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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

SEP 29 1976

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 13325 - Supplemental Authorizations

for the U.S. Railway Association
Sponsor - Rep. Staggers (D) West Virginia and 3 others

last Day for Action

October 5, 1976 - Tuesday

Purpose

Authorizes appropriations of $20 million through fiscal year 1977 for

the U.S. Railway Association; and makes a number of amendments to

the Regional Rail Reorganization Act of 1973 to facilitate implementation
of the restructuring of bankrupt railroads in the Northeast and Midwest.

Agency Recommendations

Office of Management and Budget Approval
Department of Transportation Approval
United States Railway Association Approval
Discussion

H.R. 13325 would authorize appropriations of $20 million for the period
from May 1, 1976, through September 30, 1977, for the United States
Railway Association (USRA) to carry out certain administrative
responsibilities. The funds, to remain available through fiscal year
1978, would allow USRA to:

-— modify the Final System Plan for reorganizing the bankrupt
railroads of the Northeast and Midwest; this modification is
required because of the decision of the Chessie System and
Southern Railroad not to acquire the properties originally
contemplated.



~- increase monitoring of the Consolidated Railroad Corporation
(ConRail) and make loans for preconveyance debts of the bankrupt
railroads, a new responsibility assigned to USRA by the
Railroad Revitalization and Regulatory Reform Act of 1976

(P.L. 94-210).

— assume the major responsibility for the United States in
defending the reorganization process in the courts fraom legal
challenges.

This authorization would result in total authorizations of $65.8 million
for USRA through 1977. All except $1.3 million of this amount has already
been appropriated by the Congress, in accordance with Administration
requests.

The bill would also make a number of amendments to the Regional Rail Reor-
ganization Act of 1973 (P.L. 93-236), the original implementing
legislation for USRA and ConRail, as it was later amended by P.L. 94-210.
These amendments are mainly designed to make possible a transfer of pro-
perties to the State of Rhode Island which was contemplated by the

Final System Plan but which was not campleted for various reasons.

The amendments would clarify that the existing protection for ConRail

or other transferees (including a State) against deficiency judgments
applies to all actions on all properties transferred pursuant to the
Final System Plan to meet the needs of comuter or intercity rail
passenger service. The Constitution of the State of Rhode Island
prohibits the State fraom accepting a liability of an unspecified

nature and thus prevented it from accepting transfer of the properties,
with its associated potential adverse court decision on liability.

In addition, the date on which properties may be transferred under

the Final System Plan would be extended until 7 days after enactment

of the enrolled bill, in order to allow the transfer to Rhode Island

to take place, since the original expiration date for transfers has
passed.

Finally, H.R. 13325 would amend P.L. 93-236 to provide that the current

exemption from State and local taxes on transfers of property made

under that Act would also apply to any transfers made at any time to
out the rehabilitation of the Northeast Corridor called for by

carry
P.L. 94-210. .
7

James T. Lynn
Director

Enclosures






EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

SEP 29 1976

MEMORENDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 13325 ~ Supplemental Authorizations

for the U.S. Railway Association
Sponsor ~ Rep. Staggers (D) West Virginia and 3 others

last Day for Action

October 5, 1976 ~ Tuesday

Purpose

Authorizes appropriations of $20 million through fiscal year 1977 for
the U.S. Railway Association; and makes a number of amendments to

the Regional Rail Reorganization Act of 1973 to facilitate implementation
of the restructuring of bankrupt railroads in the Northeast and Midwest.

Agency Recommendations

Office of Management and Budget Approval
Department of Transportation : . RApproval
United States Railway Association Approval
Discussion

H.R. 13325 would authorize appropriations of $20 million for the period
from May 1, 1976, through September 30, 1977, for the United States
Railway Association (USRA) to carry out certain administrative
responsibilities. The funds, to remain available through fiscal year
1978, would allow USRA to:

-~ modify the Final System Plan for reorganizing the bankrupt
railroads of the Northeast and Midwest; this modification is
required because of the decision of the Chessie System and

Southern Railroad not to acquire the properties originally
contemplated.






THE SECRETARY OF TRANSPORTATION
_WASHINGTON, D.C. 20590

SEP 2 3 1306

Honorable James T. Lynn
Director

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

Dear Mr. Lynn:

This is in response to your request for the views of the
Department on H.R. 13325, an enrolled bill

"To amend the Regional Rail Reorganization
Act of 1973, to authorize additional appro-
priations for the United States Railway
Association, and for other purposes."”

The first section of the enrolled bill amends section

214 (c) of the Regional Rail Reorganization Act of 1973
("RRRA") to authorize $20 million to be appropriated to
the Association for the period beginning May 1, 1976,

and ending September 30, 1977. Sums appropriated are

to remain available until September 30, 1978, The Depart-
ment has no objection to this amendment.

Section 2 of the bill amends section 206 (d) (5) of the
RRRA to make clear that the Corporation, its Board of
Directors, and its individual members shall not be liable
to anyone solely by reason of the transfer of property

by the Corporation pursuant to section 303 of the RRRA

to meet the needs of commuter or intercity rail passenger
service. Similarly, section 3 of the bill amends section
303 (c) (5) of the RRRA to make clear that the deficiency
judgment protection established by this section covers
purchasers of rail properties which were ordered to be
transferred by the special court pursuant to section
303(b) (1) of the RRRA,



Section 4 of the enrolled bill adds a new paragraph (7)

to section 206 (d) of the RRRA to extend for seven days

after enactment of this paragraph, the option date for

a State (or a local or regional transportation authority)

to acquire rail properties designated under section 206 (c) (1) (D).
This provision would permit ConRail to transfer to the

State of Rhode Island certain properties in that state.

