The special court may stay
or enjoin any action or proceeding in any State court or in any
court of the United States other than the Supreme Court or Court
of Appeals for the District of Columbia Circuit if such action or pro-
ceeding is contrary to any provision of this Act, impairs the effec-
tive implementation of this Act, or interferes with the execution of
any order of the special court pursuant to this Act.

[45 U.S.C. 7191

OBLIGATIONS OF THE ASSOCIATION

SEC. 210. (a) GENERAL.—To carry out the purposes of this Act,
the Association is authorized to issue bonds, debentures, trust cer-
tificates, securities, or other obligations (herein cited as “obliga-
tions”) in accordance with this section. Such obligations shall have
such maturities and bear such rate or rates of interest as are deter-

1Section 605(d) of the Federal Courts Improvement Act of 1996 provided that this paragraph
shall not apply to any final order or judgement entered into by the special court established
under section 209(b) of the Regional Rail Reorganization Act of 1973 for which—
(1) a petition for writ of certiorari has been filed before the date on which the special court
is abolished [February 16, 19971; or
(2) the time for filing a petition for writ of certiorari has not expired before that date.
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mined by the Association with the approval of the Secretary of the
Treasury. Such obligations shall be redeemable at the option of the
Association prior to maturity in the manner stipulated in each such
obligation, and may be purchased by the Association in the open
market at a price which is reasonable.

(b) MAXIMUM OBLIGATIONAL AUTHORITY.—The aggregate prin-
cipal amount (exclusive of interest or additions to principal on ac-
count of accrual of interest) of obligations issued by the Association
under this section which may be outstanding at any one time shall
not exceed $395,000,000. No obligations or proceeds thereof shall
be issued or made available after the date of enactment of the Rail-
road Revitalization and Regulatory Reform Act of 1976 except—

(1) to meet existing or potential commitments for loans
under section 211 of this title made or applied for prior to Jan-
uary 1, 1976; and

(2) for the purpose of providing loans pursuant to sub-
sections (g) and (h) of section 211 of this title.

(c) GUARANTEES.—The Secretary shall guarantee the payment
of principal and interest on all obligations issued by the Association
in accordance with this Act and which the Association requests be
guaranteed. All guarantees entered into by the Secretary under
this section shall constitute general obligations of the United
States for the payment of which its full faith and credit are
pledged.

(d) VALIDITY.—No obligation issued by the Association under
this section shall be terminated, canceled, or otherwise revoked, ex-
cept in accordance with lawful terms and conditions prescribed by
the Association. Such an obligation shall be conclusive evidence
that it is in compliance with this section, has been approved, and
is legal as to principal, interest, and other terms. An obligation of
the Association shall be valid and incontestable in the hands of a
holder, except as to fraud, duress, mutual mistake of fact, or mate-
rial misrepresentation by or involving such holder.

(e) THE SECRETARY OF THE TREASURY.—If at any time the mon-
eys available to the Secretary are insufficient to enable him to dis-
charge his responsibilities under subsection (c¢) of this section or
under subsection (a) of section 306 of this Act, he shall issue notes
or other obligations to the Secretary of the Treasury in such forms
and denominations, bearing such maturities, and subject to such
terms and conditions as may be prescribed by the Secretary of the
Treasury. Such obligations shall bear interest at a rate to be deter-
mined by the Secretary of the Treasury taking into consideration
the current average market yield on outstanding marketable obli-
gations of the United States of comparable maturities during the
month preceding the issuance of such obligations. The Secretary of
the Treasury is authorized and directed to purchase any such obli-
gations and for such purpose is authorized to use as a public debt
transaction the proceeds from the sale of any securities issued
under the Second Liberty Bond Act, as amended. The purposes for
which securities may be issued under such Act are extended to in-
clude any purchase of notes or other obligations issued under this
subsection. At any time, the Secretary of the Treasury may sell any
such obligations, and all sales, purchases, and redemptions of such
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obligations by the Secretary of the Treasury shall be treated as
public debt transactions of the United States.

(f) AUTHORIZATION FOR APPROPRIATIONS.—There are hereby
authorized to be appropriated to the Secretary such amounts as are
necessary to discharge the obligations of the United States arising
under this section.

(g) LAWFUL INVESTMENTS.—AIl obligations issued by the Asso-
ciation shall be lawful investments and may be accepted as security
for all fiduciary, trust, and public funds, the investment or deposit
of which shall be under the authority and control of the United
States or any officer or officers thereof. All such obligations issued
pursuant to this section shall be exempt securities within the
meaning of laws administered by the Securities and Exchange
Commission.

[45 U.S.C. 7201

LOANS

SEC. 211. (a) GENERAL.—The Association is authorized, in ac-
cordance with the provisions of this section and such rules and reg-
ulations as it shall prescribe, to make loans to the Corporation, the
National Railroad Passenger Corporation, and other railroads (in-
cluding a railroad in reorganization which has been found to be re-
organizable under section 77 of the Bankruptcy Act pursuant to
section 207(b) of this title) in the region, for purposes of achieving
the goals of this Act; to a State or local or regional transportation
authority pursuant to section 403 of this Act; and to provide assist-
ance in the form of loans to any railroad which (A) connects with
a railroad in reorganization, and (B) is in need of financial assist-
ance to avoid reorganization proceedings under section 77 of the
Bankruptcy Act (11 U.S.C. 205). No such loan shall be made by the
Association to a railroad unless such loans shall, where applicable,
be treated as an expense of administration. The rights referred to
in the last sentence of section 77(j) of the Bankruptcy Act (11
U.S.C. 205()) shall in no way be affected by this Act.

(b) AppLICATIONS.—Each application for such a loan shall be
made in writing to the Association in such form and with such con-
tent and other submissions as the Association shall prescribe to
protect reasonably the interests of the United States. The Associa-
tion shall publish a notice of the receipt of each such application
in the Federal Register and shall afford interested persons an op-
portunity to comment thereon.

(¢) TERMS AND CONDITIONS.—Each loan shall be extended in
such form, under such terms and conditions, and pursuant to such
regulations as the Association deems appropriate. Such loan shall
bear interest at a rate not less than the greater of a rate deter-
mined by the Secretary of the Treasury taking into consideration
(1) the rate prevailing in the private market for similar loans as
determined by the Secretary of the Treasury, or (2) the current av-
erage yield on outstanding marketable obligations of the Associa-
tion with remaining periods of maturity comparable to the average
maturities of such loans, plus such additional charge, if any, to-
ward covering costs of the Association as the Association may de-
termine to be consistent with the purposes of this Act.
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(d) MoDIFICATIONS.—The Association is authorized to approve
any modification of any provision of a loan under this section, in-
cluding the rate of interest, time of payment of interest or prin-
cipal, security, or any other term or condition, upon agreement of
the recipient of the loan and upon a finding by the Association that
such modification is equitable and necessary or appropriate to
achieve the policy declared in subsection (f) of this section. Not-
withstanding any other provision of this section, in the case of a
loan made under subsection (a) of this section to a railroad in the
region, the Association is not required to make the findings with
respect to subsections (e)(3) and (f) and may, upon the request of
such railroad—

(1) continue to make advances to such railroad pursuant to
such loan, up to the total principal provided, as of the date of
enactment of this sentence, under the agreement between such
railroad and the Association under this section, upon finding
only that (A) a good faith effort has been commenced by such
railroad toward the establishment of an employee stock owner-
ship plan, and (B) such continued advances will permit the
continuation of rail service determined by the Association, in
the Final System Plan or under the goals of this Act, to be de-
sirable; and

(2) increase the principle amount of such loan to such rail-
road, in an amount not to exceed $7,500,000, only if the Asso-
ciation makes the finding referred to in paragraph (1)(B) of
this subsection and determines that such railroad is making a
good faith effort to establish an employee stock ownership plan
for review and approval by the Association. Any such approval
shall be conditioned upon a written commitment that by De-
cember 31, 1980, the railroad will adopt an employee stock
ownership plan which will acquire qualifying employer securi-
ties with a fair market value of $250,000.

The Association may not take any action pursuant to the preceding
sentence of this subsection after December 31, 1981.

(e) PREREQUISITES.—The Association shall make a finding in
virlriting, before making a loan to any applicant under this section,
that—

(1) the loan is necessary to achieve the goals of this Act
or to prevent insolvency;

(2) it is satisfied that the business affairs of the applicant
will be conducted in a reasonable and prudent manner; and

(3) the applicant has offered such security as the Associa-
tion deems necessary to protect reasonably the interests of the
United States.

(f) PoLicy.—It is the intent of Congress that loans made under
this section shall be made on terms and conditions which furnish
reasonable assurance that the Corporation or the railroads to
which such loans are granted will be able to repay them within the
time fixed and that the goals of this Act are reasonably likely to
be achieved.

(g) PRE-CONVEYANCE LOANS TO THE CORPORATION.—During
the period between the effective date of the final system plan and
the date of the conveyance of rail properties pursuant to section
303(b) of this Act, the Association may make such loans in such
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amounts to the Corporation as the Association deems essential to
provide for the purchase by the Corporation of material, supplies,
equipment, and services necessary to permit the orderly and effi-
cient implementation of the final system plan. Notwithstanding
any inability of the Association during such period to make the
finding required by subsection (e)(3) of this section because of any
existing contingencies, the Association may make any such loans to
the Corporation, subject to—

(1) the most favorable terms and conditions for assuring
timely repayment and security as may then be reasonably
available, and

(2) the requirement that any loan to the Corporation under
this subsection be refinanced immediately out of the proceeds
of the first sale by the issuance of debentures under section
216 of this title.

In order to assure that necessary funds are available to the Cor-
poration for implementation of the final system plan, the Corpora-
tion is authorized to accept such loans as may be approved by the
Association under this subsection, and any such acceptance shall
be deemed for all purposes to constitute a reasonable and prudent
business judgment in compliance with any fiduciary obligations im-
posed on the Corporation or its directors. For purposes of this sub-
section, the term “Corporation” includes a subsidiary of the Cor-
poration.

(h) LOoANS FOR PAYMENT OF OBLIGATIONS.—(1)(A) The Associa-
tion is authorized, subject to the limitations set forth in section
210(b) of this title, to enter into loan agreements, in amounts not
to exceed, at any given time, $350,000,000 in the aggregate prin-
cipal amount, with the Corporation, the National Railroad Pas-
senger Corporation, and any profitable railroad to which rail prop-
erties are transferred or conveyed pursuant to section 303(b)(1) of
this Act, under which the Corporation, the National Railroad Pas-
senger Corporation, and any profitable railroad entering into such
agreement will agree to meet existing or prospective obligations of
the railroads in reorganization in the region which the Association,
in accordance with procedures established by the Association, de-
termines should be paid by the Corporation, the National Railroad
Passenger Corporation, or a profitable railroad, on behalf of such
railroads in reorganization, in order to avoid disruptions in ordi-
nary business relationships. Such obligations shall be limited to—

(i) amounts claimed by suppliers (including private car
lines) of materials or services utilized or purchased in current
rail operations;

(i1) claims by shippers arising from current rail services;

(iii) payments to railroads for settlement of current inter-
line accounts and all other current accounts and obligations;

(iv) claims of employees arising under the collective-bar-
gaining agreements of the railroads in reorganization in the re-
gion and subject to section 3 of the Railway Labor Act (includ-
ing claims for accrued vacation and wages and similar claims
arising in connection with labor and services performed);

(v) claims of all employees or their personal representa-
tives for personal injuries or death and subject to the provi-
sions of Employers’ Liability Act (45 U.S.C. 51-60);
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(vi) amounts required for adequate funding of accrued pen-
sion benefits existing at the time of a conveyance or discontinu-
ance of service under employee pension benefit plans described
in section 505(a) of this Act;

(vii) amounts required to provide adequate funding for
payment, when due, of claims deriving from membership in
any employee voluntary relief plan which provides benefits to
its members and their beneficiaries in the event of sickness,
accident, disability, or death, and to which both a railroad in
reorganization and employee members have made contribu-
tions;

(viii) amounts required to provide adequate funding for
continuation, by the Corporation, of medical and life insurance
coverage and benefits for retired employees of railroads in reor-
ganization as required and limited by section 303(b)(6)(B) of
this Act.1

(ix) amounts required to discharge the obligations of each
such railroad in reorganization to nonemployee claimants for
personal injuries suffered during the period such railroad has
been in reorganization; and

(x) amounts required to discharge any obligation of a rail-
road in reorganization in the region to the National Railroad
Passenger Corporation, arising out of a contract between such
railroad in reorganization and such Corporation under which
such railroad in reorganization is required to provide a suitable
rail passenger station, in any case in which such railroad in re-
organization sold a rail passenger station pursuant to a judi-
cial order of condemnation prior to April 1, 1976.

(B) The Association shall make a loan pursuant to subpara-
graph (A) of this paragraph if, notwithstanding any other require-
ment of this subsection, it finds that the Corpration,! the National
Railroad Passenger Corporation, or a profitable railroad is entitled
to a loan pursuant to section 303(b)(6), 504(e), or 504(g) of this Act,
or if, with respect to an obligation referred to in subparagraph (A)
of this paragraph, it finds that—

(i) provision for the payment of such obligation was not in-
cluded in the financial projections of the final system plan;

(ii) such obligations arose from rail operations prior to the
date of conveyance of rail properties pursuant to section 303
(b)(1) of this Act and is, under other applicable law, the respon-
sibility of a railroad in reorganization in the region, and a
claim is presented to a railroad in reorganization in the region,
or the Corporation within 2 years after the date of enactment
of the Rail Amendments of 1976;

(iii) the Corporation, the National Railroad Passenger Cor-
poration, or a profitable railroad has advised the Association
that the direct payment of such obligation by the Corporation,
the National Railroad Passenger Corporation, or a profitable
railroad is for services or materials, the furnishing of which
served to avoid disruptions in ordinary business relationships
prior to the date of conveyance of rail properties pursuant to

1So0 in law. The period probably should be a semicolon.
1S0 in law. Probably should be “Corporation”.
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section 303 (b)(1) of this Act, or is necessary to avoid
postconveyance disruptions in ordinary business relationships;

(iv) the transferor is unable to pay such obligation within
a reasonable period of time; and

(v) with respect to loans made to the Corporation, the pro-
cedures to be followed by the Corporation, in seeking reim-
bursement from a railroad in reorganization in the region for
an obligation paid on its behalf under this subsection, have
been jointly agreed to by the Finance Committee and the Cor-
poration, and the joint agreement—

(I) provides for the Corporation to receive reimburse-
ment from the Association for any expenses incurred in
seeking reimbursement from any railroad in reorganiza-
tion in the region for an obligation paid on its behalf under
this subsection; and

(IT) includes a stipulation of the exact procedures the
Corporation shall undertake to avoid the finding, referred
to in paragraph (6)(A)(i) of this subsection, that it has not
exercised due diligence.

(2) The trustees of each railroad in reorganization in the region
shall attempt to negotiate agency agreements with the Corporation,
the National Railroad Passenger Corporation, or a profitable rail-
road for the processing of all accounts receivable and accounts pay-
able attributable to operations prior to the conveyance of property
pursuant to section 303(b)(1) of this Act and for the payment of
only those accounts payable which relate to obligations of the es-
tates identified in paragraph (1) of this subsection. If any railroad
in reorganization in the region fails to conclude such an agreement
within a reasonable time prior to such conveyance, the applicable
reorganization courts, after giving all parties an opportunity to be
heard, shall prescribe the terms of such an agency arrangement by
order, giving due consideration to the need, wherever possible, to
make such agreements uniform among the various estates. Nothing
in this subsection shall be construed as permitting any district
court of the United States having jurisdiction over the reorganiza-
tion of a railroad in reorganization in the region to enjoin, restrain,
or limit the Corporation, the National Railroad Passenger Corpora-
tion, or a profitable railroad from applying, to payment of the obli-
gations of the estates identified in paragraph (1) of this subsection,
amounts collected as (A) accounts receivable pursuant to this para-
graph, (B) cash or other current assets identified pursuant to para-
graph (3) of this subsection, or (C) proceeds of loans pursuant to
paragraph (1) of this subsection. Any agency agreement executed
prior to the date of the enactment of the Rail Transportation Im-
provement Act shall be deemed amended to the extent necessary
to conform such agreement or order to the provisions of this para-
graph. Nothing in this paragraph shall be construed to affect any
payment made prior to such date of enactment with respect to obli-
gations other than those identified in paragraph (1) of this sub-
section.

(3) The Association may, not less than 30 days prior to the
date of conveyance pursuant to section 303(b)(1) of this Act, peti-
tion each district court of the United States having jurisdiction
over the reorganization of a railroad in reorganization in the region
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for an order, which shall be entered prior to such conveyance, and
which—

(A) identifies that cash and other current assets of the es-
tate of such railroad which shall be utilized to satisfy obliga-
tions of the estates identified in paragraph (1) of this sub-
section; and

(B) provides for the application by the trustees of such rail-
roads and their agents, consistent with the principles of reor-
ganization under section 77 of the Bankruptcy Act (11 U.S.C.
205) and with the agency agreement specified in paragraph (2)
of this subsection, of all such current assets, including cash
available as of or subsequent to such date of conveyance, to the
payment in the postconveyance period of the obligations of the
estates identified in paragraph (1) of this subsection.

(4)(A) Each obligation of a railroad in reorganization in the re-
gion which is paid with financial assistance under paragraph (1) of
this subsection shall be processed, on behalf of such railroad, by
the Corporation, the National Railroad Passenger Corporation, or
a profitable railroad, whichever is appropriate. An obligation of a
railroad in reorganization in the region shall be paid, on behalf of
such railroad, by the Corporation, the National Railroad Passenger
Corporation, or a profitable railroad, whichever is appropriate, if—

(i) such obligation is deemed by the Corporation, the Na-
tional Railroad Passenger Corporation, or a profitable railroad,
whichever is appropriate, to have been, on the date of convey-
ance of rail properties pursuant to section 303(b)(1) of this Act,
the obligation of a railroad in reorganization in the region;

(ii) such obligation accrues after such date of conveyance
but as a result of rail operations conducted prior to such date,
and the trustees of such railroad in reorganization acknowl-
edge that it is an obligation of such railroad; or

(iii) the district court of the United States having jurisdic-
tion over such railroad in reorganization in the region approves
such obligation as a valid administrative claim against such
railroads;

to the extent that payment is required under a loan agreement
with the Association under such paragraph (1).

(B) The Association shall resolve any disputes among the Cor-
poration, the National Railroad Passenger Corporation, and a prof-
itable railroad concerning which of them shall process and pay any
particular obligation on behalf of a particular railroad in reorga-
nization.

(C) The Corporation, the National Railroad Passenger Corpora-
tion, or a profitable railroad shall have a direct claim, as a current
expense of administration, for reimbursement from the estate of a
railroad in reorganization in the region for all obligations of such
estate (plus interest thereon) which are paid by the Corporation,
the National Railroad Passenger Corporation, or a profitable rail-
road, as the case may be. The right of the Corporation or the Na-
tional Railroad Passenger Corporation to receive reimbursement
under this subparagraph from the estate of a railroad in reorga-
nization in the region shall be reduced by the amount, if any, of
loans, plus interest forgiven under paragraph (5) of this subsection.
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(D)) Except as provided in clause (ii) of this subparagraph,
any funds held in an escrow account by a railroad in reorganization
on the date of enactment of the Rail Transportation Improvement
Act which are thereafter determined to be cash and other current
assets of the estate of such railroad in reorganization, for purposes
of paragraph (3) of this subsection, shall be applied as follows—

(I) first, to the reduction of any outstanding loans to the
Corporation by the Association, pursuant to paragraph (1) of
this subsection, the proceeds of which were used to discharge
obligations of such railroad in reorganization;

(IT) second, to the Association to the extent of any such
loans which have been forgiven pursuant to paragraph (5) of
this subsection; and

(IIT) third, to the payment of any remaining obligations of
such railroad in reorganization, in accordance with the provi-
sion of the agency agreement entered into pursuant to para-
graph (2) of this subsection.

(i1) The manner of disposition set forth in clause (i) of this sub-
paragraph shall not apply with respect to a railroad in reorganiza-
tion if the Secretary (I) determines that a different disposition of
assets is necessary to carry out a reorganization plan of such rail-
road in reorganization, and that such different disposition ade-
quately protects the interests of the United States, and (II) trans-
mits his determination to the court having jurisdiction over the re-
organization of such railroad.

