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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. 

(Pub. L. 93–236, title II, § 210, Jan. 2, 1974, 87 Stat. 
1000; Pub. L. 94–210, title VI, §§ 604, 607(k), Feb. 5, 
1976, 90 Stat. 88, 97; Pub. L. 94–555, title II, 
§ 203(e), Oct. 19, 1976, 90 Stat. 2620; Pub. L. 96–448, 
title VII, § 703(f)(3), Oct. 14, 1980, 94 Stat. 1965.) 

CODIFICATION 

In subsec. (e), ‘‘chapter 31 of title 31’’ and ‘‘such chap-
ter’’ substituted for ‘‘the Second Liberty Bond Act, as 
amended’’ and ‘‘such Act’’, respectively, on authority 
of Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the 
first section of which enacted Title 31, Money and Fi-
nance. 

AMENDMENTS 

1980—Subsec. (e). Pub. L. 96–448 inserted ‘‘or under 
subsection (a) of section 746 of this title’’ after ‘‘sub-
section (c) of this section’’. 

1976—Subsec. (b). Pub. L. 94–555 inserted ‘‘(exclusive 
of interest or additions to principal on account of ac-
crual of interest)’’ after ‘‘aggregate principal amount’’, 
and raised maximum amount allowed for outstanding 
obligations issued by Association to $395,000,000. 

Pub. L. 94–210, § 604, substituted provisions authoriz-
ing $275,000,000 as maximum of aggregate amount of ob-
ligations outstanding at any one time and provisions 
relating to availability or issuance after Feb. 5, 1976, 
for provisions authorizing $1,500,000,000 as maximum of 
aggregate amount of obligations outstanding at any 
one time and provisions relating to limitations on 
amounts issued to Corporation and available for reha-
bilitation and modernization of rail properties. 

Subsec. (c). Pub. L. 94–210, § 607(k), inserted provisions 
relating to guarantees as general obligations of the 
United States and pledge of full faith and credit for 
payment. 

EFFECTIVE DATE OF 1980 AMENDMENT 

Amendment by Pub. L. 96–448 effective Oct. 1, 1980, 
see section 710(a) of Pub. L. 96–448, set out as a note 
under section 1170 of Title 11, Bankruptcy. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Amendment by Pub. L. 94–555 effective Oct. 1, 1976, 
see section 303 of Pub. L. 94–555, set out as a note under 
section 702 of this title. 

ABOLITION OF UNITED STATES RAILWAY ASSOCIATION AND 
TRANSFER OF FUNCTIONS AND SECURITIES 

See section 1341 of this title. 

APPLICABILITY OF NATIONAL ENVIRONMENTAL POLICY 
ACT 

Application of National Environmental Policy Act to 
actions of Commission not affected by title VI of Pub. 
L. 94–210, see section 619 of Pub. L. 94–210, set out as a 
note under section 791 of this title. 

§ 721. Loans 

(a) General 

The Association is authorized, in accordance 
with the provisions of this section and such 
rules and regulations as it shall prescribe, to 
make loans to the Corporation, the National 
Railroad Passenger Corporation, and other rail-
roads (including a railroad in reorganization 
which has been found to be reorganizable under 
section 77 of the Bankruptcy Act pursuant to 

section 717(b) of this title) in the region, for pur-
poses of achieving the goals of this chapter; to a 
State or local or regional transportation author-
ity pursuant to section 763 1 of this title; and to 
provide assistance in the form of loans to any 
railroad which (A) connects with a railroad in 
reorganization, and (B) is in need of financial as-
sistance to avoid reorganization proceedings 
under section 77 of the Bankruptcy Act. No such 
loan shall be made by the Association to a rail-
road 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 shall in no way be 
affected by this chapter. 

(b) Applications 

Each application for such a loan shall be made 
in writing to the Association in such form and 
with such content and other submissions as the 
Association shall prescribe to protect reason-
ably the interests of the United States. The As-
sociation shall publish a notice of the receipt of 
each such application in the Federal Register 
and shall afford interested persons an oppor-
tunity to comment thereon. 

(c) 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 ap-
propriate. Such loan shall bear interest at a rate 
not less than the greater of a rate determined by 
the Secretary of the Treasury taking into con-
sideration (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 obliga-
tions of the Association with remaining periods 
of maturity comparable to the average matu-
rities of such loans, plus such additional charge, 
if any, toward covering costs of the Association 
as the Association may determine to be consist-
ent with the purposes of this chapter. 