Finally, section 5 of the enrolled bill would amend sec-
tion 303 (e) of the RRRA to apply the state and local tax
exemption available for transfers of property under the
RRRA to any transfers of properties made at any time to
carry out the Northeast Corridor project.

The Department supports sections 2 through 5 of the en-
rolled bill as measures which will facilitate the imple-
mentation of the final system plan developed pursuant

to the RRRA., Accordingly, the Department recommends that
the President sign the enrolled bill.

Sincerely,

William T. Coleman, Jr.



United States Railway Association
2100 Second Street, SW.

Washington, D.C. 20595
(202) 426-1991

Arthur D. Lewis
Chairman of the Board

September 21, 1976

Mr. James M. Frey

Assistant Director for Legislative Reference
Office of Management and Budget

Washington, D. C.

Dear Mr. Frey:

In accordance with your request to have the views and
recommendations of this Association on the enrolled bill,
H.R. 13325, authorizing $20,000,000 to be appropriated to
the Association for purposes of carrying out its administra-
tive expenses, and for other purposes, this letter is to ad-
vise you the Association concurs with the provisions con-
tained in the enrolled bill and urges it be signed into law
at the President's earliest convenience.

Sincerely,

Khtnar
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THE WHITE HOUSE

" ACTION MEMORANDUM WASHINGTON LOG NO.:
Date: September 29 Time: 145pm
FOR ACTION: Judy Hope ce (for information): Jack Marsh
Max Friedersdorf Jim Connor
Bobbie Kilberg Ed Schmults

Bill Seidman

FROM THE STAFFT SECRETARY

DUE: Duh:September 29 : Time: asap

SUBJECT:

H.R. 13325-Supplemental Authorizations for
U.S. Railway Association

- ACTION REQUESTED:

For Your Recommendations

For Necessary Action

Prepare Agenda and Brief Draft Reply

X For Your Comments Draft Remarks

REMARKS:
please return to judy johnston,ground floor west wing

Approved - Bobbie Kilberg

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please James M. Cannoit
telephone the Staff Secrotary immediately. For the President
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THE WHITE HOUSE

. ACTION MEMORANDUM WASHINGTON LOG NO.:
Date: September 29 Time: 145pm
FOR ACTION: Judy Hope cc (for information): Jack Marsh
Max Friedersdorf Jim Connor
Bobbie Kilberg Ed Schmults

Bill Seidman

FROM THE STAFF SECRETARY

DUE: Date:September,%ga ‘ Time: asap
SUBJECT:

H.R. 13325-Supplemental Authorizations for
U. S Railway Association . /

ACTION REQUESTED:

For Your Recommendations

For Necessary Action

Prepare Agenda and Brief Draft Reply

For Your Comments Druft Remarks

REMARKS:
please return to judy johnston,ground floor west wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please James M. Cannoit
telephone the Staff Secretary immediately. For the President
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THE WHITE HOUSE
. ACTION MEMORANDUM WASHINGTON LOG NO.:
Date: September ijd Time: 145pm
FOR ACTION: Judy H?Pe cc (for information): Jack Marsh
Max Friedersdorf Jim Connor
Bobbie Kilberg Ed Schmults

Bill Seidman’

FROM THE STAFF SECRETARY

DUE: Date: September z}d Time: asap
SUBJECT:

H.R. 13325-Supplemental Authorizations for.
U.S. Railway Association

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

% .
For Your Comments Draft Remarks

REMARKS:
please return to jrdy johnston,ground floor west wing

. “ -
(V@ | \4ca:3(§(’/
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please James U. Cannoit
telephone the Staff Secretary immediately. For the President
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Max Friedersdorf Jim Connor
Bobbie Kilberg Ed Schmults

Bill Seidman

FROM THE STAFF SECRETARY

30 Time:

DUE: Date: September 23 ‘ asap

SUBJECT':

H.R. 13325-Supplemental Authorizations for
U.S. Railway Association

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

For Your Comments Draft Rermarks

REMARKS:
please return to judy johnston,ground floor west wing
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipale a
delay in submitting the required material, please Jenes H. Cannot
telephone the Staff Secretary immediately. For th? President



94t CONGRESS } HOUSE OF REPRESENTATIVES ReporT
2d Session B No. 94-1124

U.S. RAILWAY ASSOCIATION AUTHORIZATION

Max 12, 1976.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. StaceErs, from the Committee on Interstate and Foreign™ -
Commerce, submitted the following

REPORT

(including cost estimates and comparison of the Congressional
Budget Office)

[

[To accompany H.R, 133251

The Committee on Interstate and Foreign Commerce, to whom was
referred the bill (FL.R. 13325) to amend the Regional Rail Reorganiza-
tion Act of 1973 to authorize additiona] appropriations for the United
States Railway Association, having considered the same, report favor-
- ably thereon with an amendment and recommend that the bill as
amended do pass. .

The amendment is as follows:

Page 2, line 3, strike out “expended” and insert in lieu thereof
“September 30, 1978”.

CouMMITTEE AMENDMENT

““The full Committee adopted one amendment which is included in
the reported bill. .

The full Committee deleted from the introduced bill a provision
that allowed sums appropriated under it to remain available until
expended. In lieu of this provision, the Committee included a new
provision that . would authorize such sums to remain available only
until September 30, 1978, The Committee felt this approach to be
the better one, for it will encourage a review of USRA administrative
expenditures by that date before more money is authorized.

CoMyrrrer AcTiON

The Subcommittee on Transportation and Commerce held Public
Hearings April 28, 1976, on H.R. 13325, Testimony was received from
the United States Railway Association, . o

57-006




The Subcommittee met in open markup session on the same day and
ordered H.R. 13325 reported to the full Committee.