(5)(A) If, at any time, the Finance Committee of the Associa-
tion determines that the failure of the Corporation to receive full
reimbursement with interest from the estate of a railroad in reor-
ganization in the region for any obligation of such estate paid pur-
suant to this subsection could adversely affect the fairness and eq-
uity of the transfers and conveyances pursuant to section 303(b)(1)
of this Act, or that the failure of the National Railroad Passenger
Corporation to receive such full reimbursement plus interest for
any such obligation would be contrary to the public interest, the
Association shall forgive the indebtedness, plus accrued interest, of
the Corporation or of the National Railroad Passenger Corporation
incurred pursuant to paragraph (1) of this subsection in the
amount recommended by the Finance Committee. The Association
shall have a direct claim, as a current expense of administration
of the estate of such railroad in reorganization, equal to the
amount by which loans of the Corporation or of the National Rail-
road Passenger Corporation, plus interest, have been forgiven.
Such direct claim shall not be subject to any reduction by way of
setoff, cross-claim, or counter-claim which the estate of such rail-
road in reorganization may be entitled to assert against the Cor-
poration, the National Railroad Passenger Corporation, the Asso-
ciation, or the United States.

(B) The direct claim of the association under this paragraph,
and any direct claim authorized under paragraph (4) of this sub-
section, shall be prior to all other administrative claims of the es-
tate of a railroad in reorganization, except claims arising under
trustee’s certificates or from default on the payment of such certifi-
cates. The Corporation, the National Rail Passenger Corporation,
or a profitable railroad, as the case may be, shall, with respect to
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each direct claim for reimbursement pursuant to paragraph (4) of
this subsection, file a proof of administrative expense claim with
the trustees of the railroad in reorganization from whom reim-
bursement is sought. Each such proof of administrative expense
claim shall set forth, by category and amount, the obligations of
such railroad in reorganization which were paid pursuant to such
paragraph (4).

(6)(A) Notwithstanding any other provision of this subsection,
the Association shall forgive any loan made to the Corporation or
the National Railroad Passenger Corporation pursuant to this sub-
section, plus accrued interest thereon, on the 3rd anniversary date
of any such loan, except that the Association shall not forgive any
loan or portion thereof, in accordance with this paragraph, if—

(i) the Finance Committee makes an affirmative finding,
with respect to such loan or portion thereof, that—

(I) the Corporation has not exercised due diligence in
executing the procedures adopted pursuant to paragraph
(1)(B)(v) of this subsection, and

(IT) the failure of the Association to forgive such loan
or portion thereof will not adversely affect the ability of
the Corporation to become financially self-sustaining;

(i1) the Finance Committee so directs the Association; and
(iii) neither House of the Congress disapproves such af-
firmative finding and direction, in accordance with the fol-
lowing provisions of this paragraph.
A copy of each such finding, the reasons therefor, and such direc-
tion made by the Finance Committee, together with the comments
and recommendations thereon of the Board of Directors of the As-
sociation, shall be transmitted to the Congress by the Association
within 10 days after the date on which the Finance Committee
makes such finding and direction, or if not so transmitted, shall be
transmitted by the Finance Committee. Each such finding and di-
rection so transmitted shall become effective immediately, and
shall remain in effect, unless, within the first period of 30 calendar
days of continuous session of Congress after the date of transmittal
of such finding and direction to Congress, either House of Congress
disapproves such finding and direction in accordance with the pro-
cedures specified in section 1017 of the Congressional Budget and
Impoundment Control Act of 1974 (31 U.S.C. 1407). For purposes
of this paragraph, continuity of session of Congress is broken only
in the circumstances described in section 1011(5) of that Act (31
U.S.C. 1401 (5)).

(B) The Association shall have a direct claim, as a current ex-
pense of administration of the estate of the railroad in reorganiza-
tion whose obligations were paid with the proceeds of loans for-
given under this paragraph, equal to the amount by which the
loans, plus interest, have been forgiven. Such direct claim shall not
be subject to any reduction by way of setoff, cross-claim, or counter-
claim which the estate of such railroad in reorganization may be
entitled to assert against the Corporation, the National Railroad
Passenger Corporation, the Association, or the United States. The
direct claim of the Association under this paragraph shall be prior
to all other administrative claims of the estate of the railroad in
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reorganization, except claims arising under trustee’s certificates or
from default on the payment of such certificates.

(7) For purposes of this subsection, the term “Corporation” in-
cludes a subsidiary of the Corporation.

[45 U.S.C. 721]

RECORDS, AUDIT, AND EXAMINATION

SEC. 212. (a) RECORDS.—Each recipient of financial assistance
under this title, whether in the form of loans, obligations, or other
arrangements, shall keep such records as the Association or the
Secretary shall prescribe, including records which fully disclose the
amount and disposition by such recipient of the proceeds of such
as%istance and such other records as will facilitate an effective
audit.

(b) AUuDIT AND EXAMINATION.—The Association, the Secretary,
and the Comptroller General of the United States, or any of their
duly authorized representatives shall, until the expiration of 3
years after the implementation of the final system plan, have ac-
cess for the purpose of audit and examination to any books, docu-
ments, papers, and records of such recipients which in the opinion
of the Association, the Secretary, or the Comptroller General may
be related or pertinent to the loans, obligations or other arrange-
ments referred to in subsection (a) of this section. The Association
or any of its duly authorized representatives shall, until any finan-
cial assistance received under this title has been repaid to the As-
sociation, have access to any such materials which concern any
matter that may bear upon—

(1) the ability of the recipient of such financial assistance
to make repayment within the time fixed therefor;

(2) the effectiveness with which the proceeds of such as-
sistance is used; and

(3) the implementation of the final system plan and the re-
alization of the declaration of policy of this Act.

[45 U.S.C. 722]

EMERGENCY ASSISTANCE PENDING IMPLEMENTATION

SEc. 213. (a) EMERGENCY ASSISTANCE.—The Secretary is au-
thorized, pending the implementation of the final system plan, to
pay to the trustees of railroads in reorganization such sums as are
necessary for the continued provision of essential transportation
services by such railroads. Such payments shall be made by the
Secretary upon such reasonable terms and conditions as the Sec-
retary establishes, except that recipients must agree to maintain
and provide service at a level no less than that in effect on the date
of enactment of this Act. Where the Secretary and the trustees
agree that funds provided pursuant to this section are to be used
(together with funds provided pursuant to section 215 of this Act,
if any) to perform program maintenance on designated rail prop-
erties until the date rail properties are conveyed under this Act or
to improve such designated properties, such agreement shall con-
tain the conditions set forth in section 215(b) of this Act.

(b) AUTHORIZATION FOR APPROPRIATIONS.—There are author-
ized to be appropriated to the Secretary for carrying out this sec-
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tion such sums as are necessary, not exceed $282,000,000, to re-
main available until expended. Of amounts authorized to be appro-
priated under this subsection, $50,000,000 shall be available solely
to pay to the trustees of railroads in reorganization such sums as
may be necessary to provide such railroads with amounts equal to
revenues attributable to tariff increases proposed by such railroads
and suspended by the Interstate Commerce Commission during the
calendar year 1975, if the Secretary determines that such pay-
ments are necessary to carry out this section.

[45 U.S.C. 7231

AUTHORIZATION FOR APPROPRIATIONS

SEC. 214. (a) SECRETARY.—There are authorized to be appro-
priated to the Secretary for purposes of preparing the reports and
exercising other functions to be performed by him under this Act
such sums as are necessary, not to exceed $12,500,000, to remain
available until expended. There are authorized to be appropriated
to the Secretary such sums as may be necessary to discharge the
o}lzliggtions of the United States arising under section 303(c)(5) of
this Act.

(b) OFFiCE.—There are authorized to be appropriated to the
Commission for the use of the Office in carrying out its functions
under this Act such sums as are necessary, not to exceed
$7,000,000, to remain available until expended. The budget for the
Office shall be submitted by the Commission directly to the Con-
gress and shall not be subject to review of any kind by any other
agency or official of the United States. Moneys appropriated for the
Office shall not be withheld by any agency or official of the United
States or used by the Commission for any purpose other than the
use of the Office. No part of any other moneys appropriated to the
Commission shall be withheld by any other agency or official of the
United States to offset any moneys appropriated pursuant to this
subsection.

(c) ASSOCIATION.—There are authorized to be appropriated to
the Association for purposes of carrying out its administrative ex-
penses under this Act not to exceed $13,000,000 for the fiscal year
ending September 30, 1982, and not to exceed $4,000,000 for the
fiscal year ending September 30, 1983. Sums appropriated under
this subsection are authorized to remain available until expended.

[45 U.S.C. 724]

INTERIM AGREEMENTS

SEC. 215. (a) PURPOSES.—Prior to the date upon which rail
properties are conveyed to the Corporation under this Act, the Sec-
retary, with the approval of the Association, is authorized to enter
into agreements with the trustees of the railroads in reorganization
in the region (or railroads leased, operated, or controlled by rail-
roads in reorganization)—

(1) to perform the program maintenance on designated rail
properties of such railroads until the date rail properties are
conveyed under this Act;

(2) to improve rail properties of such railroads; and
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(3) to acquire rail properties for lease or loan to any such
railroads until the date such rail properties are conveyed under
this Act, and subsequently for conveyance pursuant to the final
system plan, or to acquire interests in such rail properties
owned by or leased to any such railroads or in purchase money
obligations therefor.

(b) CONDITIONS.—Agreements pursuant to subsection (a) of this
section shall contain such reasonable terms and conditions as the
Secretary may prescribe. In addition, agreements under para-
glll'aphs (1) and (2) of subsection (a) of this section shall provide
that—

(1) to the extent that physical condition is used as a basis
for determining, under section 206(f) or 303(c) of this Act, the
value of properties subject to such an agreement and des-
ignated for transfer to the Corporation under the final system
plan, the physical condition of the properties on the effective
date of the agreement shall be used; and

(2) in the event that property subject to the agreement is
sold, leased, or transferred to an entity other than the Corpora-
tion, the trustees or railroad shall pay or assign to the Sec-
retary that portion of the proceeds of such sale, lease, or trans-
fer which reflects value attributable to the maintenance and
improvement provided pursuant to the agreement.

(c) OBLIGATIONS.—Notwithstanding section 210(b) of this title,
the Association shall issue obligations under section 210(a) of this
title in an amount sufficient to finance such agreements and shall
require the Corporation to assume any such obligations. The aggre-
gate amount of obligations issued under this section and out-
standing at any one time shall not exceed $300,000,000. The Asso-
ciation, with the approval of the Secretary, shall designate in the
final system plan that portion of such obligations issued or to be
issued which shall be refinanced and the terms thereof, and that
portion from which the Corporation shall be released of its obliga-
tions.

(d) CONVEYANCE.—The Secretary may convey to the Corpora-
tion or any subsidiary thereof with or without receipt of consider-
ation, any property or interests acquired by, transferred to, or oth-
erwise held by the Secretary pursuant to this section or section 213
of this Act.

[45 U.S.C. 725]

DEBENTURES AND SERIES A PREFERRED STOCK

SEC. 216. (a) GENERAL.—The Association is authorized, in ac-
cordance with the provisions of this section, and such rules and
regulations as it may prescribe, to invest from time to time in the
securities of the Corporation by purchasing (1) up to
$1,000,000,000 of debentures issued by the Corporation, and (2)
after the acquisition of such debentures, up to $2,629,000,000 of
the Series A preferred stock of the Corporation.

(b) PURPOSES AND PROCEDURE FOR INVESTMENT.—(1) The Asso-
ciation is authorized to purchase debentures and, thereafter, series
A preferred stock of the Corporation at such times and in such
amounts as may be required and requested by the Corporation in
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accordance with the terms and conditions governing such pur-
chases (which shall be prescribed by the Association), to provide—

(A) for the modernization, rehabilitation and maintenance
of rail properties of the Corporation;

d(B) for the acquisition of equipment and other capital
needs;

(C) for the refinancing of indebtedness which was incurred
by the Corporation under section 211 of this title or which was
incurred under section 215 of this title and assumed by the
Corporation; or

. (D) working capital as contemplated by the final system
plan.

(2) Purchases of up to $1,000,000,000 of debentures and, there-
after, of up to $2,300,000,000 of series A preferred stock shall be
made by the Association as required and requested by the Corpora-
tﬁ)n, unless the Finance Committee makes an affirmative finding
that—

(A) the Corporation has failed in any material respect to
comply with any covenants or undertakings made to the Asso-
ciation and such failure remains uncorrected;

(B) the Corporation has failed substantially (as determined
by performance within the margins prescribed by the Board of
Directors) to attain the overall operating (including rehabilita-
tion) and financial results projected for the Corporation in the
final system plan (including any modifications of such pro-
jected results and of the performance margins applicable to
such projected results which are jointly approved by the Fi-
nance Committee and the Board of Directors and which would
improve the possibility that the Corporation will attain such
projected results and perform within such margins, as modi-
fied); or

(C) it is not reasonably likely, taking into consideration all
relevant factors including the overall operating (including re-
habilitation) and financial results achieved by the Corporation,
that the Corporation will be able to become financially self-sus-
taining without requiring Federal financial assistance substan-
tially in excess of the amounts authorized in this section.

(3)(A) Amounts transferred to the Association pursuant to sec-
tion 509(b)(1) of the Railroad Revitalization and Regulatory Reform
Act of 1976 may be used to purchase series A preferred stock of the
Corporation to provide for the implementation by the Corporation
of a program to reduce the Corporation’s work force, if the Finance
Committee finds that the implementation of such program will re-
sult in substantial savings to the United States.

(B) An employee who ceases to be an employee as a result of
the reduction of work force under a program implemented pursuant
to this paragraph shall not, by reason of so ceasing to be an em-
ployee, or by reason of any work or employment entered into after
so ceasing to be an employee, lose such employee’s current connec-
tion with the railroad industry for the purposes of the Railroad Re-
tirement Act of 1974.

(4) Purchases of up to $329,000,000 of a series A preferred
stock shall be made by the Association, subject to the availability
of appropriations, as required and requested by the Corporation, if
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the Finance Committee makes an affirmative finding that the Cor-
poration has taken appropriate action to eliminate losses on light
density lines and other lines which are unprofitable. Such action
shall include the imposition of surcharges on such lines, the aban-
donment of such lines, and the transfer of such lines.

(5) The authority of the Association to purchase debentures or
series A preferred stock of the Corporation shall terminate upon
the date of the enactment of the Conrail Privatization Act.

(c) FINDING, DIRECTION, AND REVIEW BY CONGRESS.—(1) If the
Finance Committee makes an affirmative finding pursuant to sub-
section (b)(2) of this section, it may direct the Association—

(A) not to purchase any debentures or series A preferred
stock of the Corporation after the date of such affirmative find-
ing; or

(B) to purchase debentures or series A preferred stock of
the Corporation, after the date of such affirmative finding, only
in such amounts, at such times, and on such terms and condi-
tions (notwithstanding subsection (e)(1) of this section) as the
Finance Committee determines to be appropriate to the role of
the Association as an investor in such debentures and series A
preferred stock.

(2) A copy of each affirmative finding, the reasons thereof, and
each direction made by the Finance Committee under paragraph
(1) of this subsection, together with the comments and rec-
ommendations thereon of the Board of Directors of the Association,
shall be transmitted to the Congress by the Association within 10
days after the date on which the Finance Committee makes such
finding and direction, or if not so transmitted, shall be transmitted
by the Finance Committee. Each such direction so transmitted
shall become finally effective and is required to be implemented by
the Association, unless within the first period of 30 calendar days
of continuous session of Congress after the date of its transmittal
to Congress either House of Congress disapproves such direction
(except that such direction shall become finally effective imme-
diately upon approval of such direction by both Houses of Con-
gress) in accordance with the procedures specified in section 1017
of the Congressional Budget and Impoundment Control Act of 1974
(81 U.S.C. 1407). For purposes of this paragraph, continuity of ses-
sion of Congress is broken only in the circumstances described in
section 1011(5) of that Act (31 U.S.C. 1401(5)). During review by
the Association and Congress, the Association shall take no action
inconsistent with the direction of the Finance Committee pursuant
to paragraph (c)(1) of this section, except to the extent the Associa-
tion finds necessary, in its discretion, to assure continuous orderly
operation of the Corporation.

(3) If the Congress, pursuant to paragraph (2) of this sub-
section, disapproves a direction submitted to the Association pursu-
ant to paragraph (1) of this subsection, the Association shall con-
tinue to purchase the debentures or series A preferred stock of the
Corporation as otherwise provided in this title until such time as
a direction is submitted under this section which is not so dis-
approved (or affirmatively approved). The powers of the Association
and of the Board of Directors of the Association shall remain in ef-
fect except to the extent modified by any such direction. If any such
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direction is disapproved by either House of Congress, the Finance
Committee may, not earlier than 30 days after the date of such dis-
approval, make (and the Board of Directors of the Association shall
transmit) any additional affirmative finding and direction with re-
spect to the same matter, which direction shall become effective in
accordance with paragraph (2) of this subsection. An affirmative
finding and direction under this subsection, or action by the Asso-
ciation during a review thereof by the Congress, may not be held
unlawful or set aside by any reviewing court on the ground that
such finding and direction or action were not adequate to meet the
requirements of subparagraph (A), (E), or (F) of section 706(2) of
title 5, United States Code.

(4) Notwithstanding any other provision of this section, or any
terms and conditions governing its purchase of securities of the
Corporation, the Association shall, upon written application by the
Corporation at least 30 days prior to such investment, make an ini-
tial investment in debentures of the Corporation within 60 days
after the date of conveyance of rail properties pursuant to section
303(b)(1) of this Act. Such initial investment shall be limited to
such amounts as the Association and Finance Committee, acting
jointly, determine are necessary for the continued and orderly oper-
ations of the Corporation prior to any additional investment.

(5) Not later than 60 days after the date of conveyance pursu-
ant to section 303(b)(1) of this Act, the Association shall select 6
individuals to serve as members of the Board of Directors of the
Corporation, subject to the provisions of section 301(d) of this Act.

(d) TERMS AND CONDITIONS.—Notwithstanding any other provi-
sion of State law, the debentures and the series A preferred stock
of the Corporation shall have such terms and conditions, not incon-
sistent with the final system plan or this title, as may be pre-
scribed by the Association, except as follows:

(1) The Corporation shall not be required to issue to the
Association additional shares of series A preferred stock of the
Corporation as a dividend on any such stock.

(2) The dividends payable on series A preferred stock of
the Corporation shall not be cumulative and shall be paid in
cash when and to the extent that there is “cash available for
restricted cash payments”, as that term is defined in the final
system plan.

(3) After the Association calls for redemption of the certifi-
cates of value, no shares of series A preferred stock of the Cor-
poration shall be issued in lieu of interest on the debentures
of the Corporation and, to the extent such interest is not pay-
able in cash by reason of the absence of sufficient “cash avail-
able for restricted cash payment”, the Corporation shall deliver
to the holders of the debentures contingent interest notes in a
face amount equal to such unpaid interest.

(4) If the Board of Directors of the Association and the Fi-
nance Committee, acting jointly, modify the terms or condi-
tions governing the purchase of debentures or series A pre-
ferred stock of the Corporation pursuant to subsection (e)(1) of
this section, or if the Finance Committee waives compliance
with any term, condition, provision, or covenant of such securi-
ties pursuant to subsection (e)(2) of this section, the Finance
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Committee may require the Corporation to issue contingent in-
terest notes in such amount as, in the determination of the Fi-
nance Committee, will provide protection for the United States,
in the event of bankruptcy, reorganization, or receivership of
the Corporation, equal to the protection of the United States
would have had in the absence of such modification or waiver.

(5) The contingent interest notes issued pursuant to this

section shall bear interest compounded annually at the rate of
8 percent per annum and such notes and the accumulated in-
terest thereon shall be payable only in the event of bankruptcy,
reorganization, or receivership of the Corporation occurring
prior to the repayment and redemption of all outstanding de-
bentures and accumulated series A preferred stock of the Cor-
poration. The contingent interest notes and the accumulated
interest thereon shall have the same priority in bankruptcy,
reorganization, or receivership as the debentures of the Cor-
poration. The other terms and conditions of the contingent in-
terest notes shall be as set forth in an agreement to be entered
into between the Association and the Corporation prior to
issuance of any debentures.

(e) MODIFICATIONS, WAIVERS, AND CONVERSIONS.—(1) The
Board of Directors of the Association and the Finance Committee,
acting jointly, may agree with the Corporation to modify any of the
terms and conditions governing the purchase by the Association of
securities of the Corporation, upon a finding that such action is
necessary or appropriate to achieve the purposes of this Act or the
goals of the final system plan.

(2) The Finance Committee may, in its discretion and upon a
finding that such action is necessary or appropriate to achieve the
purposes of this Act or the goals of the final system plan, waive
compliance with any term, condition, provision, or covenant of the
securities of the Corporation held by the Association, including any
provision of such securities with respect to redemption of principal
or issuance price, payment of interest or dividends, or any term or
condition governing the purchase of such securities.

