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ture, or other debt obligation issued by an ob-
ligor in connection with the financing of an
aircraft purchase, other than a Federal credit
instrument.

(7) LENDER.—The term ‘‘lender’” means any
non-Federal qualified institutional buyer (as
defined by section 230.144A(a) of title 17, Code
of Federal Regulations (or any successor regu-
lation) known as Rule 144A(a) of the Security
and Exchange Commission and issued under
the Security Act of 1933 (15 U.S.C. 77a et seq.)),
including—

(A) a qualified retirement plan (as defined
in section 4974(c) of the Internal Revenue
Code of 1986) that is a qualified institutional
buyer; and

(B) a governmental plan (as defined in sec-
tion 414(d) of the Internal Revenue Code of
1986) that is a qualified institutional buyer.

(8) LINE OF CREDIT.—The term ‘‘line of cred-
it”’ means an agreement entered into by the
Secretary with an obligor under section
41763(d) to provide a direct loan at a future
date upon the occurrence of certain events.

(9) LOAN GUARANTEE.—The term ‘‘loan guar-
antee’” means any guarantee or other pledge
by the Secretary under section 41763(c) to pay
all or part of any of the principal of and inter-
est on a loan or other debt obligation issued
by an obligor and funded by a lender.

(10) NEW ENTRANT AIR CARRIER.—The term
‘“‘new entrant air carrier’’ means an air carrier
that has been providing air transportation ac-
cording to a published schedule for less than 5
years, including any person that has received
authority from the Secretary to provide air
transportation but is not providing air trans-
portation.

(11) OBLIGOR.—The term ‘‘obligor’” means a
party primarily liable for payment of the prin-
cipal of or interest on a Federal credit instru-
ment, which party may be a corporation, part-
nership, joint venture, trust, or governmental
entity, agency, or instrumentality.

(12) REGIONAL JET AIRCRAFT.—The term ‘‘re-
gional jet aircraft’ means a civil aircraft—

(A) powered by jet propulsion; and
(B) designed to have a maximum passenger
seating capacity of not less than 30 nor more

than 75.

(13) SECURED LOAN.—The term ‘‘secured
loan” means a direct loan funded by the Sec-
retary in connection with the financing of an
aircraft purchase under section 41763(b).

(14) UNDERSERVED MARKET.—The term ‘‘un-
derserved market’> means a passenger air
transportation market (as defined by the Sec-
retary) that—

(A) is served (as determined by the Sec-
retary) by a nonhub airport or a small hub
airport;

(B) is not within a 40-mile radius of an air-
port that each year has at least .25 percent
of the total annual boardings in the United
States; and

(C) the Secretary determines does not have
sufficient air service.

(Added Pub. L. 106-181, title II, §210(a), Apr. 5,

2000, 114 Stat. 96; amended Pub. L. 108-176, title
II, §225(b)(5), Dec. 12, 2003, 117 Stat. 2529.)
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Editorial Notes
REFERENCES IN TEXT

The Federal Credit Reform Act of 1990, referred to in
par. (3), is title V of Pub. L. 93-344, as added by Pub. L.
101-508, title XIII, §13201(a), Nov. 5, 1990, 104 Stat.
1388-609, which is classified generally to subchapter IIT
(§661 et seq.) of chapter 17A of Title 2, The Congress.
For complete classification of this Act to the Code, see
Short Title note set out under section 621 of Title 2 and
Tables.

The Security Act of 1933, referred to in par. (7), prob-
ably means the Securities Act of 1933, title I of act May
27, 1933, ch. 38, 48 Stat. 74, which is classified generally
to subchapter I (§77a et seq.) of chapter 2A of Title 15,
Commerce and Trade. For complete classification of
this Act to the Code, see section 77a of Title 156 and Ta-
bles.

Sections 414(d) and 4974(c) of the Internal Revenue
Code of 1986, referred to in par. (7), are classified to sec-
tions 414(d) and 4974(c), respectively, of Title 26, Inter-
nal Revenue Code.