The full Committee on Interstate and Foreign Commerce met in
open markup session on May 5, 1976, and with a quorum present, by
voice yote, ordered the bill reported to the House of Representatives
with an amendment. o ' T

SuMMary .o ReporrEd BriL

The' réported bill' dmends section 214(c) of the Regional Rail Re-
organization Act of 1973 to authorize $20 million for administrative
expenses of the U.S. Railway Asseciation {USRA) for the period of
May 1, 1976, to September 30, 1977. Funds appropriated under this
sectign are authgrized to remain available until September 30, 1978.

L Wiat taE Brrn Does

The reported bill is designed to help the United States Railway
Association administer its duties to"develop plans and estimates for
a revision in the Consolidated Rail Corporation (reflecting.a modi-
fication of the Final System Plan due to the withdrawal of the Chessie
System and the Southern RAil¥oad fréom the reorganization process),
to monitor the activities of, ConRail, and to prepare the defense of
the reorganization of the bahkrupt railroadsin the courts. It author-
1zes sums as are necessary, not to exceed $20,000,000, for the period be-
gitihing Mdy 1./1976 and ending September- 80, 1977. By making an
authorization of funds for this specific period, H.R. 13325 enables fu=
ture' atithorizations to be inade on s continuing basis, if necessary.
Suiis appropriated ander this measiire are authorized to remain avail-
!ﬁb]é‘u‘ﬁtiESeptember'30’,"1978. R R R N

e . .BacxeroUXND AND NgED - -

Anthorizing legislation for the United States Railway -Association
(USRA) contains a ceiling of $54 million for administrative expenses.

Forty million dollars was.appropriated to and obligated by USRA
k)efore»the end of March, 1976. After the authorization was increased
rom ‘$40 million to $54 million early in 1976, Congress appropriated
$5.8 million of the $14 million increase when it enacted H. J. Res. 801
at the end of March, 1976. o
. The authorization figure of H.R. 13325 represents a $20 million
jncrease in apprapriation figures ($45.8 million appropriated to date,
$65.8 million requested), but only $11.8 million increase in authorjza-
tions fizires ($54 million authorized to date, $65.8 million requested).

“In wddition, USRA recently requested a $6.7 million supplemental
appropriation for the period of May through September, 1976. The
House appropriated $6 million in its Second Supplemental, H.R.
13172; the Senate has not yet acted upon the measure. This supple-
mental appropriation would be charged against the $20 million au-
thorizatien contained in H.R. 13325.

The Committee feels this increase in the authorization for admin-
istrative expenses is necessary at this time due to the substantial
increase in the duties to be performed by USRA. These duties include

H.B. 1124
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1) modification of the Final System Plan for reorganizing the na-
tion’s railrogds, required by the withdrawal of the Chessie’ System
and the Southern Railroad from the reorganization process:: (2}
(2) increased monitoring of the Consolidated Rail Corporation (Coti-
Rail), as required by t‘%le« Railroad Revitalization and Regulatory
Reform Act of 1976; and (3) proper defense of the fairness and equity
of the Final System Plan in the courfs. -~ = . :
., The failure of the Chessie' management and Southern Railroad
‘to purchase certain major rail-properties during the rail recrganiza-
tion process resulted in the implementation of the alternative struc-
ture for ConRail, as presented in the Final System Plan. USRA
must now undertake a substantial and complicated refinement of oper-
ating and financial ‘plans for the “revised” ConRail. This will involve
new projections ‘of traflic, operating expenses, revenue, and capital
‘investment.‘Operational and financial models used to predict ConRail
‘activity and profitability will have to be reviewed. Revision of plans
for blocking and scheduling, utilization of rolling stock, and main-
tenance and rehabilitation of plant and equipment will also be needed.
The Committee has estimated that $0.3 million is required to com-
‘plete the financial and operational detail for the “revised” ConRail
structure. - R T o Ty
The  Railroad Revitalization and Regulatory Reform Act of 1976
(Public Law 94-210) was enacted on February 5, 1976. By virtue
of that Act, the USRA Board of Directors (and the Findnce Com-
mittee thereof) will both serve as’'a “banker” for ConRail and as
a “monitor” of its performance and progress toward financial self-
sufficiency within the limits of the authorized Federal investment.
-~ As “banker”? and “monitor”, USRA will make quarterly determina-
tions concerning the amount of USRA’ investment in ConRail securi-
ties for that quarter year. This will necessitate a quarterly review
of ConRail’s compliance with covenants concerning financial man-
agement, performance, reporting and recordkeeping. This quarterly
review by USRA of operating results and ConRail’s annual 5-year.
business plan will help assure that the Government’s investment in
ConRail is utilized to establish'a profitable, private seetor railroad.” -
Under section 211 of the Regional Rail Reorgahization Aet of 1973,
USRA was to make loans to provide ConRail with the funds needed
for rehabilitation of plant and equipment. Under the Railroad Re-
vitalization and Regulatory Reform Act of 1976, this goal is achieved
1inder section 216, swhich deals with the purchase of ConRail securities.
The revised section 211 provides $230 million in loan authority for
the payment of certain pre-conveyance obligations of the bankrupt
estates so that the start-up of ConRail would not be disrupted. USRA,
in administering this loan program, will have to review working capi-
tal accounts of the estates, prepdre criteria and procedures, monitor
the actions of the borrowers and take action where required to recover
the amount of the loan plus interest. A ’
" The new law also provides authority for supplemental transactions
to accomplish further restructuring of the railroadsin the region. Re-
finement and updating of existing USRA data would be necessary
when a specific proposal is under consideration. There is no present
estimate of the size of this workload. :

H.R. 1124
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Other duties for USRA under this new legislation include assistance
to the Department of Transportation in negotig,ting initial operating
and lease agreements on light density lines with State, regional, or
Jocal transportation authorities and the conversion of rail rights-of-
way on discontinued lines to other uses. These duties are not expected
to create a large workload for USRA.