(38) Notwithstanding any provision of State law, there shall be
no conversion of the debentures of the Corporation into series A
preferred stock of the Corporation, as provided in the terms and
conditions of the debentures and pursuant to the final system plan,
unless the Board of Directors of the Association and the Finance
Committee jointly determine to effect such conversion.

(f)(1) The Association shall not invest the final $345,000,000 of
the additional investment in the Corporation authorized by the Re-
gional Rail Reorganization Act Amendments of 1978 unless and
until (A) the Corporation has in effect an employee stock ownership
plan which satisfies the requirements of paragraphs (2) and (3),
and (B) the requirements of the other paragraphs of this subsection
have been satisfied.

(2) The employee stock ownership plan shall:

(A) provide:

(i) for a transfer to the plan and allocation to the ac-
counts of plan participants in periodic installments of Se-
ries A preferred stock of the Corporation with a stated re-
demption value of at least $345,000,000 or any other secu-
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rities in an amount determined by the Association, with

the concurrence of the Finance Committee, as constituting

a meaningful interest in the Corporation, or any combina-

tion thereof so determined by the Association, with the

concurrence of the Finance Committee. The use of Series

A preferred stock to fund the Employee Stock Ownership

Plan shall not be interpreted to relieve ConRail of the re-

sponsibility for repaying in full to the United States Rail-

way Association its indebtedness as represented by all

Zhares originally issued under Public Law 94-210 and this

ct;
(i1) for immediate vesting of the rights of participants
to such securities upon allocation, subject to defeasance as

a result of the plan’s termination which termination shall

occur in the event that, by the end of the 120th month be-

ginning after the month in which securities or interests
therein are first allocated to participants’ accounts, the

Corporation has not attained for two consecutive quarters

positive net income and a freight labor cost to freight rev-

enue ratio equal to the average such ratio for all Class I

railroads in 1977, as determined pursuant to procedures

adopted by the Corporation pursuant to regulations pro-
mulgated by the Association with the concurrence of the

Finance Committee;

(B) be an employee benefit plan which is designed to invest
primarily in employer securities;

(C) meets such other requirements (similar to require-
ments applicable to employee stock ownership plans as defined
in section 4975(e)(7) of the Internal Revenue Code of 1954) as
the Secretary of the Treasury or his delegate may describe;

(D) have been approved by the Board of Directors of the
Corporation to the extent and in the manner which may be re-
quired by the Corporation’s articles of incorporation and by-
laws then in effect; and

(E) have been prepared in consultation with, and been ap-
proved by, the Association and the Finance Committee.

(3) Notwithstanding any other provision of law, if a plan does
not meet the requirements of section 401 of the Internal Revenue
Code of 1954—

(A) stock transferred under paragraph (2) and allocated to
the account of any participant under paragraph (2) shall not be
considered income of the participant or his beneficiary under
the Internal Revenue Code of 1954 until such stock or divi-
dends are actually distributed or made available to the partici-
pant or his beneficiary and, at such time, shall be taxable
under section 72 of the Internal Revenue Code of 1954 (treat-
ing the participant or his beneficiary as having a basis of 0 in
the stock);

(B) no amount shall be allocated to any participant under
the plan in excess of the amount which might be allocated if
the plan met the requirements of section 401 of the Internal
Revenue Code of 1954; and

(C) the plan must meet the requirements of sections 410
and 415 of the Internal Revenue Code of 1954.
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(4) The Corporation shall adopt such terms and conditions gov-
erning the securities or interests therein to be transferred to the
plan (including limitations on voting rights) as the Association,
with the concurrence of the Finance Committee, determines are
necessary to protect reasonably the interests of the United States
in the litigation pursuant to section 303(c) of this Act and in the
event of any action to further reorganize or restructure the Cor-
poration’s assets or capital structure.

(5) The Corporation, the Association, and a representative ap-
pointed by the Chairman of the Railway Labor Executives’ Associa-
tion as representative of all the classes or crafts of employees of the
Corporation shall engage in negotiations to agree upon a plan in
accordance with the provisions of this subsection. For purposes of
this subsection, the Railway Labor Executives’ Association shall be
deemed to represent all of the representatives of crafts or classes
of employees of the Corporation and its subsidiaries as though that
organization held powers of attorney from each representative of a
craft or class for the limited purposes of negotiating and agreeing
upon an employee stock ownership plan. The parties shall incor-
porate their agreement into a written plan instrument specifying
the terms and conditions set forth in this subsection and such other
terms and conditions as they may decide upon, with the concur-
rence of the Finance Committee, unless the parties are unable to
reach on an! agreement on the plan following the exertion of every
reasonable effort to do so, in accordance with the Railway Labor
Act, in which event, the Corporation and the Association, with the
concurrence of the Finance Committee, shall establish a written
plan with such terms and conditions as they may agree upon in ac-
cordance with this subsection. The plan shall not be subject to
change under the provisions of section 6 of the Railway Labor Act
until after such time as securities have been distributed from the
plan to the participants in the plan or their beneficiaries pursuant
to the terms of the plan. Within one year after the effective date
of this subsection, the Corporation shall transmit a draft of such
plan to the Congress and shall report on its progress in estab-
lishing and administering the plan. The report shall include rec-
ommendations of contractual and statutory provisions necessary to
reasonably (A) exempt any Trustee of the plan, the Corporation,
the Association, any member of the Finance Committee, and any
other person from any fiduciary duty, responsibility or liability for
the acquisition of, investment in, or retention of any security or in-
terest therein of the Corporation or for any other transaction con-
templated by this subsection and (B) provide for the United States
to indemnify, defend, and hold harmless such persons against any
and all liabilities, claims, actions, judgments, amounts paid in set-
tlement, and costs and expenses actually incurred in connection
with any matter so exempted in which it is determined that such
persons were acting in good faith and in a manner they believed
to not be opposed to the best interests of the plan.

(6) Within fourteen months of the effective date of this sub-
section, the Association shall report to the Congress on the draft
plan and on any legal obstacle to the ability of the Corporation to

1S0 in law. The phrase “reach on an” probably should read “reach an”.
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effectuate and implement an employee stock ownership plan of the
nature contemplated by this subsection, including specific rec-
ommendations on amendments to this subsection and other rel-
evant laws which would harmonize the requirements of this sub-
section with those other laws. The Department of Transportation
and the Department of the Treasury, as each finds appropriate,
shall provide separate comments to the Association for inclusion
with such report.

(7) For the purposes of this subsection, the officers of each duly
authorized representative of the crafts or classes of the employees
of the Corporation who have been given leaves of absence by the
Corporation to serve as such officers, are to be eligible to partici-
pate in such plan on the same basis as are employees whose em-
ployment is governed by a collective bargaining agreement with the
Corporation.

(8)(A) Except as provided in subparagraph (B) of this para-
graph, no person described in subparagraph (C) of this paragraph
shall have or be subject to any fiduciary responsibility, obligation,
or duty, nor shall any such person be subject to civil liability, under
any Federal or State law, as a fiduciary or otherwise—

(i) in connection with the employee stock ownership plan
and related trust established by the Corporation pursuant to
the requirements of this subsection or with ConRail Equity
Corporation (I) on account of any reorganization or restruc-
turing of the Corporation, its successors or assigns, or their as-
sets or capital structure, or (II) on account of any action taken
or not taken by the Corporation which may affect its ability to
attain the performance levels established in connection with
the plan pursuant to paragraph (2)(A)(ii) of this subsection;

(i1) for or in connection with the establishment, continu-
ation or implementation of the plan and related trust or of
ConRail Equity Corporation or the acquisition of, investment
in or retention of any security of the Corporation or ConRail
Equity Corporation, or of any of their successors and assigns,
by the plan or ConRail Equity Corporation, or the disposition
of any such security to the extent that such disposition is made
in connection with a reorganization or restructuring of the Cor-
poration, its successors and assigns, or their assets or capital
structure, as directed or approved by or on behalf of the Asso-
ciation or the United States, or the acquisition or retention of
any cash, security or other property received in connection
with any such reorganization or restructuring; or

(ii1) for or in connection with any other action taken or not
taken pursuant to any term or condition of the plan or related
trust agreement or of the articles of incorporation or bylaws of
ConRail Equity Corporation.

Any directions described in clauses (i)(I), (ii), or (iii) shall be taken
at the direction, or with the consent, of the Association or of the
Secretary or his designate.

(B) Subparagraph (A) of this paragraph shall not be inter-
preted to relieve any person from any fiduciary or other responsi-
bility, obligation or duty under any Federal or State law to take or
not to take actions with respect to the plan in connection with (i)
receiving contributions, (ii) exercising custodial responsibilities, (iii)
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determining eligibility to participate in the plan, (iv) calculating,
determining and paying benefits, (v) processing and deciding
claims, (vi) preparing and distributing plan information, benefit
statements, returns and reports, (vii) maintaining plan records,
(viii) appointing plan fiduciaries and other persons to advise or as-
sist in plan administration and (ix) other than as provided in sub-
paragraph (A), acquiring, holding or disposing of plan assets.

(C) For purposes of subparagraph (A) of this paragraph, the
term “person” includes each of the following:

(i) the trustee or trustees of the plan, the Corporation and
its subsidiaries, ConRail Equity Corporation, the Association,
and any of their successors and assigns;

(i1) each director, officer, employee and agent of the Cor-
poration of! any of its subsidiaries, of ConRail Equity Corpora-
tion, of the plan, of the Association or of any of their successors
and assigns; and

(iii) each member of the Finance Committee and any of
their employees and agents.

(D) Neither this paragraph nor paragraph (9) of this subsection
shall be construed to grant immunity from any criminal law of the
United States or of any State or the District of Columbia.

(9) The United States shall indemnify, defend, and hold harm-
less the persons described in paragraph (8)(C) of this subsection
from and against any and all liabilities, claims, actions, judgments,
amounts paid in settlement, and costs and expenses (including rea-
sonable fees of accountants, experts, and attorneys) actually in-
curred in connection with the establishment, implementation, or
operation of the plan or ConRail Equity Corporation or with any
transaction which is required by or is appropriate to effectuate
fully the provisions of this subsection, except as may arise in con-
nection with the execution of a responsibility, obligation, or duty
excluded from paragraph (8)(A) by paragraph (8)(B), if it is deter-
mined that such persons were acting in good faith. The indemnity
provided in this paragraph shall be a full faith and credit obliga-
tion of the United States.

(10) All securities of the Corporation, all securities of any sub-
sidiary of the Corporation and of ConRail Equity Corporation, and
all interests in the employee stock ownership plan which are issued
or transferred in connection with the employee stock ownership
plan established by the Corporation pursuant to the requirements
of this subsection shall be deemed for all purposes to have been
issued subject to and authorized and approved pursuant to section
11301(b) of title 49 of the United States Code and any cor-
responding provision of any successor statute.

(g) APPROPRIATION.—(1) There is authorized to be appropriated
to the Association $3,629,000,000 to be used for the purchase of se-
curities of the Corporation in accordance with this section. All
sums received by the Association on account of the holding or dis-
position of any such securities shall be deposited in the general
fund of the Treasury.

(2) To the extent provided in appropriation Acts, any funds ap-
propriated under the authority of paragraph (1) of this subsection

1S0 in law. The word “of” probably should read “or”.
September 30, 2019 As Amended Through P.L. 105-178, Enacted June 9, 1998



G:\COMP\RAIL\REGIONAL RAIL REORGANIZATION ACT OF 1973. XML

Sec. 217 REGIONAL RAIL REORGANIZATION ACT OF 1973 44

prior to the date of enactment of the Rail Safety and Service Im-
provement Act of 1982 may be reappropriated to the Secretary, to
facilitate the transfer of rail commuter services from the Corpora-
tion to other operators, for distribution under the statutory provi-
sions of section 1139(b) of the Northeast Rail Service Act of 1981.

[45 U.S.C. 726]

ADDITIONAL PURCHASES OF SERIES A PREFERRED STOCK

SEC. 217. (a) FEDERAL INVESTMENT.—In addition to the author-
ity provided under section 216 of this Act, the Association shall
purchase shares of Series A preferred stock and accounts receivable
of the Corporation after the effective date of the Northeast Rail
Service Act of 1981, in amounts not to exceed a total of
$137,000,000.

(b) AccoUNTs RECEIVABLE.—(1) In any further purchase under
this section or section 216 of this title the Association shall pur-
chase accounts receivable of the Corporation attributable to the dis-
pute over the right-of-way related costs described in section 1163
of the Northeast Rail Service Act of 1981 until the Commission re-
solves such dispute under such section, and accounts receivable of
the Corporation attributable to delays in reimbursement from com-
muter authorities.

(2) From funds provided under this section or section 216 of
this Act, the Association shall purchase Series A preferred stock of
the Corporation, to the extent of losses on commuter service, in an
amount not to exceed $15,000,000.

(c) STATES AND LOCALITIES.—The Corporation shall be exempt
from liability for any State tax, except for any tax imposed by any
political subdivision of a State, applicable to any taxable period
commencing before January 1, 1987.

(d) Debentures.—The Association shall return debentures to
the Corporation in an amount equal to the value of the properties
conveyed by the Corporation to Amtrak Commuter and any com-
muter authority.

(e) RiGHTS RETAINED.—The Corporation shall retain the right
to collect any accounts receivable attributable to delays in reim-
bursement from commuter authorities that are purchased by the
Association under this section. No agency or instrumentality of the
United States shall be required to collect such accounts.

(f) AUTHORIZATION OF APPROPRIATIONS.—(1) There is author-
ized to be appropriated not to exceed $262,000,000—

(A) of which not to exceed $137,000,000 shall be appro-
priated to the Association for purposes of purchasing securities
and accounts receivable of the Corporation under this section,
such sums to remain available until the Secretary transfers
the Corporation under title IV of this Act;

(B) of which not to exceed $75,000,000 shall be appro-
priated to the Secretary, to facilitate the transfer of rail com-
muter services from the Corporation to other operators, for dis-
tribution under the statutory provisions of section 1139(b) of
the Northeast Rail Service Act of 1981;

(C) of which not to exceed $35,000,000 shall be appro-
priated to the Secretary to be allocated for employee protection
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under section 106 of the Rock Island Railroad Transition and
Employee Assistance Act (45 U.S.C. 1005); and

(D) of which not to exceed $15,000,000 shall be appro-
priated to the Secretary to facilitate the transfer of rail com-
muter services from railroads that entered reorganization after
calendar year 1974 to any commuter authority that was pro-
viding commuter service, operated by a railroad that entered

reorganization after calendar year 1974, as of January 1, 1979.

(2) All sums received on account of the holding or disposition
of any securities or accounts receivable referred to in paragraph
(1)(A) of this subsection shall be deposited in the general fund of
the Treasury.

(3) The amount authorized to be appropriated under paragraph
(1)(B) of this subsection shall be reduced, in an amount equal to
any amounts reappropriated under the authority of section
216(g)(2) of this Act, upon the date of enactment of any Act which
reappropriates such amounts.

[45 U.S.C. 727]

UNITED STATES RAILWAY ASSOCIATION REPORTS

SEC. 218. (a) PROGRESS AND EVALUATION.—(1) The Association
shall prepare and submit to Congress periodic reports on the
progress of the Secretary in carrying out the provisions of titles II,
III, and IV of this Act.

(2) Reports submitted under paragraph (1) of this subsection
shall also include an evaluation of the performance of the Corpora-
tion in order to keep the Congress informed as to matters which
may affect the quality of rail service in the Northeast and which
may affect the security of Federal funds invested in the Corpora-
tion.

(b) TRANSFER AGREEMENTS.—(1) The Association shall prepare
and submit to Congress a final report on the transfer agreements
which the Secretary is required to transmit to Congress under sec-
tion 407 of the Regional Rail Reorganization Act of 1973. Such re-
port shall be submitted on the same date as the Secretary’s trans-
mittal of such agreements to Congress.

(2) The report submitted under paragraph (1) of this subsection
shall include an evaluation of the effect of the transfer agreements
on rail service in the Northeast, railroad employees, the economy
of the Region, other railroads in the Northeast and elsewhere, and
any other matter which the Association considers appropriate.
Such report shall also include recommendations with respect to ap-
proval, disapproval, or modification of the transfer agreements.

[45 U.S.C. 728]

ADVISORY BOARD

SEC. 219. Members of the Board of Directors of the Association
serving on the day before the effective date of the Northeast Rail
Service Act of 1981, shall serve as an Advisory Board to the Asso-
ciation. A member of the Advisory Board who is not otherwise an
employee of the Federal Government shall receive reimbursement
for travel, subsistence, and other necessary expenses incurred in
the performance of such duties. The Chairman of the Association
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shall serve as Chairman of the Advisory Board. Any vacancy on the
Advisory Board shall be filled by the Association with a representa-
tive from the group which had a representative in the vacant posi-
tion.

[45 U.S.C. 729]
TITLE III—CONSOLIDATED RAIL CORPORATION

FORMATION AND STRUCTURE

SeEc. 301. (a) ESTABLISHMENT.—There shall be established
within 300 days after the date of enactment of this Act, in accord-
ance with the provisions of this section, a corporation to be known
as the Consolidated Rail Corporation or such other corporate name
as may be duly adopted by the Corporation.

(b) STATUS.—The Corporation shall be a for-profit corporation
establishment under the laws of a State and shall not be an agency
or instrumentality of the Federal Government. The Corporation
shall be deemed a rail carrier subject to part A of subtitle IV of
title 49, United States Code, shall be subject to the provisions of
this Act and, to the extent not inconsistent with such Acts, shall
be subject to applicable State law. The principal office of the Cor-
poration or of its principal railroad operating subsidiary shall be lo-
cated in Philadelphia in the Commonwealth of Pennsylvania.

(¢) INCORPORATORS.—(1) The members of the executive com-
mittee of the Association shall be the incorporators of the Corpora-
tion and shall take whatever steps are necessary to establish the
Corporation, including the filing of articles of incorporation.

(2) Notwithstanding any provision of State law, after the date
of enactment of this paragraph, the members of the executive com-
mittee of the Association (including duly authorized representatives
of members who are authorized by this Act to be represented) and
the chief executive officer and chief operating officer of the Cor-
poration shall adopt the bylaws of the Corporation and serve as the
Board of Directors of the Corporation until all members of the
Board of Directors of the Corporation have been selected in accord-
ance with subsection (d) of this section. The chief executive officer
shall serve as chairman of such Board until a chairman thereof is
selected pursuant to subsection (d) of this section, after which time
such chairman shall serve at the pleasure of such Board.

(d) BoarD OF DIRECTORS.—(1) Notwithstanding any provision
of State law, the articles of incorporation and bylaws of the Cor-
poration shall provide that the Board of Directors of the Corpora-
tion shall consist of 13 members selected in accordance with the ar-
ticles and bylaws of the Corporation, as follows:

(A) six individuals selected by the holders of the Corpora-
tion’s debentures and series A preferred stock voting as one
class, with every $100 principal amount of debentures, and
every $100 liquidation amount of series A preferred stock each
receiving one vote for directors;

(B) three individuals selected by the holders of the Cor-
poration’s series B preferred stock; and

(C) two individuals selected by the holders of the Corpora-
tion’s common stock.
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(2) The chief executive officer and the chief operating officer of
the Corporation shall also serve on the Board, but the chief execu-
tive officer and chief operating officer of the Corporation shall not
be entitled to vote on the election or removal of either. In the event
a vacancy occurs on the Board of Directors due to death, disability,
or resignation of a director, such vacancy shall be filled only by a
vote of the holders of the class of securities that initially elected
such director.

(e) INITIAL CAPITALIZATION.—(1) The Corporation is authorized
to issue debentures series A preferred stock, series B preferred
stock, common stock, contingent interest notes, and other securi-
ties.

(2) Debentures and series A preferred stock shall be issued ini-
tially to the Association. Series B preferred stock and common
stock shall be issued initially to the estates of railroads in reorga-
nization in the region, to railroads leased, operated, and controlled
by railroads in reorganization in the region, and to other persons
leased, operated or controlled by a railroad in reorganization who
are transferors of rail properties in exchange for rail properties
transferred to the Corporation pursuant to the final system plan.
Notwithstanding any other provisions of State or Federal law, the
series B preferred stock and common stock shall have terms and
conditions not inconsistent with the final system plan. As a condi-
tion of its investment in the Corporation, the Association may re-
quire that the Corporation adopt limitations consistent with the
final system plan on the circumstances under which dividends on
the series B preferred stock and common stock are payable so long
as any of the debentures or series A preferred stock are out-
standing. Notwithstanding anything to the contrary in the final
system plan, the initial authorized number of shares of series B
preferred stock may be 35,000,000, and the Corporation may issue
initially for the purpose of the deposit required under section
303(a)(1) of this Act such numbers of shares of series B preferred
and common stock as the Association shall certify to the Special
Court pursuant to section 209(c)(1)(3)1 of this Act, including any
modifications in such numbers of shares as may be ordered by the
Special Court for the purpose of, and in connection with, such de-
posit and certification.