AMENDMENTS

2003—Pars. (11) to (16). Pub. L. 108-176 redesignated
pars. (12), (13), (14), and (16) as (11), (12), (13), and (14), re-
spectively, and struck out former pars. (11) and (15),
which defined ‘‘nonhub airport” and ‘‘small hub air-
port”’, respectively.

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 2003 AMENDMENT

Amendment by Pub. L. 108-176 applicable only to fis-
cal years beginning after Sept. 30, 2003, except as other-
wise specifically provided, see section 3 of Pub. L.
108-176, set out as a note under section 106 of this title.

EFFECTIVE DATE

Section applicable only to fiscal years beginning
after Sept. 30, 1999, see section 3 of Pub. L. 106-181, set
out as an Effective Date of 2000 Amendments note
under section 106 of this title.

§41763. Federal credit instruments

(a) IN GENERAL.—Subject to this section and
section 41766, the Secretary of Transportation
may enter into agreements with one or more ob-
ligors to make available Federal credit instru-
ments, the proceeds of which shall be used to fi-
nance aircraft purchases.

(b) SECURED LOANS.—

(1) TERMS AND LIMITATIONS.—

(A) IN GENERAL.—A secured loan under this
section with respect to an aircraft purchase
shall be on such terms and conditions and
contain such covenants, representatives,
warranties, and requirements (including re-
quirements for audits) as the Secretary de-
termines appropriate.

(B) MAXIMUM AMOUNT.—No secured loan
may be made under this section—

(i) that extends to more than 50 percent
of the purchase price (including the value
of any manufacturer credits, post-purchase
options, or other discounts) of the aircraft,
including spare parts, to be purchased; or

(ii) that, when added to the remaining
balance on any other Federal credit in-
struments made under this subchapter,
provides more than $100,000,000 of out-
standing credit to any single obligor.

(C) FINAL PAYMENT DATE.—The final pay-
ment on the secured loan shall not be due
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later than 18 years after the date of execu-
tion of the loan agreement.

(D) SUBORDINATION.—The secured loan may
be subordinate to claims of other holders of
obligations in the event of bankruptcy, in-
solvency, or liquidation of the obligor as de-
termined appropriate by the Secretary.

(E) FEES.—The Secretary, subject to ap-
propriations, may establish fees at a level
sufficient to cover all or a portion of the ad-
ministrative costs to the United States Gov-
ernment of making a secured loan under this
section. The proceeds of such fees shall be
deposited in an account to be used by the
Secretary for the purpose of administering
the program established under this sub-
chapter and shall be available upon deposit
until expended.

(2) REPAYMENT.—

(A) SCHEDULE.—The Secretary shall estab-
lish a repayment schedule for each secured
loan under this section based on the pro-
jected cash flow from aircraft revenues and
other repayment sources.

(B) COMMENCEMENT.—Scheduled loan re-
payments of principal and interest on a se-
cured loan under this section shall com-
mence no later than 3 years after the date of
execution of the loan agreement.

(3) PREPAYMENT.—

(A) USE OF EXCESS REVENUE.—After satis-
fying scheduled debt service requirements on
all financial obligations and secured loans
and all deposit requirements under the
terms of any trust agreement, bond resolu-
tion, or similar agreement securing financial
obligations, the secured loan may be prepaid
at anytime without penalty.

(B) USE OF PROCEEDS OF REFINANCING.—The
secured loan may be prepaid at any time
without penalty from proceeds of refi-
nancing from non-Federal funding sources.

(c) LOAN GUARANTEES.—

(1) IN GENERAL.—A loan guarantee under this
section with respect to a loan made for an air-
craft purchase shall be made in such form and
on such terms and conditions and contain such
covenants, representatives, warranties, and re-
quirements (including requirements for au-
dits) as the Secretary determines appropriate.