Finally, the new law requires an annual report by USRA to Con-
gress on the performance of ConRail. This report would entail a fi-
nancial evaluation of the progress of ConRail in terms of the Regional
Rail Reorganization Act and the Final System Plan.

The Committee has estimated $2 million will be needed by USRA
to monitor ConRail and conclude the section 211 loan program.

USRA is the principal party in one of the largest, most complicated,
and important lawsuits concerning property evaluation ever to come
before the courts and potential Government financial responsibility is
very great. '

The outcome of this case in addition to being significant to the parties
involved, will play an important role in future Government assistance
to financially threatened industries. An unsuccessful result in the liti-
gation could mean a Government liability for billions of dollars beyond
those already envisioned in the Final System Plan and Regional Re-
organization Act. o ‘

Several primary issues are: (1) ConRail earnings projection; (2)
property inventory; (3) property evaluation; (4) allocation of secu-
rities; and (5) scope of legal opposition.

USRA will be required to defend, revise and update the earnings
projection of -ConRail, particularly concerning ConRail securities.
Revisions of operating plans due to actual experience and predictions
of ConRail’s future will be two of the many issues confronting USRA
in the complex adjudication. - ,

The properties involved pose a large inventory task in that there are
48,000 miles of track, 400,000 acres of land, 185,000 pieces of rolling
stock and about 4,000 buildings. Onisite review to verify inventories
will be necessary. i

One crucial issue involved is the values that will finally be assigned
to the properties acquired by ConRail. For example, the Penn Central
Trustees assess the value of their rail properties to be in excess of $7
billion. USRA, on the other hand, has reached a figure of less than $690
million. Various approaches to evaluating these properties exist. One
approach is the determination of net liquidation values (NLV). New
methods of scrapping property, new evidence of prices and the figures
for NLV as determined by the estates are factors of the problem to
which USRA must respond. The determination of NLV by the Special
Court will affect the Certificates of Value which, according to the pro-
visions of the Railroad Revitalization and Regulatory Reform Act of
1976, bear guaranteed values based on the NLV.

There are those who contend the NLV evaluation cannot be lower
than the “going concern value”, since some properties allegedly are
“profitable” as separate entities. USRA will have to make operational
and financial studies of such claims.

In addition to these approaches, other theories of physical value will
be presented in the litigation to evaluate these properties. To each

H.R. 1124
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theory, USRA must develop factual and analytical responses. As new
questlons arise during the proceedings, new studies will have to be
initiated. ,

An issue in this litigation that will be of ongoing concern to USRA
is the allocation of securities among the transferors. If the Special
Court bases its outcome on revised projections of ConRail’s earnings,
then new segregation studies may be needed based on these new pro-
jections. , ;

Further, as more detailed information on individual transfers is
developed, USRA will have to review the allocation of securities.

The Committee feels $9.8 million is necessary for USRA to prepare
for the legal defense of the rail reorganization, which, as explained
will be very complex.

More than 40 law firms have been retained by the estates and credi-
tors to defend their interests in the reorganization. The Committee
roughly and conservatively estimates that $25 million is being paid
annually for legal counsel to oppose the reorganization. The prepara-
tion of supporting economie, financial, and operational material for
use by the attorneys would represent an additional cost figure to the
estates. It becomes obvious, therefore, that $9.8 million is necessary
for USRA to attempt to defend the final rail reorganization plan.

Cost ESTIMATES

In compliance with clause 7 of Rule XIIT of the Rules of the House
of Representatives, the following statement is made relative to the
cost of this legislation:

The reported bill authorizes an appropriation amounting to
$20,000,000 which is authorized to remain available until Septem-
ber 30, 1978. The budget figures submitted by USRA indicate that
practically all of the funds authorized by this measure would be
expended during the period of May, 1976, to September, 1977,

In his Budget for FY 77, the President requested $3 million for
USRA administrative expenses. In his Supplemental Request for FY
77, the President requested an additional $9 million for FY 77 and a
$6.7 million supplement for FY 76. This combined figure of $18.7 mil-
lion compares closely with the $20 million authorization of the bill,
The Congressional Budget, in ite first resolution H. Res. 611, cites the
same figures as those of the President’s Budget and Supplemental
requests, with an additional $450 million allotted for general railroad
programs. '

In regard to Clause 2(1)(3) (C) of Rule XTI of the Rules of the
House of Representatives, the Committee includes the following cost
estimate submitted by the Congressional Budget Office relative to the
provisions of H.R. 13325

Coneresstonar. Boperr Orrice

COST ESTIMATE (MAY 6, 1976)

1. Bill No.: H.R. 13325.
g. Bill title: To Amend the Regional Rail Reorganization Act of
1973,

H.R. 1124
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3. Purpose of Bill : This bill amends the Regional Rail Reorganiza-
tion Act of 1973 to authorize additional appropriations for the United
States Railway Association. Specifically, the proposed legislation
authorizes $20 million in administrative expenses for the period May 1,
1976 to.Septémher 30, 1977. This bill is for authorization and therefore
requires subsequent appropriation action. - - T
- 4. Cost Estimate.