(d) Modifications 

The Association is authorized to approve any 
modification of any provision of a loan under 
this section, including the rate of interest, time 
of payment of interest or principal, 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 equi-
table and necessary or appropriate to achieve 
the policy declared in subsection (f) of this sec-
tion. Notwithstanding 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 rail-
road— 

(1) continue to make advances to such rail-
road pursuant to such loan, up to the total 
principal provided, as of November 8, 1978, 
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 ownership 
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plan, and (B) such continued advances will 
permit the continuation of rail service deter-
mined by the Association, in the Final System 
Plan or under the goals of this chapter, to be 
desirable; and 

(2) increase the principal amount of such 
loan to such railroad, in an amount not to ex-
ceed $7,500,000, only if the Association makes 
the finding referred to in paragraph (1)(B) of 
this subsection and determines that such rail-
road is making a good faith effort to establish 
an employee stock ownership plan for review 
and approval by the Association. Any such ap-
proval shall be conditioned upon a written 
commitment that by December 31, 1980, the 
railroad will adopt an employee stock owner-
ship plan which will acquire qualifying em-
ployer securities with a fair market value of 
$250,000. 

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

(e) Prerequisites 

The Association shall make a finding in writ-
ing, before making a loan to any applicant 
under this section, that— 

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

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

(3) the applicant has offered such security as 
the Association 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 chapter are reasonably likely to be 
achieved. 

(g) Pre-conveyance loans to Corporation 

During the period between the effective date 
of the final system plan and the date of the con-
veyance of rail properties pursuant to section 
743(b) of this title, the Association may make 
such loans in such 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 efficient 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 contin-
gencies, 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 Cor-
poration under this subsection be refinanced 
immediately out of the proceeds of the first 
sale by the issuance of debentures under sec-
tion 726 of this title. 

In order to assure that necessary funds are 
available to the Corporation for implementation 

of the final system plan, the Corporation is au-
thorized to accept such loans as may be ap-
proved 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 fidu-
ciary obligations imposed on the Corporation or 
its directors. For purposes of this subsection, 
the term ‘‘Corporation’’ includes a subsidiary of 
the Corporation. 

(h) Loans for payment of obligations 

(1)(A) The Association is authorized, subject 
to the limitations set forth in section 720(b) of 
this title, to enter into loan agreements, in 
amounts not to exceed, at any given time, 
$350,000,000 in the aggregate principal amount, 
with the Corporation, the National Railroad 
Passenger Corporation, and any profitable rail-
road to which rail properties are transferred or 
conveyed pursuant to section 743(b)(1) of this 
title, under which the Corporation, the National 
Railroad Passenger Corporation, and any profit-
able railroad entering into such agreement will 
agree to meet existing or prospective obliga-
tions of the railroads in reorganization in the 
region which the Association, in accordance 
with procedures established by the Association, 
determines 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 ordinary business relationships. Such obliga-
tions shall be limited to— 

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

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

(iii) payments to railroads for settlement of 
current interline accounts and all other cur-
rent accounts and obligations; 

(iv) claims of employees arising under the 
collective-bargaining agreements of the rail-
roads in reorganization in the region and sub-
ject to section 153 of this title (including 
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 
representatives for personal injuries or death 
and subject to the provisions of Employers’ Li-
ability Act (45 U.S.C. 51–60); 

(vi) amounts required for adequate funding 
of accrued pension benefits existing at the 
time of a conveyance or discontinuance of 
service under employee pension benefit plans 
described in section 775(a) 2 of this title; 

(vii) amounts required to provide adequate 
funding for payment, when due, of claims de-
riving from membership in any employee vol-
untary 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 reorga-
nization and employee members have made 
contributions; 

(viii) amounts required to provide adequate 
funding for continuation, by the Corporation, 
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of medical and life insurance coverage and 
benefits for retired employees of railroads in 
reorganization as required and limited by sec-
tion 743(b)(6)(B) of this title.3 

(ix) amounts required to discharge the obli-
gations of each such railroad in reorganization 
to nonemployee claimants for personal inju-
ries suffered during the period such railroad 
has been in reorganization; and 

(x) amounts required to discharge any obli-
gation of a railroad in reorganization in the 
region to the National Railroad Passenger 
Corporation, arising out of a contract between 
such railroad in reorganization and such Cor-
poration under which such railroad in reorga-
nization is required to provide a suitable rail 
passenger station, in any case in which such 
railroad in reorganization sold a rail passenger 
station pursuant to a judicial order of con-
demnation prior to April 1, 1976. 