(f) OFFICERS.—The officers of the Corporation shall include a
chief executive officer and a chief operating officer, who shall be ap-
pointed by the Board of Directors and who shall serve at the pleas-
ure of the Board; and such other officers as shall be provided for
in the bylaws of the Corporation.

(g) VOTING TRUSTEES.—For and during the period between the
deposit of securities of the Corporation with the special court, in ac-
cordance with section 303(a) of this title, and the distribution of
such securities, in accordance with section 303(c) of this title, the
special court shall, within 30 days after the date of conveyance pur-
suant to section 303(b)(1) of this Act, appoint one or more voting
trustees for each class of securities which is so deposited. Such vot-
ing trustees shall, on behalf of the distributees, exercise the rights
of the holders of such securities as their interests may appear.

1S0 in law. The reference to “209(c)(1)(3)” probably should be to “209(c)(3)”.
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Within 30 days after such appointment, such voting trustees shall
select members of the Board of Directors of the Corporation on be-
half of the holders of the class of securities whose rights they exer-
cise pursuant to this subsection.

(h) ANNUAL REPORT.—The Corporation shall transmit to the
Congress and the President, not later than 90 days after the end
of each fiscal year, a comprehensive and detailed report on all ac-
tivities and accomplishments of the Corporation during the pre-
ceding fiscal year.

(1) LiABILITY OF DIRECTORS.—No director of the Corporation
shall be liable, for money damages or otherwise, to any party by
reason of the fact that such person is or was a director, if, with re-
spect to the subject matter of the action, suit, or proceeding, such
person was fulfilling a duty which he in good faith reasonably be-
lieved to be required by law or vested in him in his capacity as a
director of the Association or as an officer of the United States. The
United States shall indemnify such person against all judgments,
amounts paid in settlement, and costs and expenses (including fees
of accountants, experts, and attorneys), actually and reasonably in-
curred in connection with any such action, suit, or proceeding in
which such person is determined to have met such standard of con-
duct. This subsection shall not be construed to grant any immunity
from any criminal law of the United States.

(j) SiGNAL SyYSTEMS.—If, within two years after the effective
date of this subsection, the Corporation applies for the permission
of the Secretary to substitute manual block signal systems for auto-
matic block signal systems on lines on which less than 20,000,000
gross tons of freight are carried annually, the Secretary shall ap-
prove or disapprove such application within 90 days of its submis-
sion.

(k) GOVERNING PROVISIONS AFTER SALE.—The provisions of
this Act shall not apply to the Corporation and to activities and
other actions and responsibilities of the Corporation and its direc-
tors and employees after the sale date, other than with regard to—

(1) section 102;

(2) section 201(d);

(3) section 203, but only with respect to information relat-
ing to proceedings before the special court established under
section 209(b);

(4) section 209, other than subsection (f) thereof;

(5) section 216(f)(8), but only as such authority applies to
activities related to the ESOP and related trust before the sale
date;

(6) section 216(f)(9), but only as such indemnification ap-
plies to activities relating to the ESOP and related trust before
the sale date;

(7) section 216(f)(10) with respect to all securities of the
Corporation issued or transferred in connection with the public
offering under the Conrail Privatization Act and all securities
of ConRail Equity Corporation and all interests in the ESOP;

(8) section 217 (¢) and (e);

(9) subsection (b) of this section, but only with respect to
matters covered by the last sentence of such subsection;
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(10) subsection (i) of this section, but only as such author-
ity applies to service as a director of the Corporation before the
sale of the interest of the United States in the common stock
of the Corporation;

(11) section 302, but only to the extent of (A) the creation
and maintenance of the power and authority of the Corporation
to operate rail service and to rehabilitate, improve, and mod-
ernize rail properties, and (B) the creation and maintenance of
the powers of the Corporation as a railroad in any State in
which it operates as of the sale date;

(12) section 303(b) (1) and (2), but only to the extent of es-
tablishing the legal effect of the conveyance of property ordered
and of the deeds and other instruments executed, acknowl-
edged, delivered, or recorded in connection therewith and the
quality of title acquired in such property;

(13) section 303(b)(3)(B) with respect to the effect of an as-
signment, conveyance, or assumption as set forth in the last
sentence of such subparagraph (B);

(14) section 303(b)(5);

(15) section 303(b)(6), but only with respect to establishing
and maintaining the rights of the Corporation with respect to,
limiting its obligations with respect to, and establishing the
status of, the employee pension and welfare benefit plans
transferred to the Corporation thereunder and with respect to
the exclusivity of the jurisdiction of the special court and the
limitation of jurisdiction of other courts;

(16) Section 303(e);

(17) section 304, but only with respect to the finality of
abandonments completed before the sale date pursuant to the
authority thereof;

(18) section 305, but only as to the effect, and continuing
administration, of supplemental transactions consummated be-
fore the sale date;

(19) section 308, but only (A) as to the finality of abandon-
ments completed before the sale date and (B) as to abandon-
ments of lines where a notice or notices of insufficient revenues
with respect to such lines have been filed before November 1,
1985;

(20) section 601(a)(2), but only with respect to activities be-
fore the sale date;

(21) section 601 (b)(2) and (b)(3), but only with respect to
issuance of and transactions in any security of the Corporation
before the sale date;

(22) section 702(e);

(23) section 703;

(24) section 704;

(25) sections 706(a), 707, and 708(a), but only insofar as
they establish part of the prevailing status quo for the Cor-
poration’s employees’ rates of pay, rules, and working condi-
tions, such provisions to continue to apply unless changed pur-
suant to section 6 of Railway Labor Act (45 U.S.C. 156);

(26) section 709;

(27) section 710(b)(1);

(28) section 711; and
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(29) section 714, but only with regard to disputes or con-
troversies specified in such section that arose before the sale
date.

[45 U.S.C. 7411

POWERS AND DUTIES OF THE CORPORATION

SEC. 302. The Corporation shall have all of the powers and is
subject to all of the duties vested in it under this Act, in addition
to the powers conferred upon it under the laws of the State or
States in which it is incorporated and the powers of a railroad in
any State in which it operates. The Corporation is authorized and
directed to—

(a) acquire rail properties designated in the final system
plan to be transferred or conveyed to it;
(b) operate rail service over such rail properties except as
provided under sections 304(e) and 601(d)(3) of this Act;
(c) rehabilitate, improve, and modernize such rail prop-
erties; and
(d) maintain adequate and efficient rail services.
So long as 50 per centum or more, as determined by the Secretary
of the Treasury, of the outstanding indebtedness of the Corporation
consists of obligations of the Association or other debts owing to or
guaranteed by the United States, the Corporation shall not engage
in activities which are not related to transportation.

[45 U.S.C. 742]

VALUATION AND CONVEYANCE OF RAIL PROPERTIES

SEC. 303. (a) DEPOSIT WITH COURT.—Within 10 days after de-
livery of a certified copy of a final system plan pursuant to section
209(c) of this Act—

(1) the Corporation, in exchange for the rail properties of
the railroads in reorganization in the region and of railroads
leased, operated, or controlled by railroads in reorganization in
the region to be transferred to the Corporation or any sub-
sidiary thereof, shall deposit with the special court all of the
stock and other securities of the Corporation and certificates of
value issued by the Association designated in the final system
plan to be exchanged for such rail properties;

(2) each profitable railroad operating in the region and
each State or responsible person (including a government enti-
ty) purchasing rail properties from a railroad in reorganization
in the region, or from a railroad leased, operated, or controlled
by a railroad in reorganization in the region, as provided in the
final system plan shall deposit with the special court the com-
pensation to be paid for such rail properties.

(b) CONVEYANCE OF RAIL PROPERTIES.—(1) The special court
shall, within 10 days after deposit under subsection (a) of this sec-
tion of the securities of the Corporation, certificates of value issued
by the Association, and compensation from the profitable railroads
operating in the region, States, and responsible persons, order the
trustee or trustees of each railroad in reorganization in the region
to convey forthwith to the Corporation or any subsidiary thereof,
the respective profitable railroads operating in the region, States,
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and responsible persons, all right, title, and interest in the rail
properties of such railroad in reorganization and shall itself order
the conveyance of all right, title, and interest in the rail properties
of any person leased, operated, or controlled by such railroad in re-
organization that are to be conveyed to them under the final sys-
tem plan as certified to such court under section 209(d) of this Act.
In any case where the special court orders the trustee or trustees
of a railroad in reorganization in the region to execute and deliver
deeds or other instruments conveying rail properties to the Cor-
poration or a subsidiary thereof or to a profitable railroad operating
in the region or a State or responsible person, those deeds or other
instruments may be executed, acknowledged, and delivered on be-
half of the trustee or trustees by any person or persons who have
been duly authorized to perform such acts on behalf of the trustee
or trustees by the district court of the United States or any other
court having jurisdiction over the respective railroad in reorganiza-
tion in the region. Notwithstanding any provision of State or local
law, in any case where deeds or other instruments have been exe-
cuted, acknowledged, or delivered by a representative of the trustee
or trustees of a railroad in reorganization in the region in accord-
ance with the previous sentence, such execution, acknowledgment,
and delivery, and the deeds or other instruments to which they
pertain, shall have the same legal effect as they would have had
if the trustee or trustees had themselves executed, acknowledged
and delivered such deeds or other instruments.

(2) All rail properties conveyed to the Corporation or any sub-
sidiary thereof, the respective profitable railroads operating in the
region, States, and responsible persons under this section shall be
conveyed free and clear of any liens or encumbrances, but subject
to such leases and agreements as shall have previously burdened
such properties or bound the owner or operator thereof in pursu-
ance of an arrangement with any State, or local or regional trans-
portation authority under which financial support from such State,
or local or regional transportation authority was being provided at
the time of enactment of this Act for the continuance of rail pas-
senger service or any lien or encumbrance of no greater than 5
years’ duration which is necessary for the contractual performance
by any person of duties related to public health or sanitation. Such
conveyances shall not be restrained or enjoined by any court.

(3)(A)(1) Notwithstanding any other provision of this Act, if an
interest in railroad rolling stock is included in the rail properties
conveyed pursuant to subsection (b)(1) of this section, and if such
conveyance is in accordance with the requirements of clause (ii) of
this subparagraph, the conveyance of such properties shall be
deemed an assignment. Any such assignment shall relieve the as-
signor of liability for any breach which occurs after the date of such
conveyance, except that such assignor shall remain liable for any
breach, event of default, or violation of covenant which occurred
(and any charges or obligations which accrued) prior to the date of
such conveyance, regardless of whether the assignee thereof as-
sumes such liabilities, charges or obligations. If any such liabilities,
charges, or obligations (accrued prior to the date of such convey-
ance) are paid by or on behalf of any person or entity other than
such assignor, such person or entity shall have a claim to direct re-
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imbursement, as a current expense of administration, from such as-
signor, together with interest on the amount so paid.

(i1) A conveyance referred to in clause (i) of this subparagraph
may be effected only if—

(I) the Corporation or a subsidiary thereof, the profitable
railroad operating in the region, or the State or responsible
person to whom such conveyance is made assumes all of the
obligations under any applicable conditional sale agreement,
equipment trust agreement, or lease with respect to such roll-
ing stock (including any obligations which accrued prior to the
date on which such properties are conveyed), and

(IT) such conveyance is made subject to such obligations.

As used in this subparagraph, the term “railroad rolling stock”
means assets which could be carried in Interstate Commerce Com-
mission account numbers 52, 53, 54, and 57.

(B) Subject to the provisions of this paragraph, the provisions
of this Act shall not affect the title and interests of any lessor,
equipment trust trustee, or conditional sale vendor under any con-
ditional sale agreement, equipment trust agreement, or lease under
section 77(j) of the Bankruptcy Act (11 U.S.C. 205()). A profitable
railroad operating in the region, the Corporation or a subsidiary
thereof, or a State or responsible person, to whom such a convey-
ance is made as assignee or as lessee, shall assume all liability
under such conditional sale agreement, equipment trust agreement,
or lease. Such an assignment or conveyance to, and such an as-
sumption of liability by, such a profitable railroad, Corporation,
subsidiary, State, or responsible person shall not be deemed a
breach, an event of default, or a violation of any covenant of any
such conditional sale agreement, equipment trust agreement, or
lease so assigned or conveyed, notwithstanding any provisions of
any such agreement or lease.

(4) Notwithstanding anything to the contrary contained in this
Act, if a railroad in reorganization has leased rail properties from
a lessor that is neither a railroad nor controlled by or affiliated
with a railroad, and such lease has been approved by the lessee
railroad’s reorganization court prior to the date of enactment of
this Act, conveyance of such lease may only be effected if the Cor-
poration, profitable railroad, State, or responsible person to whom
the conveyance is made assumes all future liability under such
lease and all of the terms and conditions specified in the lease, in-
cluding the obligation to pay the specified rent to the non-railroad
lessor.

(5) Notwithstanding any covenant, undertaking, condition, or
provision of any sort in any lease, agreement, or contract, the con-
veyance, transfer, assignment, or other disposition of such lease,
agreement, or contract or of any interest therein to, or the assump-
tion by, the Corporation or any subsidiary thereof, or a profitable
railroad of obligations thereunder, shall not be deemed a breach,
an event of default, or a violation of any covenant of such lease,
agreement, or contract.

(6)(A) Notwithstanding anything to the contrary contained in
this Act or any other other! provision of law, the special court shall

1S0 in law.
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include in its order such further directions as may be necessary to
assure (i) that the operation and administration of the employee
pension benefit plans described in section 505(a) of this Act shall
be continued, without termination or interruption, by the Corpora-
tion until such time as the Corporation elects to amend or termi-
nate any such plan, in whole or in part; and (ii) that appropriate
transfers and assignments with respect to all rights and obligations
relating to such plans shall be made to the Corporation for such
purposes, without prejudice to payment of consideration for what-
ever rights any railroad in reorganization may have in any residual
assets under any such employee pension benefit plan. No court
shall enter any judgment against the Corporation with respect to
any such rights, except that the special court may enter such a
judgment in an order issued by it pursuant to subsection (c) of this
section, after taking into consideration the rights and obligations
transferred pursuant to this paragraph. All liabilities as an em-
ployer shall be imposed solely upon the railroad in reorganization
in the event such plan is terminated, in whole or in part, by the
Corporation within 1 year after the date of such transfer or assign-
ment (except liabilities as an employer under the Employee Retire-
ment Income Security Act of 1974 for benefits accruing during such
period), except that in any case in which the Corporation, on or
after the date of transfer or assignment as provided by this para-
graph, terminates in whole or in part any such plan, the benefits
under which are not guaranteed under title IV of the Employee Re-
tirement Income Security Act of 1974, the Corporation shall guar-
antee the payment when due of the accrued pension benefits pro-
vided for thereunder at the time of termination. The Corporation
shall be entitled to a loan pursuant to section 211(h) of this Act in
an amount required for the adequate funding of accrued pension
benefits under all plans transferred or assigned to the Corporation
in accordance with this paragraph (whether or not terminated by
the Corporation). For purposes of such section 211(h) and notwith-
standing any other provision of Federal or State law, amounts re-
quired for such adequate funding shall be deemed to be expenses
of administration of the respective estates of the railroads in reor-
ganization, due and payable as of the date of transfer or assign-
ment of the plans to the Corporation.

(B) The Corporation shall, through the purchase of insurance
or otherwise, maintain in effect any medical insurance coverage or
so much of any life insurance coverage that does not exceed in
death benefits an amount equal to twice the employee’s annual sal-
ary at the time of retirement or $60,000, whichever is lower, which
coverage was maintained by a railroad in reorganization in the re-
gion immediately prior to April 1, 1976, and which provides insur-
ance benefits to employees who retired, prior to April 1, 1976, from
service with such a railroad. With respect to any such employee
whose medical or life insurance coverage lapsed after April 1, 1976,
due to nonpayment of premiums, the Corporation shall—

(i) through the purchase of insurance or otherwise, provide
medical insurance benefits or life insurance benefits at the
same level as were provided by the employer railroad in reor-
ganization and in effect with respect to such employees imme-
diately prior to April 1, 1976, except that the life insurance
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benefits so provided shall not exceed in death benefits an

amount equal to twice the employee’s annual salary at the

time of retirement or $60,000, whichever is lower; and
(i) assume and pay any claim for such employee (or his
personal representative) for any such insurance benefits, if—

(I) such claim arose during the period beginning April
1, 1976, and ending on the date insurance coverage is pro-
vided pursuant to clause (i) of this subparagraph;

(I) such benefits were not paid by an insurer solely
becalhse of the lapse of the insurance coverage during such
period,

except that such death benefits shall not be paid for any such

employee in excess of an amount equal to twice the employee’s

annual salary at the time of retirement or $60,000, whichever

is lower.
The Corporation shall be entitled to a loan pursuant to section
211(h) of this Act in an amount required for the payment of insur-
ance premiums and benefits described in this subparagraph. For
purposes of section 211(h)(4)(A)(iii), amounts required for the pay-
ment of such premiums and benefits shall be deemed to be valid
administrative claims against the respective estates of the rail-
roads in reorganization, due and payable as of April 1, 1976, or, in
the case of a railroad in reorganization which is not subject to a
bankruptcy proceeding, such amounts shall be deemed to be obliga-
tions of such railroad, due and payable as of such date, and shall
be reimbursable in accordance with the procedures set forth in
paragraphs (4) and (5) of such section 211(h). As used in this sub-
paragraph, the term “railroad in reorganization” includes any rail-
road which is controlled by a railroad in reorganization but is not
itself subject to a bankruptcy proceeding, if such railroad conveyed
substantially all of its rail properties to the Corporation pursuant
to paragraph (1) of this subsection and conducted operations over
such rail properties prior to the date of such conveyance.

(c) FINDINGS AND DISTRIBUTION.—(1) After the rail properties
have been conveyed to the Corporation or any subsidiary thereof,
profitable railroads operating in the region, States, and responsible
persons under subsection (b) of this section, the special court, giv-
ing due consideration to the findings contained in the final system
plan, shall decide—

(A) whether the transfers or conveyances—

(i) of rail properties of each railroad in reorganization,
or of each railroad leased, operated, or controlled by a rail-
road in reorganization, to the Corporation or any sub-
sidiary thereof in exchange for the certificates of value and
the other benefits accruing to such railroad as a result of
such exchange (taking into consideration compensable un-
constitutional erosion, if any, which the special court finds
to have occurred in the estate of each such railroad, during
the bankruptcy proceeding with respect to such railroad),
as provided in the final system plan and this Act, and

(i1) of rail properties of each railroad in reorganization,
or of each railroad leased, operated, or controlled by a rail-
road in reorganization, to a profitable railroad operating in
the region, State, or responsible person in exchange for
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compensation and other benefits accruing to such trans-
feror as a result of such exchange (taking into consider-
ation compensable unconstitutional erosion, if any, which
the special court finds to have occurred in the estate of
each such railroad, during the bankruptcy proceeding with
respect to such railroad) in accordance with the final sys-
tem plan,

are in the public interest and are fair and equitable to the es-

tate of each railroad in reorganization in accordance with the

standard of fairness and equity applicable to the approval of a

plan of reorganization or a step in such a plan under section

77 of the Bankruptcy Act (11 U.S.C. 205), or fair and equitable

to a railroad that is not itself in reorganization but which is

leased, operated or controlled by a railroad in reorganziation;

(B) whether the transfers or conveyances are more fair and
equitable than is required as a constitutional minimum; and

(C) what portion of the proceeds received by a railroad in
reorganization from an entity other than the Corporation or
any subsidiary thereof for the sale, lease, or transfer of prop-
erty subject to an agreement under section 213 or section
215(a) (1) or (2) of this Act reflects value attributable to the
maintenance or improvement provided pursuant to the agree-
ment.