“Authorization levels:
_Fiscal year: P ' ' : Co-
1996 N e e - ——

1976 Transition quarter - e . $5,‘880

1977 . i e I, 14,120

1978 _: e e e e e e e e e et m i

1979 . ___ ——— — R i i

“Costs :
Fiscal year: ‘ . .
1976 .. ___ e e e e e e e e .
Transition quarter____________________ . __Ll__ ——— 5,000
1977 e - o 10, 500
1978 . D 4500
1979 - : e
5. Basis of Estimate: To date, the Association has been authorized
a total of $54 million, of which approximately $45.8 has been .appro-
priated. In addition, a $6.7 million appropriation supplemental for
FY 1976 is currently awaiting final action. If this supplemental is ap-
proved, it would exhaust the current authorization for appropriation.
For this cost estimate, it was assumed that the bill’s authorization
would be used for the transition quarter and FY 1977 since the cur-
rent authorization is still available for the remainder of FY 1976, The
distribution 6f budget authority is dependent upon the agency’s sperid-
ing requirements. Utilizing this assumption and the pay-out distribu-
tion (between budget authority and outlays) from the United States
Railway Association, the final cost estimate was derived.
6. Estimate Comparison : None.
7. Previous CBO Estimate : None. . S R
8. Estimate Prepared by : Raymond C. Scheppach (225-5275).
9. Estimate Approved By: o

Rayyonn C. ScuHEPPACH,
(For James L. Blum,
Assistant Director for Budget Analysis).

INFLATIONARY IMPACT STATEMENT

Pursuant to Clause 2(1) (4) of Rule. XTI of the Rules of the House
of Representatives, the Committee makes the following statement in
regard to the inflationary impact of the reported bill: -

The Committee feels that the enactment of: this legislation will have
no inflationary impact on the prices and costs in the operation of the
national economy.

OversicuT FINpINGS

In regard to Clause 2(1) (3) (A) of Rule XT of the Rules of the
House of Representatives, no oversight findings or recommendations
have been made by the Committee. '

tols H.R. 1124
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In regard to Clause 2(1) (3) (D) of Rule XI of the Rules of the
House of Representatives, no oversight findings have been submitted
to the-Committee by the Committee on Government Operations.

Cuances 1N Existine Law Mape By tHE Brr, A RePorTED .

In compliance with clause 3 of Rule XIII of the Rules of the House
of Representatives,-changes in éxisting law made by.the bill; as re-
ported, are shown as follows-(existing law proposed to:be omitted is
enclosed in black brackets, new mattter is printed in italic, existing
Jaw in which no change is proposed is shown in romaii) : S

Recioxarn Rain ReEoreaN1zaTION AcT oF 1973

B % £ ’ * ’ % b E O

* TITLE IT-UNITED STATES RAILWAY ASSOCIATION
L o " * * o o

AUTHORIZATION FOR APPROPRIATIONS .

_ Skg. 214. (a) Secrerary.—There are authorized to be appropriated
£ fhi Secretary for purposes of preparing tho reports and exercising
other functions to be performed by him under this Act such snms.as
are necessary, not to exceed $12,500,000, to remain available imtil
expended. There are autherized to be appropriated to the Secj‘eté;fy
such sums as may, be necessary to discharge the. obligations.of the
United States drising under section 303 (c) (3) of this Act. ' '@ #™

(b) Orrice—There are authorized to be appropriated to the Com-
mission for the use of the Office’in carrying out its functions under this
Act such- sums 4 aré necessary, not te exceed. $7,000,000, to remain
available until expended. The budget for the Office shall be submitted
by the Commission directly to the Congress 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 ofticial 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 pur-
suant to this subsection.

L[(c) Associarion.—There are authorized to be appropriated to the.
Association for purposes of carrying out its administrative expenses
under this Act such sums as are necessary, not to exceed $40,000,000, to
remain available until expended, and not to exceed $14,000,000 for the.
fiscal period which includes the period ending September 30, 1977.]

(¢) Assocrarion~—For the period beginning May 1, 1976, and end-
ing September 30, 1977, there are authorized to be appropriated to
the Association for purposes of carrying out its administrative ex-
pepses under this Act such sums as are necessary, not to exceed $20,-
000,000, Sums appropriated under this subsection are authorized to
remain available until September 30, 1978.

H.RB. 1124
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Acexnocy CoMMENTS

OFFICE OF THE SECRETARY OF TRANSPORTATION,
Washington, D.C., April 23, 1976.
Hon. Frep B. RooNEy,
Chairman, Subcommittee on Transportation and Commerce, House
of Representatives, Washington, D.C.
Attention: Mr. William Druhan, Staff Director.
" Dear Mr. Cramrmax: Thank you for your letter to the Secretary
of April 15, 1976 inviting a' Departmental representative to testify
before your Subcommittee on April 28, 1976, respecting the authoriza-
tion of additional appropriations to meet the administrative expenses
of the United States Railway Association (USRA).

As you know, authorizations and budget requests for USRA ad-
ministrative expenses are not prepared by the Department of Trans-
portation nor does the Department exercise approval authority in this
area. In view of the Department’s limited role respecting this matter,
we do not believe that we can make a substantial contribution to the
Committee’s deliberations.

Under section 202(g) (2) of the Regional Rail Reorganization Act
of 1973, USRA submits to the Congress its budget for administrative
expenses simultaneously with its submission to the Office of Manage-
ment and Budget. ¥ understand that the President will submit im-
minently to the Congress an appropriations request concerning these
administrative expenses. I trust that this submission will be most
helpful to the Committee from the standpoint of establishing the posi-
tion of the Executive Branch with respect to these expenses.

Sincerely, S o
Roaer 'W. Hooxer, Jr.,
. Assistant Secretary for
Congressional and Intergovernmental Affairs.