(B) The Association shall make a loan pursu-
ant to subparagraph (A) of this paragraph if, 
notwithstanding any other requirement of this 
subsection, it finds that the Corpration,4 the Na-
tional Railroad Passenger Corporation, or a 
profitable railroad is entitled to a loan pursuant 
to section 743(b)(6), 774(e), or 774(g) 2 of this title, 
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 obliga-
tion was not included in the financial projec-
tions of the final system plan; 

(ii) such obligation arose from rail oper-
ations prior to the date of conveyance of rail 
properties pursuant to section 743(b)(1) of this 
title and is, under other applicable law, the re-
sponsibility of a railroad in reorganization in 
the region, and a claim is presented to a rail-
road in reorganization in the region, or the 
Corporation within 2 years after October 19, 
1976; 

(iii) the Corporation, the National Railroad 
Passenger Corporation, or a profitable railroad 
has advised the Association that the direct 
payment of such obligation by the Corpora-
tion, the National Railroad Passenger Cor-
poration, or a profitable railroad is for serv-
ices or materials, the furnishing of which 
served to avoid disruptions in ordinary busi-
ness relationships prior to the date of convey-
ance of rail properties pursuant to section 
743(b)(1) of this title, or is necessary to avoid 
postconveyance disruptions in ordinary busi-
ness relationships; 

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

(v) with respect to loans made to the Cor-
poration, the procedures to be followed by the 
Corporation, in seeking reimbursement from a 
railroad in reorganization in the region for an 
obligation paid on its behalf under this sub-
section, have been jointly agreed to by the Fi-
nance Committee and the Corporation, and 
the joint agreement— 

(I) provides for the Corporation to receive 
reimbursement from the Association for any 
expenses incurred in seeking reimbursement 

from any railroad in reorganization in the 
region for an obligation paid on its behalf 
under this subsection; and 

(II) includes a stipulation of the exact pro-
cedures 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 reorganiza-
tion in the region shall attempt to negotiate 
agency agreements with the Corporation, the 
National Railroad Passenger Corporation, or a 
profitable railroad for the processing of all ac-
counts receivable and accounts payable attrib-
utable to operations prior to the conveyance of 
property pursuant to section 743(b)(1) of this 
title and for the payment of only those accounts 
payable which relate to obligations of the es-
tates identified in paragraph (1) of this sub-
section. If any railroad in reorganization in the 
region fails to conclude such an agreement with-
in a reasonable time prior to such conveyance, 
the applicable reorganization courts, after giv-
ing all parties an opportunity to be heard, shall 
prescribe the terms of such an agency arrange-
ment by order, giving due consideration to the 
need, wherever possible, to make such agree-
ments uniform among the various estates. Noth-
ing in this subsection shall be construed as per-
mitting any district court of the United States 
having jurisdiction over the reorganization of a 
railroad in reorganization in the region to en-
join, restrain, or limit the Corporation, the Na-
tional Railroad Passenger Corporation, or a 
profitable railroad from applying, to payment of 
the obligations of the estates identified in para-
graph (1) of this subsection, amounts collected 
as (A) accounts receivable pursuant to this para-
graph, (B) cash or other current assets identified 
pursuant to paragraph (3) of this subsection, or 
(C) proceeds of loans pursuant to paragraph (1) 
of this subsection. Any agency agreement exe-
cuted prior to October 19, 1976, shall be deemed 
amended to the extent necessary to conform 
such agreement or order to the provisions of this 
paragraph. Nothing in this paragraph shall be 
construed to affect any payment made prior to 
October 19, 1976, with respect to obligations 
other than those identified in paragraph (1) of 
this subsection. 