(2) If the special court finds that the terms of one or more ex-
changes for certificates of value and other benefits are not fair and
equitable to an estate of a railroad in reorganization, or to a rail-
road leased, operated, or controlled by a railroad in reorganization
(taking into consideration compensable unconstitutional erosion, if
any, which the special court finds to have occurred in the estate of
each such railroad, during the bankruptcy proceeding with respect
to such railroad), which has transferred rail properties pursuant to
the final system plan, it may—

(A) enter a judgment reallocating the certificates of value
in a fair and equitable manner if they have not been fairly al-
located among the railroads transferring rail properties to the
Corporation or any subsidiary thereof, except that one certifi-
cate of value shall be allocated to each such railroad; and

(B) if the lack of fairness and equity cannot be completely
cured by a reallocation of the certificates of value, order the
Corporation to provide for the transfer to the railroad of certifi-
cates of value issued by the Association as designated in the
final system plan in such nature and amounts as would make
the exchange or exchanges fair and equitable; and

(C) enter a judgment against the Corporation if the judg-
ment would not endanger the viability or solvency of the Cor-
poration.

(3) If the special court finds that the terms of one or more con-
veyances of rail properties to a profitable railroad operating in the
region, State, or responsible person in accordance with the final
system plan are not fair and equitable, it shall enter a judgment
against such profitable railroad, State, or responsible person. If the
special court finds that the terms of one or more conveyances or ex-
changes for certificates of value or other benefits are fairer and
more equitable than is required as a constitutional minimum, then
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it shall order the return of any excess certificates of value, or com-
pensation to the Corporation or a profitable railroad, State, or re-
sponsible person so as not to exceed the constitutional minimum
standard of fairness and equity. The special court shall also find
the amount of the payments, if any, which each profitable railroad
has made on behalf of a transferor railroad in reorganization in ac-
cordance with section 211(h) of this Act, for which payment the
profitable railroad has not been reimbursed, as provided in section
211(h). Notwithstanding any other provision of this paragraph or
of paragraph (4), the special court shall order the return to any
such profitable railroad from compensation deposited by such prof-
itable railroad pursuant to subsection (a)(2) of this section, of any
such amount so found together with interest at the rate provided
in section 211(h). In making any finding under this paragraph, the
special court shall take into consideration compensable unconstitu-
tional erosion, if any, which it finds to have occurred in the estate
of a railroad in reorganization in the region, or of a railroad leased,
operated, or controlled by such a railroad, during the bankruptcy
proceeding with respect to such railroad.

(4) Upon making the findings referred to in this subsection, the
special court shall order distribution of the certificates of value,
and compensation deposited with it under subsection (a) of this sec-
tion to the trustee or trustees of each railroad in reorganization in
the region and to persons leased, operated, or controlled by such
railroads who so transferred or conveyed rail properties who con-
veyed right, title, and interest in rail properties to the Corporation
and the respective profitable railroads, States, and responsible per-
sons under such subsection.

(5) Whenever the special court, pursuant to section 303(b)(1) of
this title, orders the transfer or conveyance of rail properties—

(A) designated under section 206(c)(1) (C) or (D) of this

Act, to the Corporation or any subsidiary thereof, the United

States shall indemnify the Corporation against any costs or li-

abilities imposed on the Corporation as the result of any judg-

ment entered against the Corporation, with respect to such
properties, under paragraph (2) of this subsection; and

(B) to the National Railroad Passenger Corporation, a prof-
itable railroad operating in the region, a State, or any other re-
sponsible person (including a governmental entity), the United

States shall indemnify such Corporation, railroad, State, or

person against any costs or liabilities imposed thereon as the

result of any judgment entered against such Corporation, rail-

road, State, or person under paragraph (3) of this subsection;
plus interest on the amount of such judgment at such rate as is
constitutionally required. The United States may, in its discretion,
represent the Corporation or the National Railroad Passenger Cor-
poration, such profitable railroad, State or responsible person, in
any proceedings before the special court that could result in such
a judgment against the Corporation under paragraph (2) of this
subsection or against the National Railroad Passenger Corporation,
such profitable railroad, State or responsible person, under para-
graph (3) of this subsection. The Corporation, the National Rail-
road Passenger Corporation, any profitable railroad, State, or re-
sponsible person, which is represented by the United States of
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America shall cooperate diligently in whatever manner the United
States shall reasonably request of it in connection with such pro-
ceedings. Neither the Corporation or its subsidiaries, nor the Na-
tional Railroad Passenger Corporation, any profitable railroad,
State or responsible person, shall be obligated to reimburse the
United States for any moneys paid by the United States pursuant
to this section.

(6) Whenever the Corporation exercises an option to acquire, or
acquires, interests in rail marine freight floating equipment pursu-
ant to the recommendations of the final system plan, and the Cor-
poration thereafter makes such floating equipment available to a
profitable railroad operating in the region, a State, or a responsible
person including a government entity) 1, the United States shall in-
demnify—

(A) the Corporation against any costs or liabilities imposed
on the Corporation as the result of any judgment entered
against it, with respect to such equipment, under paragraph
(2) of this subsection; and

(B) such profitable railroad, State, or responsible person
against any costs or liabilities imposed thereon as the result of
any judgment entered against such profitable railroads, State,
or responsible person under paragraph (3) of this subsection,

plus interest on the amount of such judgment at such rate as is
constitutionally required.

(d)* APPEAL.—An order or judgment entered by the United
States District Court for the District of Columbia pursuant to sub-
section (c) of this section or section 306 shall be reviewable in ac-
cordance with sections 1291, 1292, and 1294 of title 28, United
States Code.

(e) TRANSFER AND OTHER TAXES AND RECORDING FEES.—AIl
transfers or conveyances of rail properties (whether real, personal,
or mixed) which are made under this Act (including transfers and
conveyances which are made in accordance with a supplemental
transaction pursuant to the section 305 of this title or which are
made at any time to carry out the purposes of section 601(d) of this
Act) shall be exempt from any taxes, imposts, or levies now or
hereafter imposed, by the United States or by any State or any po-
litical subdivision of a State, on or in connection with such trans-
fers or conveyances or on the recording of deeds, bills of sale, liens,
encumbrances, or other instruments evidencing, effectuating, or in-
cident to any such transfers or conveyances, whether imposed on
the transferor or on the transferee. Such transferors and trans-
ferees shall be entitled to record any such deeds, bills of sale, liens,
encumbrances, or other instruments and, consistent with the des-
ignations and applicable principles in the final system plan, to
record the release or removal of any pre-existing liens or encum-
brances of record with respect to properties so transferred or con-

1So in law. An opening parenthesis probably should appear before the phrase “including a
government entity”.
1Section 605(d) of the Federal Courts Improvement Act of 1996 provided that this subsection
shall not apply to any final order or judgement entered into by the special court established
under section 209(b) of the Regional Rail Reorganization Act of 1973 for which—
(1) a petition for writ of certiorari has been filed before the date on which the special court
is abolished [February 16, 19971; or
(2) the time for filing a petition for writ of certiorari has not expired before that date.
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veyed, upon payment of any appropriate and generally applicable
charges to compensate for the cost of service performed.

[45 U.S.C. 7431

TERMINATION AND CONTINUATION OF RAIL SERVICES

SEC. 304. (a) DISCONTINUANCE.—(1) Except as provided in sub-
sections (¢) and (f) of this section, rail service on rail properties of
a railroad in reorganization in the region, or of a person leased, op-
erated, or controlled by such a railroad, which transfers to the Cor-
poration or to profitable railroads operating in the region all or
substantially all of its rail properties designated for such convey-
ance in the final system plan, and rail service on rail properties of
a profitable railroad operating in the region which transfers sub-
stantially all of its rail properties to the Corporation or to other
railroads pursuant to the final system plan, may be discontinued,
to the extent such discontinuance is not precluded by the terms of
the leases and agreements referred to in section 303(b)(2) of this
title, if—

(A) the final system plan does not designate rail service to
be operated over such rail properties;

(B) not sooner than 30 days following the effective date of
the final system plan, the trustee or trustees of the applicable
railroad in reorganization or a profitable railroad give notice in
writing of intent to discontinue such service on a date certain
which is not less than 60 days after the date of such notice or
on the date of any conveyance ordered by the special court pur-
suant to section 303(b)(1) of this title, whichever is later; and

(C) the notice required by subparagraph (B) of this para-
graph is sent by certified mail to the Commission; to the chief
executive officer, the transportation agencies, and the govern-
ment of each political subdivision of each State in which such
rail properties are located; and to each shipper who has used
such rail service during the previous 12 months.

(2)(A) If rail properties are not, in accordance with the designa-
tions in the final system plan, required to be operated, as a con-
sequence of a recommended arrangement for joint use or operation
of rail properties (under section 206(g) of this Act) or as part of a
coordination project (under sections 206 (c) and (g) of this Act), rail
service on such properties may be discontinued, subsequent to the
date of conveyance of rail properties pursuant to such section
303(b)(1), if the Commission determines that such rail service on
such rail properties is not compensatory and if—

(i) the petitioner and any other railroad involved in such
arrangement or coordination project have, prior to filing an ap-
plication for such discontinuance, entered into a binding agree-
ment (effective on or before the effective date of such dis-
continuance) to carry out such arrangement or project;

(ii) such application is filed with the Commission not later
than 1 year after the effective date of the final system plan;
and

(iii) such discontinuance is not precluded by the terms of
the leases and agreements referred to in such section 303(b)(2).
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(B) For purposes of this paragraph, rail service on rail prop-
erties is compensatory if the revenue attributable to such prop-
erties from such service equals or exceeds the sum of the avoidable
costs of providing such service on such properties plus a reasonable
return on the value of such rail properties, as determined in ac-
cordance with the standards developed pursuant to section
10362(b)(6) of title 49, United States Code.

(C) The Commission shall make its final determination, with
respect to any discontinuance requested under this paragraph, not
later than 120 days after the date of filing of an application there-
for. The applicant shall have the burden of proving that the service
involved is not compensatory. If the Commission fails to make a
final determination within such time, the application shall be
deemed to be granted.

(D) The Commission may issue such rules, regulations, and
procedures as it deems necessary for the conduct of its functions
under this paragraph.

(b) ABANDONMENT.—(1) Except as provided in subsections (c)
and (f) of this section, rail properties over which rail service has
been discontinued under subsection (a) of this section may not be
abandoned sooner than 120 days after the effective date of the dis-
continuance. Thereafter, except as provided in subsection (c) of this
section, such rail properties may be abandoned upon 30 days’ no-
tice in writing to any person (including a government entity) re-
quired to receive notice under subsection (a)(1)(C) of this section.

(2) In any case in which rail properties proposed to be aban-
doned under this section are designated by the final system plan
as rail properties which are suitable for use for other public pur-
poses (including roads or highways, other forms of mass transpor-
tation, conservation, and recreation), such rail properties shall not
be sold, leased, exchanged, or otherwise disposed of during the 240-
day period beginning on the date of notice of proposed abandon-
ment under this section unless such rail properties have first been
offered, upon reasonable terms, for acquisition for public purposes.

(3) Rail service may be discontinued, under subsection (a) of
this section, and rail properties may be abandoned, under this sec-
tion, notwithstanding any provision of part A of subtitle IV of title
49, United States Code, the constitution or law of any State, or the
decision of any court of administrative agency of the United States
or of any State.

(c) CONTINUATION OF RAIL SERVICES.—No rail service may be
discontinued and no rail properties may be abandoned, pursuant to
this section—

(1) in the case of service and properties referred to in sub-
sections (a)(1) and (b)(1) of this section, after 2 years from the
effective date of the final system plan or more than 2 years
after the date on which the final rail service continuation pay-
ment is received, whichever is later; or

(2) if a financially responsible person (including a govern-
ment entity) offers—

(A) to provide a rail service continuation payment
which is designed to cover the difference between the rev-
enue attributable to such rail properties and the avoidable
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costs of providing rail service on such properties, together
with a reasonable return on the value of such properties;
(B) to provide a rail service continuation payment

which is payable pursuant to a lease or agreement with a

State or with a local or regional transportation authority

under which financial support was being provided on Jan-

uary 2, 1974 for the continuation of rail passenger service;
or
(C) to purchase, pursuant to subsection (f) of this sec-
tion, such rail properties in order to operate rail services
thereon.
If a rail service continuation payment is offered, pursuant to para-
graph (2)(A) of this subsection, for both freight and passenger serv-
ice on the same rail properties, the owner of such properties may
not be entitled to more than one payment of a reasonable return
on the value of such properties.

(d) RAL FREIGHT SERVICE.—(1) If a rail service continuation
payment is offered, pursuant to subsection (¢)(2)(A) of this section,
for rail freight service, the person offering such payment shall des-
ignate the operator of such service and enter into an operating
agreement with such operator. The person offering such payment
shall designate as the operator of such service—

(A) the Corporation, if rail properties of the Corporation
connect with the line of railroad involved, unless the Commis-
sion determines that such rail service continuation could be
performed more efficiently and economically by another rail-
road;

(B) any other railroad whose rail properties connect with
such line, if the Corporation’s rail properties do not so connect
or if the Commission makes a determination in accordance
with subparagraph (A) of this paragraph; or

(C) any responsible person (including a government entity)
which is willing to operate rail service over such rail prop-
erties.

A designated railroad may refuse to enter into such an operating
agreement only if the Commission determines, on petition by any
affected party, that the agreement would substantially impair such
railroad’s ability to serve adequately its own patrons or to meet its
outstanding common carrier obligations. The designated operator
shall, pursuant to each such operating agreement (i) be obligated
to operate rail freight service on such rail properties, and (ii) be en-
titled to receive, from the person offering such payment, the dif-
ference between the revenue attributable to such properties and
the avoidable costs of providing service on such rail properties, to-
gether with a reasonable management fee, as determined by the
Office.

(2) The trustees of a railroad in reorganization shall permit
rail service to be continued on any rail properties with respect to
which a rail service continuation payment operating agreement has
been entered into under this subsection. Such trustees shall receive
a reasonable return on the values of such properties, as determined
in accordance with the standards developed pursuant to section
205(d)(6) of this Act.
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(8) If necessary to prevent any disruption or loss of rail service,
at any time after the date of conveyance, pursuant to section
303(b)(1) of this title, the Commission shall take such action as
may be appropriate under its existing authority (including the en-
forcement of common carrier requirements applicable to railroads
in reorganization in the region) to ensure compliance with obliga-
tions imposed under this subsection. The district courts of the
United States shall have jurisdiction, upon petition by the Commis-
sion or any interested person (including a government entity), to
enforce any order of the Commission issued pursuant to the exer-
cise of its authority under this subsection, or to enjoin any des-
ignated entity or the trustees of a railroad in reorganization in the
region from refusing to comply with the provisions of this sub-
section.

(4) No determination of reasonable payment for the use of rail
properties of a railroad in reorganization in the region, and no de-
termination of value of rail properties of such a railroad (including
supporting or related documents or reports of any kind) which is
made in connection with any lease agreement, contract of sale, or
other agreement or understanding which is entered into after the
date of enactment of the Rail Transportation Improvement Act—

(A) pursuant to this section; or
(B) pursuant to section 402 of this Act or section 17 of the

Urban Mass Transportation Act of 1964 (49 U.S.C. 1613),
shall be admitted as evidence, or used for any other purpose, in
any civil action, or any other proceeding for damages or compensa-
tion, arising under this Act.

(e) RAIL PASSENGER SERVICE.—(1) The Corporation (or a profit-
able railroad) shall provide rail passenger service for a period of
180 days immediately following the date of conveyance (pursuant
to section 303(b)(1) of this title), with respect to any rail properties
over which a railroad in reorganization in the region, or a person
leased, operated, or controlled by such a railroad, was providing
rail passenger service immediately prior to such date of convey-
ance. Such service shall be provided on such properties regardless
of whether or not such properties are designated in the final sys-
tem plan as rail properties over which rail service is required to be
operated, except with respect to properties over which such service
is provided by the National Railroad Passenger Corporation.

(2) If a State (or a local or regional transportation authority)
was providing financial assistance to support the operation of rail
passenger service, pursuant to a lease or agreement which was in
effect immediately prior to the date of conveyance (pursuant to
such section 303(b)(1)), the Corporation (or a profitable railroad)
shall be bound by the service provisions of such lease or agreement
for the duration of the 180-day mandatory operation period speci-
fied in paragraph (1) of this subsection. If a State or such an au-
thority was providing financial assistance for the continuation of
rail passenger service on rail properties immediately prior to such
date of conveyance, it shall provide the same level of financial as-
sistance during such 180-day mandatory operation period. If no
such financial assistance was being provided or if no such lease or
agreement was in effect immediately prior to such date of convey-
ance, with respect to any such rail properties, the Corporation (or
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a profitable railroad) shall provide the same level of rail passenger
service, for the duration of such 180-day mandatory operation pe-
rio%, t}f}at was provided prior to such date by the applicable rail-
road. If—

(A) such financial assistance is not provided;

(B) a State (or a local or regional transportation authority)
has not, by the end of such 180-day mandatory operation pe-
riod, offered a rail service continuation payment pursuant to
subsection (c)(2)(A) of this section;

(C) an applicable rail service continuation payment pursu-
ant to such subsection (¢)(2)(A) is not paid when it is due; or

(D) a payment required under a lease or agreement, pursu-
ant to section 303(b)(2) of this title or subsection (c)(2)(B) of
this section, is not paid when it is due,

the Corporation (or, where applicable, the National Railroad Pas-
senger Corporation, a profitable railroad, or the trustee or trustees
of a railroad in reorganization in the region) may (i) discontinue
such rail passenger service, and (ii) with respect to rail properties
not designated for inclusion in the final system plan, abandon such
properties pursuant to subsections (a) and (b) of this section.

(3) Nothing in this subsection shall be construed to affect the
obligation of the Corporation (or a profitable railroad), or of the
trustees of the railroads in reorganization in the region, to provide
rail passenger service pursuant to section 303(b)(2) of this title or
subsection (c)(2)(B) of this section.

(4) If a State (or a local or regional transportation authority)—

(A) offers a rail service continuation payment, pursuant to
subsection (c)(2)(A) of the section?!, for the operation of rail
passenger service after the 180-day mandatory operation pe-
riod, and

(B) provides compensation, pursuant to paragraph (2) of
this subsection, for operations conducted during the 180-day
mandatory operation period; or

(C) offers a rail service continuation payment, pursuant to
subsection (c)(2)(A) of this section, for the operation of rail pas-
senger service provided under an agreement or lease pursuant
to section 303(b)(2) of this title or subsection (c)(2)(B) of this
section where such offer is made for the continuation of the
service beyond the period required by such agreement or lease,
except that such services shall not be eligible for assistance
under section 17(a)(2) of the Urban Mass Transportation Act of
1964 (49 U.S.C. 1613(a)(2)),

the Corporation (or a profitable railroad) shall continue to provide
such service after the end of such period, except as otherwise pro-
vided in this subsection.

(5)(A) The Secretary shall reimburse the Corporation (or a
profitable railroad) for any loss which is incurred by it during the
180-day mandatory operation period specified in paragraph (1) of
this subsection which is not compensated for by a State (or a local
or regional transportation authority). The amount of such reim-
bursement shall be determined pursuant to section 17(a)(1) of the
Urban Mass Transportation Act of 1964.

1S0 in law. The phrase “of the section” probably should read “of this section”.
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(B) The Secretary shall reimburse States, local public bodies,
and agencies thereof for additional costs incurred by such States,
bodies, and agencies for rail service continuation payments for rail
passenger service pursuant to section 17(a)(2) of the Urban Mass
Transportation Act of 1964.

(C) For purposes of the obligation of the Secretary to reimburse
the Corporation (or a profitable railroad) or States, local public bod-
ies, and agencies thereof under subparagraphs (A) and (B) of this
paragraph, the level of rail passenger service shall be determined
on the basis of train miles, car miles, or some other appropriate in-
dicia of scheduled train movements. Programs to correct deferred
maintenance on rolling stock, right-of-way, and other facilities
which are designed to maintain service, meet on-time performance,
and maintain a reasonable degree of passenger comfort (and costs
incurred incident thereto) shall be included within the meaning of
the term “loss” as used in subparagraph (A) of this paragraph and
within the meaning of the term “additional costs” as used in sub-
paragraph (B) of this paragraph and section 17(A)(2) of the Urban
Mass Transportation Act of 1964 (49 U.S.C. 1613(a)(2)).

(D) If a dispute arises with respect to the application of any
such regulations, the parties to such dispute may submit such dis-
pute to arbitration by a third party. If the parties are unable to
agree upon the selection of an arbitrator, the Chairman of the
Commission shall serve in that capacity (except as to matters re-
quired to be decided by the Commission, pursuant to section 402(a)
of the Rail Passenger Service Act (45 U.S.C. 562(a))).

(6) Notwithstanding any other provision of this subsection, the
Corporation is not obligated to provide rail passenger service on
rail properties if a State (or a local or regional transportation au-
thority) contracts for such service to be provided on such properties
by an operator other than the Corporation, except that the Cor-
poration shall, where appropriate, provide such operator with ac-
cess to such properties for such purpose.