O
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9411 CONGRESS SENATE .. Rerort
2d Session No. 941194

U.S. RAILWAY ASSOCIATION AUTHORIZATION

Aveust 31 (legislative day Avcust 27) 1967.-~Ordered to be printed

Mr. Pasrore, from the Committee on Commerce,
submitted the following

REPORT

[To accompany H.R. 13325}

The Committee on Commerce, to which was referred the bill (H.R.
13325) amend the Regional Rail Reorganization Act of 1978 to auth-
orize additional appropriations for the United States Railway Associ-
ation, having considered the same, reports favorably thereon with an
amendment and an amendment to the title recommends that the bill
as amended do pass.

Brier DescrierioN

H.R. 13325 was passed by the House of Representatives on June 7,
1976 and was referred to the Committes on Commerce on June 10. As
passed by the House, the bill provided for additional authorization of
appropriations for the United States Railway Association. The Com-
mittee reported a similar authorization for USRA as section 13 of S.
3131 on May 13 (Report 94-851). On August 31, the Committee re-
ported H.R. 13325 with an amendment designed to effectuate a transfer
of properties in the State of Rhode Island that were contemplated in
the final system plan but which did not occur for technical reasons.
The mechanism for transferring the properties from the estates to the
states, to commuter agencies and to Amtrak involves an initial transfer
to ConRail from the estates and then a retransfer to the States, to
Amtrak or to the commuter agency. As a condition of transferring the
property, ConRail requires the subsequent transferee to agree to
indemnify it against any political liability as a result of the transfer.
The Constitution of the State of Rhode Island prohibits the State
from assuming any unspecified liability, and hence the State could
not agree to such a provision. Because some interpretations of the exist-
ing deficiency judgment protection provisions of the Regional Rail
Reorganization Act have raised a question as to whether or not the
protection provided extends to the transfers in question, the amend-
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ments to FLLR. 13325 are needed in order to permit the transfers con-
templated in the final system plan and approved previously by the
Congress :to move forward. H.R. 13325 as amended is designed to
accomplish these transfers in an expeditous manner.

SECTION “BY-SECTION ANALYSIS

Section 1 would increase the authorization for the U.S. Railwa
Associgtion for the transition quarter and fiscal year 1977 by $6.
million And $12.1 million, respectively. These additional amounts have
been requested because of three basic reasons: (1) Modification of the
final system plan occasioned by the inability of the two major acquisi-
tion projects to move forward that were originally contemplated (by
the Chéssie and the Southern), (2) new or revised tasks assigned by
Public Law 94-210 (primarily specified monitoring duties over Con-
Rail and the duty to make loans under section 211 for preconveyance
debts of railroads in reorganization), and (3) inereased duties caused
by having USRA become the lead agency for the United States in
defending the reorganization process’in the courts from legal chal-
lenges, a process which has already begun. '

Section 2 would clarify tlie existing protection provided by section
206(d) (5) of the Regional Rail Reorganization Act to eliminate one
interpretation of the law which -would -suggest that the Board, the
officers and the corporate entity of ConRail are not adequately pro-
tected when transferring property pursuant to the final system. plan
to meet, the needs of commuter or intercity rail passenger service,

Section 3 would -amend section 303(¢)(5) of Public Law 93-236

(the Regional Rail Reorganization Act) in order to make clear that
the deficiency judgment protection afforded by that act is extended
to cover all the possible actions that the special court could take with
respect to the properties designated in the final system plan for
“pass through” to the various States and commuter agencies in the
region..One interpretation of this section would hold that the existing
language of section 303 only protects against a monetary judgment,
and does mot adequately protect ConRail (and hence Amtrak and
the States involved) against the possibility of other types of judg-
ments, such as a required adjustment in the base value of the certifi-
cates of value, a reallocation of securities, or a requirement to issue
additional securities. While the Committee doubts whether any judg-
ment would be appropriate in these circumstances, the amendments
in subsection (a) will reaffirm the previously expressed congres-
sional policy that neither ConRail nor Amtrak and the States involved
should even be exposed to the remote possibility of an expense im-
posed as a result of a judgment relating to the properties designated
by the .8, Railway Association pursuant to section 206 (e) (1) (C)
and (D) of the Regional Rail Reorganization Aet of 1973.

Section 4 would amend section 206(d) of the Regional Rail Re-
organization Act of 1973 in order to provide for ConRail's transfer
to the State of Rhode Island of certain properties located in that
State. The amendment is intended to clarify any uncertainty regard-
ing those transfers, which were contemplated and approved by Con-
gress as part of the final system plan. ’

S.R. 1184
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Section 5 would amend section 303 (e) of the Regional Rail Reor-
ganization Act which was added by Public Law 94-210, in order to
clarify that the provisions of that section, which provide for an exemp-
tion from certain transfer and other local taxes in the context of the
reorganization, applies to all the properties transferred and all the
transfers of those properties contemplated by the final system plan
and the Regional Rail Reorganization Act. I

Cuaaxces 1ixv Existive Law

In ‘compliance with subsection (4)'.01? rule XXIX of the Standing

" Rules of the Senate, changes in existing law made by the bill as

reported are shown as follows (existing law proposed to be deleted is
enclosed in black brackets, new matter 13 printed in italic, existing law
in which no change is proposed is shown in roman) : .

SECTION 211(c) OF THE REGIONAL RAIL REORGANIZATION ACT OF 1973
(45 U.8.C. 724(c)) .

[ (¢) Associarion.—There are authorized to be appropriated to the
Association for purposes of carrying out its administrative expenses
under this Act such sums as are necessary, not to exceed $40,000,000, to
remain available until expended, and not to exceed $14,000,000 for the
fical period which includes the period ending September 30, 1977.]