(3) The Association may, not less than 30 days 
prior to the date of conveyance pursuant to sec-
tion 743(b)(1) of this title, petition each district 
court of the United States having jurisdiction 
over the reorganization of a railroad in reorga-
nization in the region for an order, which shall 
be entered prior to such conveyance, and 
which— 

(A) identifies that cash and other current as-
sets of the estate of such railroad which shall 
be utilized to satisfy obligations of the estates 
identified in paragraph (1) of this subsection; 
and 

(B) provides for the application by the trust-
ees of such railroads and their agents, consist-
ent with the principles of reorganization under 
section 77 of the Bankruptcy Act and with the 
agency agreement specified in paragraph (2) of 
this subsection, of all such current assets, in-
cluding cash available as of or subsequent to 
such date of conveyance, to the payment in 
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the postconveyance period of the obligations 
of the estates identified in paragraph (1) of 
this subsection. 

(4)(A) Each obligation of a railroad in reorga-
nization in the region which is paid with finan-
cial assistance under paragraph (1) of this sub-
section shall be processed, on behalf of such rail-
road, 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 Corpora-
tion, the National Railroad Passenger Corpora-
tion, or a profitable railroad, whichever is ap-
propriate, if— 

(i) such obligation is deemed by the Corpora-
tion, the National Railroad Passenger Cor-
poration, or a profitable railroad, whichever is 
appropriate, to have been, on the date of con-
veyance of rail properties pursuant to section 
743(b)(1) of this title, the obligation of a rail-
road in reorganization in the region; 

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

(iii) the district court of the United States 
having jurisdiction over such railroad in reor-
ganization in the region approves such obliga-
tion as a valid administrative claim against 
such railroad; 

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 Corporation, the National Railroad 
Passenger Corporation, and a profitable railroad 
concerning which of them shall process and pay 
any particular obligation on behalf of a particu-
lar railroad in reorganization. 

(C) The Corporation, the National Railroad 
Passenger Corporation, or a profitable railroad 
shall have a direct claim, as a current expense of 
administration, for reimbursement from the es-
tate 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 railroad, as the case may be. The 
right of the Corporation or the National Rail-
road Passenger Corporation to receive reim-
bursement under this subparagraph from the es-
tate of a railroad in reorganization in the region 
shall be reduced by the amount, if any, of loans, 
plus interest forgiven under paragraph (5) of this 
subsection. 

(D)(i) Except as provided in clause (ii) of this 
subparagraph, any funds held in an escrow ac-
count by a railroad in reorganization on October 
19, 1976, 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; 

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

(III) third, to the payment of any remaining 
obligations of such railroad in reorganization, 
in accordance with the provision of the agency 
agreement entered into pursuant to paragraph 
(2) of this subsection. 

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

(5)(A) If, at any time, the Finance Committee 
of the Association determines that the failure of 
the Corporation to receive full reimbursement 
with interest from the estate of a railroad in re-
organization in the region for any obligation of 
such estate paid pursuant to this subsection 
could adversely affect the fairness and equity of 
the transfers and conveyances pursuant to sec-
tion 743(b)(1) of this title, 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 Cor-
poration 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 
railroad in reorganization may be entitled to as-
sert against the Corporation, the National Rail-
road Passenger Corporation, the Association, or 
the United States. 

(B) The direct claim of the Association under 
this paragraph, and any direct claim authorized 
under paragraph (4) of this subsection, shall be 
prior to all other administrative claims of the 
estate 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 Pas-
senger Corporation, or a profitable railroad, as 
the case may be, shall, with respect to each di-
rect claim for reimbursement pursuant to para-
graph (4) of this subsection, file a proof of ad-
ministrative expense claim with the trustees of 
the railroad in reorganization from whom reim-
bursement is sought. Each such proof of admin-
istrative expense claim shall set forth, by cat-
egory and amount, the obligations of such rail-
road in reorganization which were paid pursuant 
to such paragraph (4). 

(6)(A) Notwithstanding any other provision of 
this subsection, the Association shall forgive 
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any loan made to the Corporation or the Na-
tional Railroad Passenger Corporation pursuant 
to this subsection, plus accrued interest there-
on, 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 affirm-
ative finding, with respect to such loan or por-
tion thereof, that— 

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

(II) the failure of the Association to for-
give such loan or portion thereof will not ad-
versely affect the ability of the Corporation 
to become financially self-sustaining; 

(ii) the Finance Committee so directs the 
Association; and 

(iii) neither House of the Congress dis-
approves such affirmative finding and direc-
tion, in accordance with the following provi-
sions of this paragraph. 