(7)(A) If a State (or a local or regional transportation authority)
in the region offers to provide payment for the provision of addi-
tional rail passenger service, the Corporation shall undertake to
provide such service pursuant to this subsection (including the dis-
continuance provisions of paragraph (2) of this subsection). An offer
to provide payment for the provision of additional rail passenger
service shall be made in accordance with subsection (c)(2)(A) of this
section, and shall be designed to avoid any additional costs to the
Corporation arising from the construction or modification of capital
facilities or from any additional operating delays or costs arising
from the absence of such construction or modification. The State (or
local or regional transportation authority) shall demonstrate that it
has acquired, leased, or otherwise obtained access to all rail prop-
erties, other than those designated for conveyance to the National
Railroad Passenger Corporation pursuant to sections 206(c)(1)(C)
and 206(c)(1)(D) of this Act and to the Corporation pursuant to sec-
tion 303(b)(1) of this title, necessary to provide the additional rail
passenger service and that it has completed, or will complete prior
to the inception of the additional rail service, all capital improve-
ments necessary to avoid significant costs which cannot be avoided
by improved scheduling or other means on other existing rail serv-
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ices (including rail freight service) and to assure that the additional
service will not detract from the level and quality of existing rail
passenger and freight service.

(B) As used in this paragraph, the term “additional rail pas-
senger service” means rail passenger service (other than rail pas-
senger service provided pursuant to the provisions of paragraphs
(2) and (4) of this subsection), including extended or expanded serv-
ice and modified routings, which is to be provided over rail prop-
erties conveyed to the Corporation pursuant to section 303(b)(1) of
this title, or over (i) rail properties contiguous thereto conveyed to
the National Railroad Passenger Corporation pursuant to this Act,
or (ii) any other rail properties contiguous thereto to which a State
(or local or regional transportation authority) has obtained access.

(C) Notwithstanding any other provision of this paragraph, the
Corporation shall not be required to operate additional rail pas-
senger service over rail properties leased or acquired from or owned
or leased by a profitable railroad in the region.

(8) The Secretary shall, in consultation with the Association,
conduct a study to determine the best means of compensating the
Corporation for liabilities which it may incur for damages to per-
sons or property, resulting from the operation of rail passenger
service required to be operated pursuant to this subsection or sec-
tion 303(b)(2) of this title, which are not underwritten by private
insurance carriers or are not indemnified by a State (or local or re-
gional transportation authority). Such study shall identify the na-
ture of the risks to the Corporation, the probable degree of
uninsurability of such risks, and the desirability and feasibility of
various indemnification programs, including subsidy offers made
pursuant to this section, self-insurance through a passenger tax or
other mechanism, or government indemnification for such liabil-
ities. Within one year after the date of enactment of this para-
graph, the Secretary shall prepare a report with appropriate rec-
ommendations and shall submit such report to the Congress. Such
report shall specify the most appropriate means of indemnifying
the Corporation for such liabilities in a manner which shall prevent
the cross-subsidization of passenger services with revenues from
freight services operated by the Corporation.

(f) PURCHASE.—If an offer to purchase is made under sub-
section (c)(2)(C) of this section, such offer shall be accompanied by
an offer of a rail service continuation payment. Such payment shall
continue until the purchase transaction is completed, unless a rail-
road assumes operations over such rail properties of its own ac-
count pursuant to an order or authorization of the Commission.
Whenever a railroad in reorganization in the region or a profitable
railroad gives notice of intent to discontinue service pursuant to
subsection (a) of this section, such railroad shall, upon the request
of anyone apparently qualified to make an offer to purchase or to
provide a rail service continuation payment, promptly make avail-
able its most recent reports on the physical condition of such prop-
erty, together with such traffic and revenue data as would be re-
quired under subpart B of part 1121 of chapter X of title 49 of the
Code of Federal Regulations and such other data as are necessary
to ascertain the avoidable costs of providing service over such rail
properties.
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(g) ABANDONMENT BY CORPORATION.—After the rail system to
be operated by the Corporation or a subsidiary thereof under the
final system plan has been in operation for 2 years, the Commis-
sion may authorize the Corporation or a subsidiary thereof to aban-
don any rail properties as to which it determines that rail service
over such properties is not required by the public convenience and
necessity, if the Corporation or a subsidiary thereof can dem-
onstrate that no State (or local or regional transportation author-
ity), is willing to offer a rail service continuation payment pursuant
to subsection (c¢) of this section. The Commission may, at any time
after the effective date of the final system plan, authorize addi-
tional rail service in the region or authorize the abandonment of
rail properties which are not being operated by the Corporation or
any subsidiary or affiliate thereof or by any other person. Deter-
minations by the Commission under this subsection shall be made
pursuant to applicable provisions of part A of subtitle IV of title 49,
United States Code.

(h) INTERIM ABANDONMENT.—After the date of enactment of
this section and prior to the date of conveyance (pursuant to sec-
tion 303(b)(1) of this title), no railroad in reorganization in the re-
gion may discontinue service or abandon any line of railroad other
than in accordance with the provisions of this Act, unless (1) it is
authorized to do so by the Association, and (2) no affected State (or
local or regional transportation authority) reasonably opposes such
action, notwithstanding any provision of any other Federal law, the
constitution or law of any State, or the decision or order of, or the
pendency of any proceeding before any Federal or State court,
agency, or authority.

(i) D1spoSITION OF DESIGNATED RAIL PROPERTIES.—No railroad
in reorganization in the region and no person leased, operated or
controlled by such a railroad shall sell, transfer, encumber, or oth-
erwise dispose of rail property, or any right or interest therein, des-
ignated for transfer to the Corporation or conveyance to a profit-
able railroad in the final system plan, except pursuant to section
303(b) of this title. The provisions of this subsection shall not apply
to any such sale, transfer, encumbrance, or other disposition—

(1) as to which the Association generally or specifically
consents in writing;

(2) which, prior to enactment of the Railroad Revitalization
and Regulatory Reform Act of 1976, had been specifically ap-
proved by a United States district court having jurisdiction
over the reorganization of a railroad in reorganization under
section 77 of the Bankruptcy Act (11 U.S.C. 205); or

(3) following certification to the special court, pursuant to
section 209(c) of the Regional Rail Reorganization Act of 1973,
of any such rail properties not previously so certified.

[45 U.S.C. 7441

CONTINUING REORGANIZATION; SUPPLEMENTAL TRANSACTIONS

SEC. 305. (a) PROPOSALS.—If the Secretary or the Association
determines that, as part of continuing reorganization, further re-
structuring of rail properties in the region through transactions
supplemental to the final system plan would promote the establish-
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ment and retention of a financially self-sustaining rail system in
the region adequate to meet the needs of the region, the Secretary
or the Association, as the case may be, may develop proposals for
such supplemental transactions as are necessary or appropriate to
implement the needed restructuring. Transfers of rail properties in-
cluded in proposals developed by the Association shall be limited
to (1) rail properties which would have qualified for designation
under section 206(c)(1)(A) of this Act but which were not trans-
ferred or conveyed under the final system plan, and which the As-
sociation finds to be essential to the efficient operations of the Cor-
poration, and (2) transfers, consistent with the final system plan,
of rail properties from the Corporation to a subsidiary thereof.
Each proposal (other than a proposal developed by the Association)
shall be submitted in writing to the Association and shall state and
describe any transactions proposed, the rail properties involved, the
parties to such transactions, the financial and other terms of such
transactions, the purposes of the Act or the goals of the final sys-
tem plan intended to be effectuated by such transactions, and such
other information incidental thereto as the Association may pre-
scribe. Within 10 days after receipt of a proposal developed by the
Secretary, and upon the development of a proposal developed by
the Association, the Association shall publish a summary of such
proposal in the Federal Register, and shall afford interested per-
sons (including the Corporation when property is to be transferred
to or from the Corporation) an opportunity to comment thereon.

(b) EVALUATION BY ASSOCIATION.—The Association shall ana-
lyze each proposal containing one or more supplemental trans-
actions, taking into account the comments of interested persons
and statements and exhibits submitted at any public hearings
which may have been held. The Association shall, within 120 days
after the publication of a summary thereof under subsection (a) of
this section, publish in the Federal Register a report evaluating
such proposal. Such evaluation shall state whether the supple-
mental transactions contained in such proposal, considered in their
entirety, are (1) in the public interest and consistent with the pur-
posel of this Act and the goals of the final system plan, and (2)
fair and equitable. If the Corporation opposes, or seeks modification
of, any such proposed transfer, its written comments shall be given
due consideration by the Association and shall be published as part
of the evaluation. Within 30 days after the Association publishes
its report, each proposed transferor or transferee shall notify the
Association in writing as to whether any proposed supplemental
transaction requiring the transfer of any property from or to such
transferor or transferee is acceptable to such proposed transferor or
transferee. If any such proposed transferor (other than the Cor-
poration) or transferee fails to notify the Association that any pro-
posed supplement 2 transaction requiring the transfer of any prop-
erty from such transferor or to such transferee is acceptable to it,
no further administrative or judicial proceedings shall be conducted
with respect to such proposed supplemental transaction.

1So0 in law. Probably should read “purposes”.
2So0 in law. Probably should read “supplemental”.
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(c) REVIEW BY THE COMMISSION.—Within 90 days after the
publication in the Federal Register of each report referred to in
subsection (b) of this section, the Commission shall determine
whether the supplemental transactions referred to in the report,
considered in their entirety, would be in the public interest and
consistent with the purposes of this Act and the goals of the final
system plan. In making such determination, the Commission shall
give due consideration to the views received by it, within 30 days
after the publication of the applicable report, from the Corporation
and the Secretary. The Commission may condition its approval of
such supplemental transactions on such reasonable terms and con-
ditions as it may deem necessary in the public interest. The ap-
proval by the Commission of such supplemental transactions shall
not be a prerequisite to the consummation of such transactions, but
any determination of the Commission modifying, approving, or dis-
approving any proposed supplemental transactions shall be given
due weight and consideration by the special court in the pro-
ceedings prescribed in subsection (d) of this section. If the Commis-
sion fails to act within the time period provided in this subsection,
the supplemental transactions involved shall be deemed to have
been approved by the Commission. The Commission may prescribe
such regulations as may be necessary for the administration of this
section.

(d) SpEcIAL COURT PROCEEDINGS.—(1) If the Association has
made the determination pursuant to subsection (b) of this section
that a proposal for supplemental transactions is in the public inter-
est and consistent with the purposes of this Act and the goals of
the final system plan, and is fair and equitable, the Association
shall, within 40 days after the date of the Commission’s determina-
tion under subsection (c) of this section, or after the expiration of
the 90-day period referred to in such subsection (c), whichever is
applicable, petition the special court for an order of such court find-
ing that such proposal for supplemental transactions is in the pub-
lic interest and consistent with the purposes of this Act and the
goals of the final system plan, and is fair and equitable, and direct-
ing the Corporation to carry out the supplemental transactions
specified in such proposal. If the Association has determined, pur-
suant to subsection (b) of this section that a proposal made by the
Secretary is not in the public interest or is not consistent with the
purposes of this Act and the goals of the final system plan or is
not fair and equitable, the Secretary may, if he determines that
such proposal is in the public interest and consistent with the pur-
poses of this Act and the goals of the final system plan and is fair
and equitable, petition the special court for an order of such court
finding that such proposal for supplemental transactions is in the
public interest and consistent with the purposes of this Act and the
goals of the final system plan and is fair and equitable, and direct-
ing the Corporation to carry out any supplemental transactions
specified in such proposal. Such a petition shall be submitted to the
special court within 90 days after the date of the Commission’s de-
termination under such subsection (c), or after the expiration of the
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90-day period referred to in such section (c)1, whichever is applica-
ble.

(2) After the filing of a petition under paragraph (1) of this
subsection, the special court shall decide, after a hearing, whether
the proposed supplemental transactions contained in such petition,
considered in their entirety, are in the public interest and con-
sistent with the purposes of this Act and the goals of the final sys-
tem plan and are fair and equitable. If the special court determines
that such proposed supplemental transactions, considered in their
entirety, are in the public interest and consistent with the purposes
of this Act and the goals of the final system plan and are fair and
equitable, it shall, upon making such determination, issue such or-
ders as may be necessary to direct the Corporation to consummate
the transactions. If the special court determines that such proposed
supplemental transactions, considered in their entirety, are not in
the public interest or not consistent with the purposes of this Act
and the goals of the final system plan, or are not fair and equi-
table, it shall file an opinion stating its conclusion and the reasons
therefor. In such event the Association (in the case of a proposal
developed by the Association) or the Secretary (in the case of a pro-
posal developed by the Secretary) may, within 120 days after the
filing of such opinion, certify to the special court that the terms
and conditions of the proposal have been modified consistent with
the opinion of the court and are acceptable to each proposed trans-
feror (other than the Corporation) or transferee, and may petition
the special court for reconsideration of the proposal as so modified.
After the filing of such petition, the special court shall decide, after
a hearing, whether the proposal as modified by the certification is
in the public interest and consistent with the purposes of this Act
and the goals of the final system plan and is fair and equitable,
and shall enter such further orders as are consistent with its deter-
mination.

(8) The Corporation is authorized to petition the special court
and to be represented regarding any proposed supplemental trans-
action, contained in a proposal developed by either the Association
or the Secretary, which involves the properties of the Corporation.

(4) In proceedings under this subsection, the special court is
authorized to exercise the powers of a reorganization court 1.

(5) Any evaluation by the Association, the Secretary, or the
Commission shall not be reviewable in any court except the special
court in accordance with the provisions of this section. The supple-
mental transactions shall not be restrained or enjoined by any
court nor shall they be otherwise reviewable by any court other
than by the special court to the extent provided in this section.

(6) Notwithstanding any other provision of this Act, no find-
ings, determinations, or proceedings shall be required with respect
to any proposal for supplemental transactions other than as ex-
pressly set forth in this section.

1So in law. Probably should read “subsection (c)”.

1Section 605(c)(2) of the Federal Courts Improvement Act of 1996 (P.L. 104-317; 110 Stat.
3859) amended this paragraph by striking “a judge of the United States district court with re-
spect to such proceedings and such powers shall include those of”. The word “the” probably
should have been “a”. The amendment was executed to reflect the probable intent of Congress.
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(7) A final order or judgment of the special court entering or
denying an order pursuant to this subsection shall be reviewable
in the same manner as provided in section 209(e)(3) of this Act.

(e) DEFINITION.—As used in this section, the term “fair and eq-
uitable” means fair and equitable, in accordance with the stand-
ards applicable to the approval of a plan of reorganization (or a
step in such plan) under section 77 of the Bankruptcy Act (11
U.S.C. 205) to—

(1) the estates of railroads in reorganization in the region
and persons leased, operated, or controlled by such railroads
who have conveyed rail properties, under section 303(b)(1) of
this title, in exchange for securities of the Corporation, the As-
sociation, or profitable railroads and other benefits provided as
a consequence of this Act and to any subsequent holders of
such securities at the time of the supplemental transaction in-
volved; and

(2) the holders of other securities of the Corporation.

Whenever any property or securities of the Corporation are re-
quired to be valued in order to determine whether the terms of a
supplemental transaction are fair and equitable, the special court
shall give proper recognition to the contributions to the Corporation
by all classes of security holders, except that such court shall not
assign to the series B preferred stock or the common stock of the
Corporation any values added to those securities, by reason of in-
vestment by the Association in debentures and series A preferred
stock of the Corporation, in excess of any value required by con-
stitutional principles applicable to a reorganization process.

(f) EXPEDITED PROPOSALS.—(1) Within 240 days after the effec-
tive date of the Staggers Rail Act of 1980, the Secretary, after pro-
viding an opportunity for comments from interested parties, shall
determine whether to initiate a proposal for a supplemental trans-
action under this section for the transfer of all rail properties of the
Corporation in the States of Connecticut and Rhode Island to an-
other railroad in the region. If the Secretary determines that—

(A) the proposed transferee railroad is financially and
operationally capable of assuming the freight operations and
freight service obligations of the Corporation on a financially
self-sustaining basis;

(B) the proposed transfer would promote the establishment
and retention of a financially self-sustaining rail system in the
States of Connecticut and Rhode Island adequate to meet the
needs of such States; and

(C) the proposed transfer is consistent with the goals set
forth in section 206(a)(8) of this Act,

the Secretary shall develop such a proposal and may, after pro-
viding the Association, the Commission, and the States of Con-
necticut and Rhode Island an opportunity to review and comment
on such proposal, petition the special court for an order to carry out
such proposal.

(2)(A) Within 10 days after the effective date of the Northeast
Rail Service Act of 1981, the Secretary shall initiate discussions
and negotiations for the transfer of some or all of the Corporation’s
rail properties and freight service obligations in the States of Con-
necticut and Rhode Island to one or more parties under a plan
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which provides for continued rail freight service on all lines oper-
ated by the Corporation on the effective date of the Northeast Rail
Service Act of 1981 for at least four years.

(B) Within 120 days after the effective date of the Northeast
Rail Service Act of 1981, the Secretary shall petition the special
court for an order to transfer all of the Corporation’s rail properties
and freight service obligations in the States of Connecticut and
Rhode Island to one or more railroads in the Region—

(i) which have under subparagraph (A) of this paragraph
completed negotiations and submitted to the Secretary a pro-
posal to assume all of the freight operations and freight service
obligations of the Corporation in such States on a financially
self-sustaining basis for a period of at least four years; or

(i1) which have developed a proposal to assume all of the
freight operations and freight service obligations of the Cor-
poration in such States under an agreement by and between
the Corporation and such railroad or railroads; or

(iii) which have, prior to May 1, 1981, submitted a pro-
posal to the Secretary for such a transfer.

For the purpose of this section, an order to transfer may include
the Corporation if the Corporation agrees to maintain service over
lines retained by the Corporation for four years.

(C) To permit efficient and effective rail operations consistent
with the public interest, as a part of any transfer under paragraph
(2)(B) of this subsection, the Secretary shall promote the transfer
of additional non-mainline Corporation properties in adjoining
States that connect with properties that are the subject of such
transfer.

(D) The special court shall determine a fair and equitable price
for the rail properties to be transferred under this subsection, and
shall, unless the parties otherwise agree, establish divisions of joint
rates for through routes over such properties which are fair and eq-
uitable to the parties. The special court shall establish a method
to ensure that such divisions are promptly paid.

(E) Notwithstanding any other provision of law or agreement
in effect on May 1, 1981, the special court shall require that the
railroad or railroads to which properties are to be transferred
under this subsection assume all charges payable to the Corpora-
tion by Amtrak for the carriage of property by rail over those por-
tions of the Northeast Corridor in Connecticut and Rhode Island.
If the Corporation operates any rail freight service over those por-
tions of the Northeast Corridor in Connecticut and Rhode Island
after the date of such transfer, the Corporation shall pay Amtrak
any compensation that may be separately agreed upon by the Cor-
poration and Amtrak, and the railroad or railroads to which prop-
erties are transferred under this subsection shall not be obligated
to pay any compensation owed by the Corporation to Amtrak for
such post-transfer operations by the Corporation.

(3) If the special court determines that a proposal developed
under this subsection is fair and equitable, meets the requirements
of this subsection, and is in the public interest, it shall issue such
orders as may be necessary to carry out such proposal. The provi-
sions of paragraphs (2)—(6) of subsection (d) of this section shall
apply to the determination of the special court under this sub-
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section, except that the standards for such determination shall be
those set forth in this paragraph.

(4)(A) Any employee who was protected by the compensatory
provisions of title V of this Act immediately prior to the effective
date of the Northeast Rail Service Act of 1981, and who is deprived
of employment as a result of the transfer of rail properties under
this subsection shall be eligible for benefits under section 701 of
this Act.

(B) As used in this paragraph, “employee deprived of employ-
ment” means any employee who is unable to secure employment
through the normal exercise of seniority rights, but does not in-
clude any employee who refuses an offer of employment with a rail-
road acquiring properties under this subsection.

(g)(1) Within 20 days after the effective date of the Northeast
Rail Service Act of 1981, the Secretary shall initiate discussions
and negotiations for the expedited transfer of all properties and
freight service obligations of the Corporation with respect to the
following lines: Canaan, Connecticut, to Pittsfield, Massachusetts;
North Adams Junction, Massachusetts, to North Adams, Massa-
chusetts; Hazardville, Connecticut, to Springfield, Massachusetts;
Westfield, Massachusetts, to Easthampton, Massachusetts; West-
field, Massachusetts, to Holyoke, Massachusetts.