(¢) Associarion—There are authorized to be appropriated to the
Association, for purposes of its administrative expenses under this
Act, not to exceed $20,000000 for the period beginning May 1, 1976,
and ending September 30, 1977, Sums appropriated under this sub-
section are authorized to remain available until September 30, 1978.

SECTION 206(d)(5) OF THE REGIOXNAL RAIL REORGANIZATION ACT OF 1973
(43 U.8.C. 7T16(d}(5))

* * * * * * - %

T'he Corporation, its Board of Directors, and its individual divectors
shall not be liable to any party, for money demages or in any other
manner, solely by reason of the fact that the Corporation transferred
property pursuant to section 303 of this Aot to meet the needs of com-
muter or infercity rail passenger service, except as otherwise pro-
vided with respect to the Corporation pursuant to section 303 (e) (2)
of this Aet. , : i

SECTION 303(c){5) OF THE REGIONAL RAIL REORGANIZATION ACT OF 1973
(45 U.8.C. 743{e)(8)) oo

[(5) - Whenever the special court orders, pursuant to section 303
{b} (1) of this title, the transfer or conveyance to the Corporation or
any subsidiary thercof of rail properties designated under section 206
() (1D (C) or (D) of this Act, to the National Railroad Passenger
Corporation, to a profitable railroad, or to a State, or responsible per-
son (including a government entity), the United States shall pay any
judgment entered against the Corporation with respect to the con-
vevanceé of any such rail properties or against the National Railroad
Passenger Corporation, such profitable railroad, State, or ‘respon-
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sible person, plus interest thereon at such rate as is constitutionally
required.]
& * * * * * *

(58) Whenever the special court, pursuant to section 303{b) (1) of
this title, orders the transfer or conveyance of rail properties—
“LA) designated wnder section 200(c) (1} (C) or (D) of this
Aet, to the Corporation or any subsidiary thereof, the United
States shall indemnify the Corporation against any costs imposed
on the Corporation as the resuit of any judgment entered aguinst
the Corporation, with respect to such properties, under paragraph
(2) of this subsection. and
§B) to the National Railvoad Passenger Corporation, a profit-
able railroad operating in the region, a State, or any other respon-
sible person (including a governmental entity), the United States
shall indemnify such Corporation, reilroad, State, or ferson
against any costs imposed thereon as the result of any judgment
entered against swch Corporation, railroad, State, or person under
paragraph (3) of this subscction;
plus interest on the amount of such judgment at such rate as is con-
stitutionally required.

SECTION 206(d) OF THE REGIONAL RAIL REORGANIZATION ACT OF 1973
. ' (45 U.8.C. 7T16(d))

® * *® * » * *

(7Y Notwithstanding any contrary provision in the options conveyed
0 the Corporation by railroads in reogranization, or railroads leased,
operated, or controlled by a railroad in reorganization, with respect
to the acquisition, on behalf of a State (or « local or regional trans-
portation authority) of rail properties designated under section 206
(e) (IY(D) of this title, such options shall not be deemed to harve ee-
pived prior to ¥ days after the date of enactment of this paragraph.
The ewercise by the Corporation of any such option shall be effective
if it is made, prior to the expiration of such 7-day period, in the
manner prescribed in such options. :

SECTION 303(e) OF THE RBEGIONAL RAIL, REQRGANIZATION ACT OF 1873
(45 U.8.C. 743(e))

* * % All transfers or conveyances of rail properties (whether real,
personal, or mixed) which are made under this Act (including trans-
fers and conveyaneces which are made in accordance with a supple-
mental transaction pursuant to section 305 of this title or which are
made at any time to carry out the purpose of title VII of the Railroad
Revitalization and Regulatory Reform Act of 1976 or of section 601
(d) of this Act) shall be exempt * * *

Estraaren Cost

The Committee estimates that implementation of ILR. 13525 will
cost the Federal Government $18,800,000. The Committee knows of
no cost-.estimate by any Federal agency which is at variance with this
estimate..
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Texr or ILR. 13325, as Rerorren

A BILL To amend the Regional Rail Reorganization Act of 1973 to authorize
additional appropriations for the Unpited States Railway Association, and for
other purposes.”

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That section 214 (cg
of the Regional Rail Reorganization Act of 1973 (45 U.S.C. 725(¢),;
is amended to read as follows:

" “(e¢) Association.—For the period beginning May 1, 1976, and
ending September 30, 1977, theve are authorized to be appropriated to
the Assoclation for purposes of carrying out its administrative ex-
penses under this Act such sums as are necessary, not to exceed
$20,000,000. Sums appropriated under this subsection are authorized
to remain available until September 30, 1978.7,

Sec. 2. Section 206(d) (5) of the Regional Rail Reorganization Act
of 1973 (45 U.S.C.716(d) (5)) is amended by adding at the end thereof
the following new sentence : “The Corporation, its Board of Directors,
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 pursunant to section 303 of this Act
to meet the needs of commuter or intercity rail passenger service, ex-
cept as otherwise provided with respect to the Corporation pursuant to
section 305(¢) (2) of this Act.”,

Skc. 3. The first sentence of section 303(¢) (5) of the Regional Rail
Reorganization Act of 1973 (45 U.S.C. T43(c) (b)) is amended to
read as follows: “Whenever the special court, pursuant to section 303
(b) (1) of this title, orders the transfer or conveyance of rail prop-

erties
“{A) designated under section 206(c) (1) (C) or (D) of this
Act, to the Corporation or any subsidiary thereof, the United
wtates shall indemnify the Corporation against any costs imposed
on the Corporation as the result of any judgment entered against
the Corporation, with respect to such properties, under paragraph
(2) of this subsection: and
“{B) to the National Railroad Passenger Corporation, a profit-
able 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 per-
son against any costs imposed thereon as the result of any judg-
ment entered against such Corporation, railroad, State, or person
under paragraph (8) of this subsection
plus interest on the amount of such judgment at such rate as is consti-
tutionally required.”.