A copy of each such finding, the reasons there-
for, and such direction made by the Finance 
Committee, together with the comments and 
recommendations thereon of the Board of Direc-
tors 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 Fi-
nance Committee. Each such finding and direc-
tion so transmitted shall become effective im-
mediately, 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 procedures specified in section 688 of title 2. 
For purposes of this paragraph, continuity of 
session of Congress is broken only in the cir-
cumstances described in section 682(5) of title 2. 

(B) The Association shall have a direct claim, 
as a current expense of administration of the es-
tate of the railroad in reorganization whose ob-
ligations were paid with the proceeds of loans 
forgiven 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 counterclaim which the estate of such 
railroad in reorganization may be entitled to as-
sert against the Corporation, the National Rail-
road Passenger Corporation, the Association, or 
the United States. The direct claim of the Asso-
ciation under this paragraph shall be prior to all 
other administrative claims of the estate of the 
railroad in 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’’ includes a subsidiary of the Cor-
poration. 

(Pub. L. 93–236, title II, § 211, Jan. 2, 1974, 87 Stat. 
1001; Pub. L. 94–5, § 5, Feb. 28, 1975, 89 Stat. 8; 
Pub. L. 94–210, title VI, § 606, Feb. 5, 1976, 90 Stat. 
92; Pub. L. 94–555, title II, §§ 203(a)–(d), 220(a), 

Oct. 19, 1976, 90 Stat. 2617, 2619, 2620, 2629; Pub. L. 
95–611, § 3(a), Nov. 8, 1978, 92 Stat. 3089; Pub. L. 
96–73, title II, § 204(b), Sept. 29, 1979, 93 Stat. 556; 
Pub. L. 96–101, § 23, Nov. 4, 1979, 93 Stat. 746; Pub. 
L. 96–448, title IV, §§ 407, 408, Oct. 14, 1980, 94 
Stat. 1948; Pub. L. 105–178, title VII, § 7203(b)(3), 
June 9, 1998, 112 Stat. 477.) 

REFERENCES IN TEXT 

Section 77 of the Bankruptcy Act, referred to in sub-
secs. (a) and (h)(3)(B), was classified to section 205 of 
former Title 11, Bankruptcy. The Bankruptcy Act (act 
July 1, 1898, ch. 541, 30 Stat. 544, as amended) was re-
pealed effective Oct. 1, 1979, by Pub. L. 95–598, §§ 401(a), 
402(a), Nov. 6, 1978, 92 Stat. 2682, section 101 of which en-
acted revised Title 11. For current provisions relating 
to railroad reorganization, see subchapter IV (§ 1161 et 
seq.) of chapter 11 of Title 11. 

Section 763 of this title, referred to in subsec. (a), was 
repealed by Pub. L. 94–210, title VIII, § 806, Feb. 5, 1976, 
90 Stat. 143, eff. Apr. 1, 1978. 

The Employers’ Liability Act (45 U.S.C. 51–60), re-
ferred to in subsec. (h)(1)(A)(v), is act Apr. 22, 1908, ch. 
149, 35 Stat. 65, as amended, and is classified generally 
to chapter 2 (§ 51 et seq.) of this title. For complete 
classification of this Act to the Code, see Short Title 
note set out under section 51 of this title and Tables. 

Sections 774 and 775 of this title, referred to in sub-
sec. (h)(1)(A)(vi), (B), were repealed by Pub. L. 97–35, 
title XI, § 1144(a)(1), Aug. 13, 1981, 95 Stat. 669. 

CODIFICATION 

In the closing par. of subsec. (h)(6)(A), ‘‘section 688 of 
title 2’’ and ‘‘section 682(5) of title 2’’ substituted for 
‘‘section 1017 of the Congressional Budget and Impound-
ment Control Act of 1974 (31 U.S.C. 1407)’’ and ‘‘section 
1011(5) of that Act (31 U.S.C. 1401(5))’’, respectively, to 
reflect the transfer of sections 1407 and 1401 of former 
Title 31, Money and Finance, to sections 688 and 682 of 
Title 2, the Congress. 