(2) Within 120 days after the effective date of the Northeast
Rail Service Act of 1981, the Secretary shall transfer, provided a
qualified purchaser offers to purchase, the Corporation’s properties
and freight service obligations described in paragraph (1) of this
subsection to another railroad or railroads in the Region which are
determined by the Secretary to be qualified. A qualified purchaser
is defined as a railroad financially self-sustaining which guarantees
continuous service for at least four years.

(3) The Secretary shall determine a fair and equitable price for
the rail properties to be transferred under this subsection, and
shall, unless the parties otherwise agree, establish divisions of joint
rates for through routes over such properties which are fair and eq-
uitable to the parties.

(4) The Secretary shall determine fair and equitable terms for
the provision of such trackage rights, on segments of the Corpora-
tion’s lines not to exceed 5 miles per line transferred, to acquiring
carriers as may be necessary to operate such transferred lines in
an efficient manner.

[45 U.S.C. 745]

CERTIFICATES OF VALUE

SEC. 306. (a) GENERAL.—On the date when the Corporation is
required to deposit securities with the special court pursuant to
section 303(a)(1) of this title, the Association shall deposit with the
special court the certificates of value of the Association required by
this section. The Secretary shall guarantee the payment of all cer-
tificates of value delivered in accordance with this title. All guaran-
tees entered by the Secretary under this section shall constitute
general obligations of the United States of America for the pay-
ment or redemption of which its full faith and credit are pledged.
Such guarantees shall be valid and incontestable except as to mu-
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tual mistake of fact or as to fraud or material misrepresentation
by the holder of such certificates or the transferor of rail properties
to which certificates of value of any series so guaranteed are
issued.

(b) NUMBER AND DISTRIBUTION.—A separate series of certifi-
cates of value shall be issued to each railroad in reorganization in
the region and each person leased, operated, or controlled by such
a railroad that transfers rail properties to the Corporation or a sub-
sidiary thereof. The number of certificates of value of each series
to be deposited pursuant to subsection (a) shall be equal to the
number of shares of series B preferred stock of the Corporation
which are required to be deposited by the Corporation with the spe-
cial court, pursuant to section 303(a)(1) of this title in exchange for
the rail properties transferred to the Corporation or a subsidiary
thereof by such transferor. Certificates of value of the appropriate
series shall be distributed by the special court, pursuant to section
303(c)(4) of this title, at the same time to the same transferors, and
in the same numbers of units as shares of such series B preferred
stock are distributed to such transferor.

(c) REDEMPTION.—(1) Certificates of value, of any series, shall
be redeemed by the Association on December 31, 1987, or on such
earlier date as the Board of Directors of the Association and the Fi-
nance Committee jointly may determine and specify.

(2) Each certificate of value of each series shall be redeemable
for an amount, payable in cash, equal to its base value on the re-
demption date, minus—

(A) the sum of the fair market value of the series B pre-
ferred stock applicable to such certificate, the fair market
value of the common stock applicable to such certificate, and
all cash dividends theretofore paid on any such series B pre-
ferred stock and on any such common stock; and

(B) any sums paid to a transferor of rail properties to
whom such series of certificates of value was issued resulting
from sales or leases by the Corporation of properties trans-
ferred to it by such transferor divided by the number of certifi-
cates of value distributed to such transferor.

(3) The number of shares of series B preferred stock and com-
mon stock applicable to each certificate of value of any series, pur-
suant to paragraph (2) of this subsection, shall be—

(A) one share of series B preferred stock (adjusted to re-
flect any stock splits, stock combinations, reclassifications or
similar transactions affecting the number of shares of out-
standing series B preferred stock following the date of distribu-
tion pursuant to section 303(c)(4) of this title); and

(B) the number of shares of common stock determined by
dividing the total number of shares of common stock distrib-
uted pursuant to section 303(c)(4) of this Act to the transferor
receiving such series of certificates of value (adjusted to reflect
any stock splits, stock combinations, reclassifications, or simi-
lar transactions affecting the number of shares of outstanding
common stock following the date of distribution pursuant to
section 303(c)(4) of this title) by the total number of certificates
of value in the series so distributed to such transferor.
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(4) The base value of each certificate of value of any series
shall be the value obtained by (A) taking the net liquidation value,
as determined by the special court, to which the transferor to
whom such series of certificates of value is issued is entitled by vir-
tue of transfers of rail properties, under section 303(b)(1) of this
title to the Corporation or a subsidiary thereof; (B) subtracting the
value of other benefits provided under this Act, as determined by
the special court; (C) adding such amount, if any, as the special
court may determine shall be required after taking into consider-
ation compensable unconstitutional erosion, if any, in the estate of
a railroad in reorganization, of a railroad leased, operated, or con-
trolled by such a railroad, which the special court finds to have oc-
curred during any bankruptcy proceeding with respect to such rail-
road; (D) adding interest from the transfer date to the redemption
date to be compounded annually at a rate of 8 percent per annum;
and (E) dividing the resulting value by the number of certificates
of value of such series distributed to such transferor. In deter-
mining such base value, the special court shall give due weight and
consideration to the finding of the Association as to the net liquida-
tion value to which each transferor is entitled by virtue of convey-
ances of rail properties under sectio 303(b)(1) of this title. For pur-
poses of this paragraph, the term “rail properties” includes all
rights with respect to employee benefit plans transferred and as-
signed to the Corporation pursuant to section 303(b)(6) of this title.
Net liquidation value with respect to such rights shall be deter-
mined after taking into account all obligations finally transferred
or assigned to the Corporation pursuant to such section.

(5) The fair market value of series B preferred stock and of
common stock of the Corporation shall be determined in accordance
with regulations prescribed by the Association, on the basis of the
average price of each such security in the primary established mar-
ket in which such securities are traded over a period of 120 con-
secutive trading days ending not less than 20 nor more than 40
trading days preceding the redemption date, or, in the case of a se-
curity for which there is not an established trading market, on the
basis of the fair market value thereof as determined by the major-
ity vote of three experts in the valuation of securities, one to be se-
lected by the Association, one to be selected by the directors of the
Corporation elected by the holders of the security to be valued, and
one to be selected by the two first selected.

(d) AUTHORIZATION FOR APPROPRIATIONS.—There are author-
ized to be appropriated to the Secretary such sums as are nec-
essary to discharge the obligations of the United States arising
under this section.

[45 U.S.C. 7461

PROTECTION OF FEDERAL FUNDS

SeEc. 307. (a) AuDIT.—(1) The Comptroller General of the
United States is authorized to audit the programs, activities, and
financial operations of the Corporation for any period during which
(A) Federal funds provided pursuant to this Act are being used to
finance any portion of its operations, or (B) Federal funds have
been invested therein pursuant to this Act. Any such audit may be
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conducted under such rules and regulations as the Comptroller
General may prescribe. The Comptroller General shall report to the
Congress at such times and to such extent as he considers nec-
essary to keep the Congress informed on the security of such Fed-
eral funds and guarantees and, to the extent appropriate, make
recommendations for achieving greater economy, efficiency, and ef-
fectiveness in such programs, activities, and operations.

(2) For the purpose of any audit conducted pursuant to sub-
section (a) of this section, the Comptroller General, or a designated
representative of the Comptroller General, shall have access to and
the right to examine all books, accounts, records, reports, files, and
other papers, items, or property belonging to or in use by the Cor-
poration.

(b) REPORT.—The Association shall prepare and submit an an-
nual report to Congress on the performance of the Corporation in
order to keep the Congress informed as to matters which may af-
fect the quality of rail services in the region and which may affect
the security of Federal funds referred to in subsection (a) of this
section. Each such report shall be submitted within 150 days after
the end of the fiscal year of the Corporation. Each such report shall
include an evalution of—

(1) the degree to which the goals of section 206(a) of this

Act are being met;

(2) the amounts and causes of deviations, if any, from the
financial projections of the final system plan;

(3) the amount of Federal funds made available to the Cor-
poration and a clear description of the uses of such funds;

(4) the projected financial needs of the Corporation;

(5) the projected sources from which such financial needs
are likely to be met; and

(6) the ability of the Corporation to become financially self-
sustaining without requiring Federal funds in excess of those
authorized by section 216(f) of this Act.

(¢) MONITORING OF THE CORPORATION.—(1) The Association
shall also report to the Congress, in accordance with this sub-
section, on the policies of the Corporation and the results of such
lIzolicies with respect to operations, cost containment, and mar-

eting.

(2) Within 90 days after the date of enactment of this sub-
section, the Association shall (A) subdivide each such policy area
into constituent parts or groups of parts which are specific and sig-
nificant, (B) identify the most appropriate indicia to reflect accu-
rately such parts or groups of parts, and (C)(i) determine any and
all deficiencies in data used to compute the values of such indicia
including consistency and clarity of definitions, timeliness of data
entry, editing and validation of input data, and processing, and (ii)
outline the efforts of the Association and Corporation to correct the
deficiencies and the results of such efforts. On or before the end of
such 90-day period, the Association shall submit to the Congress
such methodological information and additional information which
the Association deems necessary or appropriate to further the pur-
pose of this title.

(3) Using such indicia, the Association shall report on (A) the
relationship of each constituent part or groups of parts to the Cor-
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poration’s revenue and capital and operating expenses, (B) the ex-
tent to which such parts or group of parts contributes to profits or
losses, (C) the efforts of management to contain or reduce the con-
tribution of such part or group of parts to losses, (D) the results
of such efforts, and (E) such other information as the Association
deems necessary or appropriate.

(4) The Association shall (A) transmit to the Congress the first
such monitoring report pursuant to paragraph (3) at the end of the
first calendar quarter which begins after the end of the 90-day pe-
riod for preparation and submission of the methodological informa-
tion pursuant to paragraph (2), (B) report such monitoring informa-
tion to the Congress at the end of the first quarter of each calendar
year thereafter, (C) update methodological and monitoring informa-
tion periodically as the Association deems necessary or appropriate,
but in no case less frequently than once a year, and (D) where the
results of such updating are statistically significant or relevant to
Congressional policymaking, report them and the reasons for their
significance at the end of the calendar quarter in which the updat-
ing occurred.

[45 U.S.C. 747]

ABANDONMENTS

SEC. 308. (a) GENERAL.—The Corporation may, in accordance
with this section, file with the Commission an application for a cer-
tificate of abandonment for any line which is part of the system of
the Corporation. Any such application shall be governed by this
section and shall not, except as specifically provided in this section,
be subject to the provisions of chapter 109 of title 49, United States
Code.

(b) APPLICATIONS FOR ABANDONMENT.—Any application for
abandonment that is filed by the Corporation under this section be-
fore December 1, 1981, shall be granted by the Commission within
90 days after the date such application is filed unless, within such
90-day period, an offer of financial assistance is made in accord-
ance with subsection (d) of this section with respect to the line to
be abandoned.

(c) NoTicE OF INSUFFICIENT REVENUES.—(1) The Corporation
may, prior to November 1, 1985, file with the Commission a notice
of insufficient revenues for any line which is part of the system of
the Corporation.

(2) At any time after the 90-day period beginning with the fil-
ing of a notice of insufficient revenues for a line, the Corporation
may file an application for abandonment for such line. An applica-
tion for abandonment that is filed by the Corporation under this
subsection for a line for which a notice of insufficient revenues was
filed under paragraph (1) shall be granted by the Commission with-
in 90 days after the date such application is filed unless, within
such 90-day period, an offer of financial assistance is made in ac-
cordance with subsection (d) of this section with respect to such
line.

(d) OFFERS OF FINANCIAL ASSISTANCE.—(1) The provisions of
section 10904 of title 49, United States Code (including the timing
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requirements of subsection (d) thereof), shall apply to any offer of
financial assistance under subsection (b) or (c) of this section.

(2) The Corporation shall provide any person that intends to
make an offer of financial assistance under subsection (b) or (c) of
this section with such information as the Commission may require.

(e) LIQUIDATION.—(1) If any application for abandonment is
granted under subsection (b) of this section, the Commission shall,
as soon as practicable, appraise the net liquidation value of the line
to be abandoned, and shall publish notice of such appraisal in the
Federal Register.

o (2) Appraisals made under paragraph (1) shall not be appeal-
able.

(3)(A) If, within 120 days after the date on which an appraisal
is published in the Federal Register under paragraph (1), the Cor-
poration receives a bona fide offer for the sale, for 75 percent of the
amount at which the liquidation value of such line was appraised
by the Commission, of the line to be abandoned, the Corporation
shall sell such line and the Commission shall, unless the parties
otherwise agree, establish an equitable division of joint rates for
through routes over such lines.

(B) If the Corporation receives no bona fide offer under sub-
paragraph (A), within such 120-day period, the Corporation may
abandon or dispose of the line as it chooses, except that the Cor-
poration may not dismantle bridges, or other structures (not includ-
ing rail, signals, and other rail facilities) for 120 days thereafter.
The Secretary may require that bridges or other structures (not in-
cluding rail, signals, and other rail facilities), not be dismantled for
an additional 8 months if he assumes all liability of any sort re-
lated to such property.

(4) If the purchaser under paragraph (3)(A) of this subsection
of any line of the Corporation abandons such line within five years
after such purchase, the proceeds of any track liquidations shall be
paid into the general fund of the Treasury of the United States.

(f) EMPLOYEE PROTECTION.—The provisions of section
10903(b)(3) 1 of title 49, United States Code, shall not apply to any
abandonment granted under this section. Any employee who was
protected by the compensatory provisions of title V of this Act im-
mediately prior to the effective date of the Northeast Rail Service
Act of 1981, who is deprived of employment by such an abandon-
nillenk shall be eligible for employee protection under section 701 of
this Act.

[45 U.S.C. 748]
TITLE IV—TRANSFER OF FREIGHT SERVICE

[Repealed by P.L. 99-509, section 4033(a)(1)]
TITLE V—EMPLOYEE PROTECTION

[Repealed by P.L. 97-1981, P.L. 97-35, Section 1144(a)(1), 95
Stat. 669]

1Section 10903(b) of title 49, United States Code, does not have a paragraph (3). Probably
should refer to section 10903(b)(2).
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TITLE VI—MISCELLANEOUS PROVISIONS

RELATIONSHIP TO OTHER LAWS

SEC. 601. (a) ANTITRUST.—(1) Except as specifically provided in
paragraph (2) of this subsection, no provision of this Act shall be
deemed to convey to any railroad or employee or director thereof
any immunity from civil or criminal liability, or to create defenses
to actions, under the antitrust laws.

(2) The antitrust laws are inapplicable with respect to any ac-
tion taken to formulate or implement the final system plan where
such action was in compliance with the requirements of such plan
and with respect to any action taken to formulate or implement
any supplemental transaction.

(3) As used in this subsection, “antitrust laws” includes the Act
of July 2, 1890 (ch. 647, 26 Stat. 209), as amended; the Act of Octo-
ber 15, 1914 (ch. 323, 38 Stat. 730), as amended; the Federal Trade
Commission Act (38 Stat. 717), as amended; sections 73 and 74 of
the Act of August 27, 1894 (28 Stat. 570), as amended; the Act of
June 19, 1936 (ch. 592, 49 Stat. 1526), as amended; and the anti-
trust laws of any State or subdivision thereof.

(b) COMMERCE, SECURITIES, AND BANKRUPTCY.—(1) The provi-
sions of the Interstate Commerce Act (49 U.S.C. 1 et seq.) and the
Bankruptcy Act (11 U.S.C. 205 et seq.) are inapplicable (A) to ac-
tions taken under this Act to formulate and implement the final
system plan which such action was in compliance with the require-
ments of such plan, and (B) to actions taken under this Act to for-
mulate or implement any supplemental transaction.

(2) All securities of the Corporation which are issued to the As-
sociation as the initial holder, or which are issued in connection
with the transfer to the Corporation or a subsidiary thereof of rail
properties under this Act, shall be deemed for all purposes to have
been issued subject to and authorized pursuant to section 20a of
the Interstate Commerce Act (49 U.S.C. 20a).

(3) The provisions of section 5 of the Securities Act of 1933 (15
U.S.C. 77e), shall not apply to transactions involving the issuance
of any security of the Corporation to the Association, transactions
involving the issuance of any security of the Corporation that is de-
posited with the special court pursuant to section 303(a) of this Act,
or transactions involving the issuance or distribution of any secu-
rity of the Corporation, where the terms and conditions of such
issuance or distribution are approved by the special court pursuant
to section 303(c) of this Act.

(4) The powers and duties of the Commission under section 77
of the Bankruptcy Act (11 U.S.C. 205), with respect to a railroad
in reorganization in the region which conveys all or substantially
all of its designated rail properties to the Corporation or a sub-
sidiary thereof, or to profitable railroads in the region, pursuant to
the final system plan, and the requirement that plans of reorga-
nization be filed with the Commission, shall cease upon the date
of such conveyance. The powers and duties of the Commission
under section 77 of the Bankruptcy Act shall also so terminate, as
of the date of enactment of this paragraph, with respect to any rail-
road reorganization under such section 77 but not subject to this
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Act which (1) does not operate any line of railroad, and (2) has
transferred all or substantially all of its rail properties to a railroad
in reorganization in the region which was subject to this Act prior
to the date of enactment of this paragraph. Thereafter, such powers
and duties of the Commission shall be vested in the district court
of the United States which has jurisdiction of the estate of any
such railroad in reorganization at the time of such conveyance.
Such court shall proceed to reorganize or liquidate such railroad in
reorganization pursuant to such section 77 on such terms as the
court deems just and reasonable, or pursuant to any other provi-
sions of the Bankruptcy Act, if the court finds that such action
would be in the best interests of such estate. This paragraph does
not affect any obligation of any carrier by railroad subject to regu-
lation under the Interstate Commerce Act. The powers and duties
of the Commission under section 77 of the Bankruptcy Act shall
continue in effect only to the extent that the railroad in reorganiza-
tion continues to operate any line of railroad.

(c) ENVIRONMENT.—The provisions of section 102(2)(C) of the
National Environmental Policy Act of 1969 (42 U.S.C. 4332(2)(C))
shall not apply with respect to any action taken under authority
of this Act before, and including, the conveyance of rail properties
ordered by the special court under section 303(b)(1) of this Act, and
shall not apply thereafter to any action taken in compliance with
the requirements of the final system plan.

(d) NORTHEAST CORRIDOR.—(1) Rail properties designated in
accordance with section 206(c)(1)(C) of this Act shall be purchased
or leased by the National Railroad Passenger Corporation. The Cor-
poration shall negotiate an appropriate sale or lease agreement
with the National Railroad Passenger Corporation for the prop-
erties designated for transfer pursuant to section 206(c)(1)(C) of
this Act (45 U.S.C. 716(c)(1)(C)), which shall take effect on the date
of conveyance of such properties to the Corporation.

(2) Properties acquired by purchase, lease, or otherwise pursu-
ant to this subsection shall be improved in order to meet the goal
set forth in section 206(a)(3) of this Act, relating to improved high-
speed passenger service, by the earliest practicable date after the
date of enactment of this Act.

(8) The Secretary shall begin the necessary engineering studies
and improvements upon enactment.

(4) The final system plan shall provide for any necessary co-
ordination with freight or commuter services of uses of the facilities
designated in section 206(c)(1)(C) of this Act. Such coordination
may be effectuated through a single operating entity, designated in
the final system plan, or as mutually agreed upon by the interested
parties.

(5) Construction or improvements made pursuant to this sub-
section may be made in consultation with the Corps of Engineers.

(e) EMERGENCY SERVICE.—[Subsection (e) amended section
1(16) of the Interstate Commerce Act, relating to directed service,
now repealed.]

[45 U.S.C. 7911
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SEPARABILITY

SEC. 604. If any provision of this Act or the application thereof
to any person or circumstances is held invalid, the remainder of
this Act and the application of such provision to other persons or
circumstances shall not be affected thereby.

[45 U.S.C. 701 notel

TAX PAYMENTS TO STATES

SEC. 605. (a) Notwithstanding any other provision of law, no
railroad in reorganization shall withhold from any State, or any po-
litical subdivision thereof, the payment of the portion of any tax
owned by such railroad to such State or subdivision, which portion
has been collected by such railroad from any tenant thereof.

(b) Any railroad which violates the provisions of subsection (a)
of this section by withholding any portion of a tax referred to in
suclh subsection shall be fined not more than $10,000 for each such
violation.

[45 U.S.C. 7941
TITLE VII—PROTECTION OF EMPLOYEES

[P.L. 99-509, §4024(c) provided that section 701 of the Re-
gional Rail Reorganization Act of 1973 is repealed effective on the
sale date (April 2, 1987).]1

TERMINATION ALLOWANCE

SEC. 702. (a) GENERAL.—The Corporation may terminate the
employment of certain employees, in accordance with this section,
upon the payment of an allowance of $350 for each month of active
service with the Corporation or with a railroad in reorganization,
but in no event may any such termination allowance exceed
$25,000.