Skc. 4. Section 206(d) of the Regional Rail Reorganization Act of
1973 (45 U.S.C. 716(<1)) is amended by adding at the end thereof the
following new paragraph: )

“(7) Notwithstanding any contrary provision in the options con-
veyed to the Corporation by railroads in reorganization. or railroads
leased, operated, or controlled by a railroad in reorganization, with
respect to the acquisition, on behalf of a State (or a local or regional
transportation authofity) of rail properties designated under section
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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 Corporation of any such option shall be ef%eljctive
if it is made, prior to the expiration of such 7-day period, in the man-
ner preseribed in such options.”. '

Ske. 3. Section 308(e) of the Regional Rail Reorganization Aect of
1973 (45 U.S.C. 743(e)) is amended by adding “or which are made
at any time to carry out the purposes of title VII of the Railroad
Revitalization and Regulatory Act of 1976 or of section 601(d) of this
Act” at the end of the second parenthetical expression between “title”
and the closing parenthesis. : '

Acexcy CoMMuENTS

7.8, Ramway ASSOCIATION,
~ Washington, D.C., June 28, 1976.
Hon, Warrex G. Maexusor,
Chairman, Commerce Committee,
U7.8. Senate, Washington, D.C. :

Dear Mr. Cuameman: Thank you for your letter of June 18, 1976,
requesting the Association’s comments on H.R. 13325, a bill to anthor-
ize additional appropriations for the United States Railway Associa-
tion, which was passed by the House on June 7, 1976 and reported to
the Senate on June 10, 1978,

The Association fotally supports H.R. 13325 to authorize funds for
the Association’s administrative expenses through FY *77. The fund-
ing authorization is required to carry out the increased responsibilities
assigned to the Association by the Congress as mandated in the re-
cently passed Railroad Revitalization and Regulatory Reform Act of
1976 (P.1. 94-210). A letter sent to vou from Howard W. Robison
dated March 24, 1976 explaining the Association’s justification is
attached. Also attached is a copy of testimony given on the authoriza-
tion request hefore the House Subcommittee by James Hagen on
April 28, 1976.

We are most appreciative that the House has passed the authoriza-
tion and that your Committee has acted favorably upon the requested
authorization reporting the measure out of full Committee May 15,
1976 as attached to S. 3131, the Amtrak Improvement Act of 1976,

It is the Association’s hope that the USRA Administrative Expense
Authorization for FY 77 will be acted upon at the earliest oppor-
tunity by the Senate and enacted into law as soon as possible.

Sincerely, '
Awrnor D. Lewis.

o
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H. R. 13325

Rinetp-fourth Congress of the Anited

AT THE SECOND SESSION

one thousand nine hundred and sevensy-six

An Act

To amend the Regional Rail Reorganization Act of 1973 to authorize additional
appropriations for the United States Railway Association, and for other
purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That section 214(c)
of the Regional Rail Reorganization Act of 1973 (45 U.S.C. 724(c))
is amended to read as follows:

“(¢) Association~—~For the period beginning May 1, 1976, and
ending September 30, 1977, there are authorized to be appropriated
to the Association for purposes of carrying out its administrative
expenses under this Act such sums as are necessary, not to exceed
$20,000,000. Sums appropriated under this subsection are authorized
to remain available until September 30, 1978.7,

Swc. 2. Section 206(d) (5) of the Regional Rail Reorganization Act
of 1973 (45 U.S.C. 716(d) (b)) is amended by adding at the end
thereof the following new sentence: “The Corporation, its Board of
Directors, 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 commuter or intercity rail passenger
service, except as otherwise provided with respect to the Corporation
pursuant to section 303(c) (2) of this Act.”,

Sgc. 3, The first sentence of section 303(c) (5) of the Regional Rail
Reorganization Act of 1973 (45 U.S.C. 743 (c) (5)) is amended to read
as follows : “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 liabili-
ties imposed on the Corporation as the result of any judgment
entered against the Corporation, with respect to such properties,
under paragraph (2) of this subsection; and
“(B) to the National Railroad Passenger Corporation, a profit-
able railroad operating in the region, a State, or any other
responsible 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, railroad, State, or
person under paragraph (3) of this subsection;
plus interest on the amount of such judgment at such rate as is
constitutionally required.”.

SEc. 4. Section 206(d) of the Regional Rail Reorganization Act of
1973 (45 U.S.C. 716(d)) is amended by adding at the end thereof the
following new paragraph:

“(7) Notwithstanding any contrary provision in the options con-
veyed to the Corporation by railroads in reorganization, or railroads
leased, operated, or controlled by a railroad in reorganization, with
respect to the acquisition, on behalf of a State (or a %ocal 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 Corporation of any such option shall ge effective
if it is made, prior to the expiration of such 7-day period, in the manner
prescribed in such options.”.

CORRECTED SHEET

| Dtates of America

Begun and held at the City of Washington on Monday, the nineteenth day of January,
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Skoc. 5. Section 303(e) of the Regional Rail Reorganization Act of
1973 (45 U.S.C. 743(e)) is amended by adding “or which are made
at any time to carry out the purposes of title VII of the Railroad
Revitalization and Regulatory Reform Act of 1976 or of section 601(d)
of this Act” at the end of the second parenthetical expression between
“title” and the closing parenthesis.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.