AMENDMENTS 

1998—Subsec. (i). Pub. L. 105–178 struck out heading 
and text of subsec. (i). Text read as follows: ‘‘Upon ap-
plication by the Corporation or any other railroad, the 
Secretary shall, pursuant to the provisions of and with-
in the obligational limitations contained in sections 
831 through 833 of this title, guarantee obligations of 
the Corporation or such railroad for the purpose of 
electrifying high-density mainline routes if the Sec-
retary finds that such electrification will return oper-
ating and financial benefits to the Corporation or such 
railroad and will facilitate compatibility with existing 
or renewed electrification systems. Upon application 
by the Corporation or by any railroad in reorganization 
in the region which receives a loan under subsection (a) 
of this section, the Secretary shall, pursuant to the 
provisions of and within the obligational limitations 
contained in sections 831 through 833 of this title, guar-
antee obligations of the Corporation or such railroad 
for purposes of making capital improvements to coal 
export facilities. The aggregate unpaid principal 
amount of obligations which may be guaranteed by the 
Secretary under this paragraph shall not exceed 
$200,000,000 at any one time.’’ 

1980—Subsec. (d). Pub. L. 96–448, § 408, substituted 
‘‘Association is not required to make the findings with 
respect to subsections (e)(3) and (f) and may’’ for ‘‘Asso-
ciation may’’ in provision preceding par. (1), 
‘‘$7,500,000’’ for ‘‘$4,000,000’’ in par. (2), and ‘‘December 
31, 1981’’ for ‘‘December 31, 1980’’ in provision following 
par. (2). 

Subsec. (i). Pub. L. 96–448, § 407, substituted ‘‘Corpora-
tion or any other railroad, the Secretary’’ for ‘‘Cor-
poration, the Secretary’’, ‘‘Corporation or such railroad 
for the purpose’’ for ‘‘Corporation for the purpose’’, and 
‘‘Corporation or such railroad and will facilitate’’ for 
‘‘Corporation and will facilitate’’ and inserted provi-
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sion authorizing the Secretary, upon application and 
with regard to obligational limitations, to guarantee 
obligations of the Corporation or such railroad for the 
purposes of making capital improvements to coal ex-
port facilities. 

1979—Subsec. (d)(2). Pub. L. 96–101 substituted 
‘‘$4,000,000’’ for ‘‘$2,000,000’’, ‘‘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’’ for ‘‘and such railroad has in effect 
an employee stock ownership plan which has been ap-
proved by the Association’’, and ‘‘December 31, 1980’’ 
for ‘‘December 31, 1979’’ and inserted provision requir-
ing that any such approval be conditioned upon a writ-
ten commitment that by December 31, 1980, the rail-
road will adopt an employee stock ownership plan 
which will acquire qualifying employer securities with 
a fair market value of $250,000. 

Subsec. (h)(1)(A)(viii). Pub. L. 96–73, § 204(b)(1), sub-
stituted ‘‘funding for continuation, by the Corporation, 
of medical and life insurance coverage and benefits for 
retired employees of railroads in reorganization as re-
quired and limited by section 743(b)(6)(B) of this title’’ 
for ‘‘funding for payment, when due, of medical and life 
insurance benefits for employees (whether or not their 
employment was governed by a collective bargaining 
agreement) on account of their service with a railroad 
in reorganization prior to the date of conveyance pur-
suant to section 743(b)(1) of this title, and for individ-
uals who retired, prior to such date of conveyance, 
from service with a railroad in reorganization’’. 

Subsec. (h)(6). Pub. L. 96–73, § 204(b)(2)(A)–(C), redesig-
nated existing provisions as subpar. (A), and in subpar. 
(A) as so redesignated, redesignated former subpars. (A) 
to (C) as cls. (i) to (iii), respectively, and former cls. (i) 
and (ii) of former subpar. (A) as subcls. (I) and (II) of cl. 
(i), respectively, and added subpar. (B). 

1978—Subsec. (d). Pub. L. 95–611 inserted provision au-
thorizing increase of loans to railroads until Dec. 31, 
1979. 

1976—Subsec. (g). Pub. L. 94–210 added subsec. (g). 
Subsec. (h). Pub. L. 94–210 added subsec. (h). 
Subsec. (h)(1). Pub. L. 94–555, § 203(a), increased aggre-