(2) MAXIMUM AMOUNT.—No loan guarantee
shall be made under this section—

(A) that extends to more than the unpaid
interest and 50 percent of the unpaid prin-
cipal on any loan;

(B) that, for any loan or combination of
loans, extends to more than 50 percent of the
purchase price (including the value of any
manufacturer credits, post-purchase options,
or other discounts) of the aircraft, including
spare parts, to be purchased with the loan or
loan combination;

(C) on any loan with respect to which
terms permit repayment more than 15 years
after the date of execution of the loan; or

(D) that, when added to the remaining bal-
ance on any other Federal credit instru-
ments made under this subchapter, provides
more than $100,000,000 of outstanding credit
to any single obligor.
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(3) FEES.—The Secretary, subject to appro-
priations, may establish fees at a level suffi-
cient to cover all or a portion of the adminis-
trative costs to the United States Government
of making a loan guarantee under this section.
The proceeds of such fees shall be deposited in
an account to be used by the Secretary for the
purpose of administering the program estab-
lished under this subchapter and shall be
available upon deposit until expended.

(d) LINES OF CREDIT.—

(1) IN GENERAL.—Subject to the requirements
of this subsection, the Secretary may enter
into agreements to make available lines of
credit to one or more obligors in the form of
direct loans to be made by the Secretary at fu-
ture dates on the occurrence of certain events
for any aircraft purchase selected under this
section.

(2) TERMS AND LIMITATIONS.—

(A) IN GENERAL.—A line of credit under
this subsection with respect to an aircraft
purchase shall be on such terms and condi-
tions and contain such covenants, represent-
atives, warranties, and requirements (in-
cluding requirements for audits) as the Sec-
retary determines appropriate.

(B) MAXIMUM AMOUNT.—

(i) TOTAL AMOUNT.—The amount of any
line of credit shall not exceed 50 percent of
the purchase price (including the value of
any manufacturer credits, post-purchase
options, or other discounts) of the aircraft,
including spare parts.

(ii) 1-YEAR DRAWS.—The amount drawn
in any year shall not exceed 20 percent of
the total amount of the line of credit.

(C) DRAWS.—Any draw on the line of credit
shall represent a direct loan.

(D) PERIOD OF AVAILABILITY.—The line of
credit shall be available not more than 5
years after the aircraft purchase date.

(E) RIGHTS OF THIRD-PARTY CREDITORS.—

(i) AGAINST UNITED STATES GOVERN-
MENT.—A third-party creditor of the obli-
gor shall not have any right against the
United States Government with respect to
any draw on the line of credit.

(ii) ASSIGNMENT.—An obligor may assign
the line of credit to one or more lenders or
to a trustee on the lender’s behalf.

(F) SUBORDINATION.—A direct loan under
this subsection may be subordinate to
claims of other holders of obligations in the
event of bankruptcy, insolvency, or liquida-
tion of the obligor as determined appro-
priate by the Secretary.

(G) FEES.—The Secretary, subject to ap-
propriations, may establish fees at a level
sufficient to cover all of a portion of the ad-
ministrative costs to the United States Gov-
ernment of providing a line of credit under
this subsection. The proceeds of such fees
shall be deposited in an account to be used
by the Secretary for the purpose of admin-
istering the program established under this
subchapter and shall be available upon de-
posit until expended.

(3) REPAYMENT.—



Page 1197

(A) SCHEDULE.—The Secretary shall estab-
lish a repayment schedule for each direct
loan under this subsection.

(B) COMMENCEMENT.—Scheduled loan re-
payments of principal or interest on a direct
loan under this subsection shall commence
no later than 3 years after the date of the
first draw on the line of credit and shall be
repaid, with interest, not later than 18 years
after the date of the first draw.

(e) RISK ASSESSMENT.—Before entering into an
agreement under this section to make available
a Federal credit instrument, the Secretary, in
consultation with the Director of the Office of
Management and Budget, shall determine an ap-
propriate capital reserve subsidy amount for the
Federal credit instrument based on such credit
evaluations as the Secretary deems necessary.