(b) EMPLOYMENT NEEDS.—Within 90 days after the effective
date of this title, the Corporation shall determine, for each location,
the number of employees that the Corporation intends to separate
under subsection (a) of this section.

(c) NOTIFICATION AND SEPARATION PROCEDURE.—(1) Within 90
days after the effective date of this title, the Corporation shall no-
tify its employees of their rights and responsibilities under this sec-
tion.

(2) Within 90 days after the effective date of this title, the Cor-
poration shall notify each train and engine service employee eligi-
ble to be separated under paragraph (3) that such employee may
be entitled to receive a separation payment under this section if
such employee files a written request to be separated. Such notice
may be revised from time to time.

(3) If the number of employees who request to be separated
pursuant to paragraph (2) of this subsection is greater, in engine
service at any location, than the number of excess firemen at the
location, and in train service at the location than the number of ex-
cess second and third brakemen, as determined by the Corporation,
the Corporation shall separate the employees described in para-
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graph (2) of this subsection in order of seniority beginning with the
most senior employee, until the excess firemen and second and
third brakemen positions at that location, as determined by the
Corporation, have been eliminated.

(d) DESIGNATED SEPARATIONS.—If the number of employees
who are separated pursuant to subsection (c)(3) is less at any loca-
tion than the number of excess firemen in freight and commuter
service and second and third brakemen in freight service at such
location, as determined by the Corporation, the Corporation may,
after 210 days after the effective date of this title, designate for
separation employees in engine service or train service respectively
in inverse order of seniority, beginning with the most junior em-
ployee in active service at such location until the excess firemen in
freight and commuter service and second and third brakemen in
freight service, at that location have been eliminated. An employee
designated under this subsection may choose (1) to furlough him-
self voluntarily, in which case the next most junior employee pro-
tected under the fireman manning or crew consist agreements or
any other agreement or law, in the same craft or class at such loca-
tion may be separated instead and receive the separation allow-
ance, or (2) to exercise his seniority to another location, in which
case the Corporation may separate, under the provisions of this
subsection, the next most junior protected employee in active serv-
ice at the location to which seniority ultimately is exercised.

(e) EFFECT ON PoOSITIONS.—(1) The Corporation shall refrain
from filling one fireman position in freight service, or in commuter
service where applicable, for each employee in engine service sepa-
rated in accordance with this section.

(2) The Corporation may refrain from filling one brakeman po-
sition in excess of one conductor and one brakeman on one crew in
freight service for each employee in train service who is separated
in accordance with this section.

(3) Positions permitted to be not filled under this subsection
shall be not filled in different types of freight service actually oper-
ated at or from the location in a sequence to be agreed upon be-
tween the Corporation and the general chairman representative of
classes or crafts of employees having jurisdiction over the position
to be not filled. If no such agreement is reached, the Corporation
may designate the position to be not filled.

(4) Notwithstanding paragraphs (1) and (2) of this subsection,
the Corporation shall retain all rights it has under any provision
of law or agreement to refrain from filling any position of employ-
ment.

(f) PROCEDURES.—The Corporation and representatives of the
various classes and crafts of employees to be separated may agree
on procedures to implement this section, but the absence of such
agreement shall not interfere with implementation of the separa-
tions authorized by this section.

(g) COMMUTER EMPLOYEES.—The provisions of this section
shall apply to the separation of firemen in commuter service, ex-
cept that with respect to such employees the Corporation is re-
quired to make the separations authorized by this section.

[45 U.S.C. 797a]
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PREFERENTIAL HIRING 1

SEcC. 703. (a) GENERAL.—Any employee who is deprived of em-
ployment shall have the first right of hire by any other railroad for
a vacancy for which he is qualified in a class or craft (or in the case
of a non-agreement employee, for a non-agreement vacancy) in
which such employee was employed by the Corporation or a prede-
cessor carrier for not less than one year, except where such a va-
cancy is covered by (1) an affirmative action plan, or a hiring plan
designed to eliminate discrimination, that is required by Federal or
State statute, regulation, or Executive order, or by the order of a
Federal court or agency, or (2) a permissible voluntary affirmative
action plan. For purposes of this section, a railroad shall not be
considered to be hiring new employees when it recalls any of its
own furloughed employees.

(b) StATUS.—The first right of hire afforded to employees
under this section shall be coequal to the first right of hire afforded
under section 8 of the Milwaukee Railroad Restructuring Act (45
U.S.C. 907) and section 105 of the Rock Island Transition and Em-
ployee Assistance Act (45 U.S.C. 1004).

CENTRAL REGISTER OF RAILROAD EMPLOYMENT

SEC. 704. (a) REGISTER.—(1) The Railroad Retirement Board
(hereafter in this section referred to as the “Board”) shall prepare
and maintain a register of persons separated from railroad employ-
ment after at least one year of completed service with a railroad
who have declared their current availability for employment in the
railroad industry. The register shall be subdivided by class and
craft of prior employment and shall be updated periodically to re-
flect current availability.

(2) Each entry in the register shall include, or provide access
to, basic information concerning the individual’s experience and
qualifications.

(3) The Board shall place at the top of the register those
former railroad employees entitled to priority under applicable pro-
visions of law, including this Act.

(b) CORPORATION EMPLOYEES.—As soon as is practicable after
the effective date of this title, the Corporation shall provide to the
Board the names of its former employees who elect to appear on
the register and who have not been offered employment with ac-
quiring railroads.

(¢) VacaNcy NoTICES.—(1) Each railroad shall timely file with
the Board a notice of vacancy with respect to any position for which
the railroad intends to accept applications from persons other than
current employees of that carrier.

1Section 4011(c) of the Consolidated Omnibus Budget Reconciliation Act of 1985 (P.L. 99-272;
100 Stat. 109; April 7, 1986) provided as follows:

“(c) EXEMPTION.—The provisions of section 703 of the Regional Rail Reorganization Act of
1973 (45 U.S.C. 797b), section 8 of the Milwaukee Railroad Restructuring Act (45 U.S.C. 907),
and section 105 of the Rock Island Railroad Transition and Employee Assistance Act (45 U.S.C.
1004) shall not apply to the National Railroad Passenger Corporation in the hiring of qualified
train and engine employees who hold seniority rights to work in intercity rail passenger service
in connection with the assumption by such Corporation of functions previously performed under
contract by other carriers.”.
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(2)(A) As soon as the Board becomes aware of any failure on
the part of a railroad to comply with paragraph (1), the Board shall
issue a warning to such railroad of its potential liability under sub-
paragraph (B).

(B) Any railroad failing to comply with paragraph (1) of this
subsection after being warned by the Board under subparagraph
(A) shall be liable for a civil penalty in the amount of $500 for each
subsequent vacancy with respect to which such railroad has so
failed to comply.

(d) PLACEMENT.—The Board shall, through distribution of cop-
ies of the central register (or portions thereof) to railroads and rep-
resentatives of classes or crafts of employees and through publica-
tion of employment information derived from vacancy notices filed
with the Board, promote the placement of former railroad employ-
ees possessing requisite skills and experience in appropriate posi-
tions with other railroads.

(e) EMPLOYMENT APPLICATIONS.—In addition to its responsibil-
ities under subsections (a) through (d) of this section, the Board
shall facilitate the filing of employment applications with respect
to current vacancies in the industry by former railroad employees
entitled to priority under applicable provisions of law, including
this Act.

(f) EXPIRATION.—The provisions of this section shall cease to be
effective on the expiration of the 6-year period beginning on the ef-
fective date of this title.

(g) RESOLUTION OF DISPUTES.—Any dispute, grievance, or
claim arising under this section, section 703 of this Act, section 8
of the Milwaukee Railroad Restructuring Act (45 U.S.C. 907), or
section 105 of the Rock Island Railroad Transition and Employee
Assistance Act (45 U.S.C. 1004) shall be subject to resolution in ac-
cordance with the following procedures:

(1) Any employee with such a dispute, grievance, or claim
may petition the Board to review and investigate the dispute,
grievance, or claim.

(2) The Board shall investigate the dispute, grievance, or
claim, and if it concludes that the employee’s rights under this
section, section 703 of this Act, section 8 of the Milwaukee
Railroad Restructuring Act (45 U.S.C. 907), or section 105 of
the Rock Island Railroad Transition and Employee Assistance
Act (45 U.S.C. 1004) may have been violated, the dispute,
grievance, or claim shall be subject to resolution in accordance
with the procedures set forth in section 3 of the Railway Labor
Act (45 U.S.C. 153).

(3) In the case of any violation of this section, section 703
of this Act, section 8 of the Milwaukee Railroad Restructuring
Act (45 U.S.C. 907), or section 105 of the Rock Island Railroad
Transition and Employee Assistance Act (45 U.S.C. 1004), the
Adjustment Board (or any division or delegate thereof) or any
other board of adjustment created under section 3 of the Rail-
way Labor Act shall, where appropriate, award such relief, in-
cluding back pay, as may be necessary to enforce the employ-
ee’s rights.

[45 U.S.C. 797cl
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ELECTION AND TREATMENT OF BENEFITS

SEC. 705. (a) ELECTION.—(1) Any employee who accepts any
benefits under an agreement entered into under section 701 of this
Act or a termination allowance under section 702 of this Act, shall,
except as provided in paragraph (2) of this subsection, be deemed
to waive any employee protection benefits otherwise available
under any other provision of law or any contract or agreement in
effect on the effective date of this title, except benefits under sec-
tions 703 and 704 of this Act, and shall be deemed to waive any
cause of action for any alleged loss of benefits resulting from the
provisions of or the amendments made by the Northeast Rail Serv-
ice Act of 1981.

(2) Nothing in paragraph (1) of this subsection shall affect the
right of any employee described in such paragraph to benefits
under the Railroad Retirement Act of 1974 or the Railroad Unem-
ployment Insurance Act.

(b) TREATMENT OF BENEFITS.—Any benefits received by an em-
ployee under an agreement entered into pursuant to section 701 of
this Act and any termination allowance received under section 702
og this Act shall be considered compensation solely for purposes
O —

(1) the Railroad Retirement Act of 1974 (45 U.S.C. 231 et
seq.); and

(2) determining the compensation received by such em-
ployee in any base year under the Railroad Unemployment In-
surance Act (45 U.S.C. 351 et seq.).

[45 U.S.C. 797d]

ASSIGNMENT OF WORK

SEC. 706. (a) GENERAL.—With respect to any craft or class of
employees not covered by a collective bargaining agreement that
provides for a process substantially equivalent to that provided for
in this section, the Corporation shall have the right to assign, allo-
cate, reassign, reallocate, and consolidate work formerly performed
on the rail properties acquired pursuant to the provisions of this
Act from a railroad in reorganization to any location, facility, or po-
sition on its system if it does not remove such work from coverage
of a collective bargaining agreement and does not infringe upon the
existing classification of work rights of any craft or class of employ-
ees at the location or facility to which such work is assigned, allo-
cated, reassigned, reallocated, or consolidated. Prior to the exercise
of authority under this subsection, the Corporation shall negotiate
an agreement with the representatives of the employees involved
permitting such employees the right to follow their work.

(b) EXPIRATION.—The authority granted by this section shall
apply only for as long as benefits are provided under this title with
funds made available under section 713 of this Act.

[45 U.S.C. 797el

CONTRACTING OUT

SEC. 707. All work in connection with the operation or services
provided by the Corporation on the rail lines, properties, equip-
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ment, or facilities acquired pursuant to the provisions of this Act
and the maintenance, repair, rehabilitation, or modernization of
such lines, properties, equipment, or facilities which has been per-
formed by practice or agreement in accordance with provisions of
the existing contracts in effect with the representatives of the em-
ployees of the classes or crafts involved shall continue to be per-
formed by the Corporation’s employees, including employees on fur-
lough. Should the Corporation lack a sufficient number of employ-
ees, including employees on furlough, and be unable to hire addi-
tional employees, to perform the work required, it shall be per-
mitted to subcontract that part of such work which cannot be per-
formed by its employees, including those on furlough, except where
agreement by the representatives of the employees of the classes or
crafts involved is required by applicable collective-bargaining
agreements. The term “unable to hire additional employees” as
used in this section contemplates establishment and maintenance
by the Corporation of an apprenticeship, training, or recruitment
program to provide an adequate number of skilled employees to
perform the work.

[45 U.S.C. 797f]

NEW COLLECTIVE-BARGAINING AGREEMENTS

SEC. 708. (a) AGREEMENT.—Not later than 60 days after the ef-
fective date of any conveyance pursuant to the provisions of this
Act, the representatives of the various classes or crafts of employ-
ees of a railroad in reorganization involved in a conveyance and
representatives of the Corporation shall commence negotiation of a
new single collective bargaining agreement for each class and craft
of employees covering the rate of pay, rules, and working condi-
tions of employees who are the employees of the Corporation. Such
collective bargaining agreement shall include appropriate provi-
sions concerning rates of pay, rules, and working conditions, but
shall not, before April 1, 1984, include any provisions for job sta-
bilization which may exceed or conflict with those established here-
in. Negotiations with respect to such single collective bargaining
agreement, and any successor thereto, shall be conducted system-
wide.

(b) PROCEDURE.—(1) Any procedure for finally determining the
components of the first single collective bargaining agreement for
any class or craft, agreed upon before the effective date of this title,
shall be completed no later than 45 days after such effective date.
Such agreed upon procedure shall be deemed to satisfy the require-
ments of sections 7 and 8 of the Railway Labor Act. The National
Mediation Board shall appoint any person as provided for by such
agreements.

(2) Nothing in this section shall be construed to require the
parties to enter into a new single collective bargaining agreement
if the agreement between the parties in effect immediately prior to
the effective date of this title complied with section 504(d) of this
Act as in effect immediately prior to such date.

(c) RatiLway LABOR AcT NoOTICES.—Employees of the Corpora-
tion may not serve notices under section 6 of the Railway Labor

September 30, 2019 As Amended Through P.L. 105-178, Enacted June 9, 1998



G:\COMP\RAIL\REGIONAL RAIL REORGANIZATION ACT OF 1973. XML

85 REGIONAL RAIL REORGANIZATION ACT OF 1973 Sec. 709

Act for the purpose of negotiating job stabilization or other protec-
tive agreements with the Corporation until after April 1, 1984.

[45 U.S.C. 797g]

EMPLOYEE AND PERSONAL INJURY CLAIMS

SEC. 709. (a) LIABILITY FOR EMPLOYEE CLAIMS.—In all cases of
claims, prior to April 1, 1976, by employees, arising under the col-
lective bargaining agreements of the railroads in reorganization in
the Region, and subject to section 3 of the Railway Labor Act (45
U.S.C. 153), the Corporation, the National Railroad Passenger Cor-
poration, or an acquiring carrier, as the case may be, shall assume
responsibility for the processing of any such claims, and payment
of those which are sustained or settled on or subsequent to the date
of conveyance, under section 303(b)(1) of this Act, and shall be enti-
tled to direct reimbursement from the Association pursuant to sec-
tion 211(h) of this Act, to the extent that such claims are deter-
mined by the Association to be the obligation of a railroad in reor-
ganization in the Region. Any liability of an estate of a railroad in
reorganization to its employees which is assumed, processed, and
paid pursuant to this subsection by the Corporation, the National
Railroad Passenger Corporation, or an acquiring carrier shall re-
main the preconveyance obligation of the estate of such railroad for
purposes of section 211(h)(1) of this Act. The Corporation, the Na-
tional Railroad Passenger Corporation, an acquiring carrier, or the
Association, as the case may be, shall be entitled to a direct claim
as a current expense of administration, in accordance with the pro-
visions of section 211(h) of this Act (other than paragraph (4)(A)
thereof), for reimbursement (including costs and expenses of proc-
essing such claims) from the estate of the railroad in reorganiza-
tion on whose behalf such obligations are discharged or paid. In
those cases in which claims for employees were sustained or settled
prior to such date of conveyance, it shall be the obligation of the
employees to seek satisfaction against the estate of the railroads in
reorganization which were their former employers.

(b) ASSUMPTION OF PERSONAL INJURY CLAIMS.—All cases or
claims by employees or their personal representatives for personal
injuries or death against a railroad in reorganization in the Region
arising prior to the date of conveyance of rail properties, pursuant
to section 303 of this Act, shall be assumed by the Corporation or
an acquiring railroad, as the case may be. The Corporation or the
acquiring railroad shall process and pay any such claims that are
sustained or settled, and shall be entitled to direct reimbursement
from the Association pursuant to section 211(h) of this Act, to the
extent that such claims are determined by the Association or its
successor authority to be the obligation of such railroad. Any liabil-
ity of an estate of a railroad in reorganization which is assumed,
processed, and paid, pursuant to this subsection, by the Corpora-
tion or an acquiring railroad shall remain the preconveyance obli-
gation of the estate of such railroad for purposes of section
211(h)(1) of this Act. The Corporation, an acquiring railroad, or the
Association, as the case may be, shall be entitled to a direct claim
as a current expense of administration, in accordance with the pro-
visions of section 211(h) of this Act (other than paragraph (4)(A)
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thereof), for reimbursement (including costs and expenses of proc-
essing such claims) from the estate of the railroad in reorganiza-
tion on whose behalf such obligations were discharged or paid.

[45 U.S.C. 797h]

LIMITATIONS ON LIABILITY

SEc. 710. (a) FEDERAL GOVERNMENT.—The liability of the
United States under an agreement entered into or benefit schedule
prescribed under section 701 of this Act or for payment of a termi-
nation allowance under section 702 of this Act shall be limited to
amounts appropriated under section 713 of this Act.

(b) THE CORPORATION.—(1) The Corporation, Amtrak Com-
muter, and commuter authorities shall incur no liability under an
agreement entered into or benefit schedule prescribed under sec-
tion 701 of this Act or for the payment of a termination allowance
under section 702 of this Act.

(2) Notwithstanding any other provision of law, until April 1,
1984, the Corporation shall have no liability for employee protec-
tion in the event of a sale of any asset to a purchaser, and such
purchaser shall assume the liability for the application of employee
protection conditions imposed by the Commission for all employees
adversely affected by such sale.

[45 U.S.C. 797i]

PREEMPTION

SEc. 711. No State may adopt or continue in force any law,
rule, regulation, order, or standard requiring the Corporation to
employ any specified number of persons to perform any particular
task, function, or operation, or requiring the Corporation to pay
protective benefits to employees, and no State in the Region may
adopt or continue in force any such law, rule, regulation, order, or
standard with respect to any railroad in the Region.

[45 U.S.C. 797j1

FACTFINDING PANEL

SEC. 712. (a) PURPOSE.—The Corporation shall enter into col-
lective bargaining agreements with it employees which provide for
the establishment of one or more advisory factfinding panels,
chaired by a neutral expert in industrial relations, for purposes of
recommending changes in operating practices and procedures
which result in greater productivity to the maximum extent prac-
ticable.

(b) NATIONAL MEDIATION BOARD.—The National Mediation
Board shall appoint public members to any panel established by an
agreement entered into under this subparagraph, and shall per-
form such functions contained in the agreement as are consistent
with the duties of such Board under the Railway Labor Act.

(¢c) OTHER FUNCTIONS.—The factfinding panel may, before
making its report to the parties, provide mediation, conciliation,
and other assistance to the parties.

[45 U.S.C. 797k1
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CLASS II RAILROADS RECEIVING FEDERAL ASSISTANCE

SEC. 713. The Surface Transportation Board shall impose no
labor protection conditions in approving an application under sec-
tion 10902 of title 49, United States Code, when the application in-
volves a Class II rail carrier which—

(1) is headquartered in a State, and operates in at least
one State, with a population of less than 1,000,000 persons, as
determined by the 1990 census; and

(2) has, as of January 1, 1996, been a recipient of repay-
able Federal Railroad Administration assistance in excess of
$5,000,000.

[45 U.S.C. 7971]

ARBITRATION

SEC. 714. Any dispute or controversy with respect to the inter-
pretation, application, or enforcement of the provisions of this title,
except sections 703, 704, 708 and 713, or section 1144 of the North-
east Rail Service Act of 1981, and except those matters subject to
judicial review under section 1152 of the Northeast Rail Service
Act of 1981, which have not been resolved within 90 days, may be
submitted by either party to an Adjustment Board for a final and
binding decision thereon as provided in section 3 of the Railway
Labor Act, in which event the burden of proof on all issues so pre-
sented shall be on the Corporation, or the Association, where ap-
propriate.

[45 U.S.C. 797ml]
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