gate principal amount of loan agreements, at any given 
time, to $350,000,000; substituted ‘‘such railroads in re-
organization’’ for ‘‘the transferors’’ after ‘‘railroad, in 
behalf of’’; struck out ‘‘and obligations’’ after ‘‘all 
other current accounts’’; inserted ‘‘(including claims 
for accrued vacation and wages and similar claims aris-
ing in connection with labor and services performed)’’ 
after ‘‘section 153 of this title’’; added clauses (vii) to 
(x) to subpar. (A); authorized Association to make 
loans pursuant to subpar. (A), as amended, and inserted 
reference to section 743(b)(6) of this title; inserted pro-
visions that claim arising prior to conveyance of rail 
properties must be presented to a railroad in reorga-
nization in the region, or the Corporation within 2 
years after Oct. 19, 1976, and that loan requested is for 
direct payment made for services or materials, the fur-
nishing of which avoided disruption of ordinary busi-
ness relationships prior to date of conveyance or made 
to avoid postconveyance disruptions; and added subcls. 
(I) and (II) to cl. (V) relating to provisions to be in-
cluded in joint agreement between Finance Committee 
and the Corporation. 

Subsec. (h)(2). Pub. L. 94–555, § 203(b), inserted ‘‘and 
for the payment of only those accounts payable which 
relate to the obligations of the estates identified in 
paragraph (1) of this subsection’’ after ‘‘section 743(b)(1) 
of this title’’, and inserted provisions relating to the ju-
risdiction of district courts in railroad reorganization 
proceedings. 

Subsec. (h)(4)(D). Pub. L. 94–555, § 203(c), added subpar. 
(D). 

Subsec. (h)(5)(B). Pub. L. 94–555, § 203(d), inserted pro-
visions relating to filing proof of claim for administra-
tive expense. 

Subsec. (h)(6)(A)(i). Pub. L. 94–555, § 220(a), substituted 
‘‘paragraph (1)(B)(v)’’ for ‘‘paragraph (1)(E)’’. 

Subsec. (i). Pub. L. 94–210 added subsec. (i). 

1975—Subsec. (a). Pub. L. 94–5, § 5(a), substituted ‘‘for 
purposes of achieving the goals of this chapter’’ for ‘‘for 
purposes of assisting in the implementation of the final 
system plan’’. 

Subsec. (e)(1). Pub. L. 94–5, § 5(b), substituted 
‘‘achieve the goals of this chapter’’ for ‘‘carry out the 
final system plan’’. 

Subsec. (f). Pub. L. 94–5, § 5(c), substituted ‘‘goals of 
this chapter’’ for ‘‘goals of the final system plan’’. 

EFFECTIVE DATE OF 1980 AMENDMENT 

Amendment by Pub. L. 96–448 effective Oct. 1, 1980, 
see section 710(a) of Pub. L. 96–448, set out as a note 
under section 1170 of Title 11, Bankruptcy. 

EFFECTIVE DATE OF 1979 AMENDMENT 

Amendment by Pub. L. 96–73 effective Nov. 4, 1978, see 
section 501(b) of Pub. L. 96–73, set out as a note under 
section 743 of this title. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Amendment by Pub. L. 94–555 effective Oct. 1, 1976, 
see section 303 of Pub. L. 94–555, set out as a note under 
section 702 of this title. 

ABOLITION OF UNITED STATES RAILWAY ASSOCIATION AND 
TRANSFER OF FUNCTIONS AND SECURITIES 

See section 1341 of this title. 

APPLICABILITY OF NATIONAL ENVIRONMENTAL POLICY 
ACT 

Application of National Environmental Policy Act to 
actions of Commission not affected by title VI of Pub. 
L. 94–210, see section 619 of Pub. L. 94–210, set out as a 
note under section 791 of this title. 

§ 722. Records, audit, and examination 

(a) Records 

Each recipient of financial assistance under 
this subchapter, 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 re-
cipient of the proceeds of such assistance and 
such other records as will facilitate an effective 
audit. 

(b) Audit and examination 

The Association, the Secretary, and the Comp-
troller General of the United States, or any of 
their duly authorized representatives shall, 
until the expiration of 3 years after the imple-
mentation of the final system plan, have access 
for the purpose of audit and examination to any 
books, documents, papers, and records of such 
recipients which in the opinion of the Associa-
tion, the Secretary, or the Comptroller General 
may be related or pertinent to the loans, obliga-
tions or other arrangements referred to in sub-
section (a) of this section. The Association or 
any of its duly authorized representatives shall, 
until any financial assistance received under 
this subchapter has been repaid to the Associa-
tion, have access to any such materials which 
concern any matter that may bear upon— 

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

(2) the effectiveness with which the proceeds 
of such assistance is used; and 

(3) the implementation of the final system 
plan and the realization of the declaration of 
policy of this chapter. 
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