(f) CONDITIONS.—Subject to subsection (h), the
Secretary may only make a Federal credit in-
strument available under this section if the Sec-
retary finds that—

(1) the aircraft to be purchased with the Fed-
eral credit instrument is a regional jet air-
craft needed to improve the service and effi-
ciency of operation of a commuter air carrier
or new entrant air carrier;

(2) the commuter air carrier or new entrant
air carrier enters into a legally binding agree-
ment that requires the carrier to use the air-
craft to provide service to underserved mar-
kets; and

(3) the prospective earning power of the com-
muter air carrier or new entrant air carrier,
together with the character and value of the
security pledged, including the collateral
value of the aircraft being acquired and any
other assets or pledges used to secure the Fed-
eral credit instrument, furnish—

(A) reasonable assurances of the air car-
rier’s ability and intention to repay the Fed-
eral credit instrument within the terms es-
tablished by the Secretary—

(i) to continue its operations as an air
carrier; and

(ii) to the extent that the Secretary de-
termines to be necessary, to continue its
operations as an air carrier between the
same route or routes being operated by the
air carrier at the time of the issuance of
the Federal credit instrument; and

(B) reasonable protection to the United
States.

(g) LIMITATION ON COMBINED AMOUNT OF FED-
ERAL CREDIT INSTRUMENTS.—The Secretary shall
not allow the combined amount of Federal cred-
it instruments available for any aircraft pur-
chase under this section to exceed—

(1) 50 percent of the cost of the aircraft pur-
chase; or
(2) $100,000,000 for any single obligor.

(h) REQUIREMENT.—Subject to subsection (i),
no Federal credit instrument may be made
under this section for the purchase of any re-
gional jet aircraft that does not comply with the
stage 3 noise levels of part 36 of title 14 of the
Code of Federal Regulations, as in effect on Jan-
uary 1, 1999.

(i) OTHER LIMITATIONS.—No Federal credit in-
strument shall be made by the Secretary under
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this section for the purchase of a regional jet
aircraft unless the commuter air carrier or new
entrant air carrier enters into a legally binding
agreement that requires the carrier to provide
scheduled passenger air transportation to the
underserved market for which the aircraft is
purchased for a period of not less than 36 con-
secutive months after the date that aircraft is
placed in service.

(Added Pub. L. 106-181, title II, §210(a), Apr. 5,
2000, 114 Stat. 97.)

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section applicable only to fiscal years beginning
after Sept. 30, 1999, see section 3 of Pub. L. 106-181, set
out as an Effective Date of 2000 Amendments note
under section 106 of this title.

§41764. Use of Federal facilities and assistance

(a) USE OF FEDERAL FACILITIES.—To permit
the Secretary of Transportation to make use of
such expert advice and services as the Secretary
may require in carrying out this subchapter, the
Secretary may use available services and facili-
ties of other agencies and instrumentalities of
the United States Government—

(1) with the consent of the appropriate Fed-
eral officials; and
(2) on a reimbursable basis.

(b) ASSISTANCE.—The head of each appropriate
department or agency of the United States Gov-
ernment shall exercise the duties and powers of
that head in such manner as to assist in car-
rying out the policy specified in section 41761.

(c) OVERSIGHT.—The Secretary shall make
available to the Comptroller General of the
United States such information with respect to
any Federal credit instrument made under this
subchapter as the Comptroller General may re-
quire to carry out the duties of the Comptroller
General under chapter 7 of title 31, United
States Code.

(Added Pub. L. 106-181, title II, §210(a), Apr. 5,
2000, 114 Stat. 101.)

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section applicable only to fiscal years beginning
after Sept. 30, 1999, see section 3 of Pub. L. 106-181, set
out as an Effective Date of 2000 Amendments note
under section 106 of this title.

§41765. Administrative expenses

In carrying out this subchapter, the Secretary
shall use funds made available by appropriations
to the Department of Transportation for the
purpose of administration, in addition to the
proceeds of any fees collected under this sub-
chapter, to cover administrative expenses of the
Federal credit instrument program under this
subchapter.

(Added Pub. L. 106-181, title II, §210(a), Apr. 5,
2000, 114 Stat. 101.)

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section applicable only to fiscal years beginning
after Sept. 30, 1999, see section 3 of Pub. L. 106-181, set
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