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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the Quarterly Period Ended September 30, 2015

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
Commission file number: 000-51237

FREIGHTCAR AMERICA, INC.

(Exact name of registrant as specified in its charter)
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Delaware 25-1837219
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization)
Identification No.)
Two North Riverside Plaza, Suite 1300
Chicago, Illinois 60606
(Address of principal executive offices) (Zip Code)

(800) 458-2235

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. YES x NO ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). YES x NO ~
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer , accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.:

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). YES © NO x

As of November 3, 2015, there were 12,328,014 shares of the registrant s common stock outstanding.
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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements.
FreightCar America, Inc.

Condensed Consolidated Balance Sheets

(Unaudited)
September 30, 2015 December 31, 2014
(In thousands, except for share and per share data)
Assets
Current assets
Cash and cash equivalents $ 94,997 $ 113,532
Restricted cash and restricted certificates of deposit 6,896 6,015
Marketable securities 30,009 47,961
Accounts receivable, net of allowance for doubtful accounts
of $80 and $188, respectively 28,824 4,086
Inventories, net 141,676 82,259
Inventory on lease 116
Other current assets 8,300 7,057
Deferred income taxes, net 10,214 12,139
Total current assets 320,916 273,165
Property, plant and equipment, net 44,055 43,239
Railcars available for lease, net 16,126 22,897
Goodwill 21,521 22,128
Deferred income taxes, net 22,883 21,553
Other long-term assets 2,900 2,270
Total assets $ 428,401 $ 385,252
Liabilities and Stockholders Equity
Current liabilities
Accounts and contractual payables $ 59,136 $ 34,010
Accrued payroll and employee benefits 6,565 6,462
Accrued postretirement benefits 409 409
Accrued warranty 9,305 8,742
Customer deposits and deferred revenue 11,074 43,977
Income taxes payable 7,308
Other current liabilities 7,458 4,725
Total current liabilities 101,255 98,325
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Accrued pension costs

Accrued postretirement benefits, less current portion
Deferred income state and local incentives, long-term
Accrued taxes and other long-term liabilities

Total liabilities

Stockholders equity

Preferred stock, $0.01 par value, 2,500,000 shares authorized
(100,000 shares each designated as Series A voting and Series
B non-voting, 0 shares issued and outstanding at

September 30, 2015 and December 31, 2014)

Common stock, $0.01 par value, 50,000,000 shares
authorized, 12,731,678 shares issued at September 30, 2015
and December 31, 2014

Additional paid in capital

Treasury stock, at cost, 403,664 and 665,869 shares at
September 30, 2015 and December 31, 2014, respectively
Accumulated other comprehensive loss

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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$

6,665
75,460
12,722
10,699

206,801

127
93,488

(17,623)
(23,486)
169,094
221,600

428,401

7,210
73,474

7,548

186,557

127
100,303

(29,971)
(24,017)
152,253
198,695

385,252



Edgar Filing: FreightCar America, Inc. - Form 10-Q

Table of Conten

FreightCar America, Inc.

Condensed Consolidated Statements of Operations

Revenues
Cost of sales

Gross profit

Selling, general and administrative expenses
Gain on sale of railcars available for lease
Gain on sale of railcar repair and maintenance
services business and facility

Operating income
Interest expense and deferred financing costs

Other income

Income before income taxes
Income tax provision

Net income
Net income per common share basic
diluted

Net income per common share

Weighted average common shares outstanding
basic

Weighted average common shares outstanding
diluted

Dividends declared per common share

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
(In thousands, except for share and per share data)
$ 241,114 $ 190,280 $ 569,555 $ 386,054
212,064 171,461 514,146 359,333
29,050 18,819 55,409 26,721
10,706 9,215 30,473 26,296
(635) (1,187) (653)
(4,578) (1,078) (4,578) (1,078)
22,922 11,317 30,701 2,156
(56) (284) (184) (854)
8 7 91 48
22,874 11,040 30,608 1,350
8,047 4,608 10,457 252
$ 14,827 $ 6,432 $ 20,151 $ 1,098
$ 1.20 $ 0.53 $ 1.65 $ 0.09
$ 1.20 $ 0.53 $ 1.64 $ 0.09
12,241,211 12,007,970 12,153,313 11,999,150
12,241,426 12,108,397 12,207,432 12,088,728
$ 0.09 $ 0.06 $ 0.27 $ 0.18
4
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FreightCar America, Inc.

Condensed Consolidated Statements of Comprehensive Income

(Unaudited)

Nine Months
Three Months Ended Ended
September 30, September 30,

Net income

Other comprehensive income:

Pension liability adjustments, net of tax
Postretirement liability adjustments, net of tax
Other comprehensive income

Comprehensive income

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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2015 2014 2015 2014
(In thousands)
$14,827 $6,432 $20,151 $1,098

71 34 205 102
112 99 326 297
183 133 531 399

$15,010 $6,565 $20,682 $1,497
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FreightCar America, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY (Unaudited)

(in thousands, except for share data)

Accumulated
Additional Other Total
Common Stock Paid In Treasury Stock ComprehensiveRetained Stockholders
Shares Amount Capital Shares = Amount Loss Earnings  Equity

Balance,
December 31,2013 12,731,678 $ 127 $ 99,265 (682,264) $(30,970) $ (15,132) $149,245 $ 202,535

Net income 1,098 1,098
Other

comprehensive

income 399 399
Stock options

exercised (137) 6,185 280 143
Restricted stock

awards (1,048) 23,212 1,048

Employee stock

settlement (8,709) (224) (224)
Stock-based

compensation

recognized 1,576 1,576
Forfeiture of

restricted stock

awards 138 (4,643) (138)

Cash dividends (2,171) (2,171)

Balance,
September 30,
2014 12,731,678 $ 127 $ 99,794  (666,219) $(30,004) $ (14,733) $148,172 $ 203,356

Balance,
December 31,2014 12,731,678 $ 127 $ 100,303 (665,869) $(29,971) $ (24,017) $152,253 $ 198,695

Net income 20,151 20,151
Other

comprehensive

income 531 531
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Stock options

exercised (5,728) 238,475 10,613 4,885
Restricted stock
awards (2,880) 64,317 2,880

Forfeiture of

restricted stock

awards 94 (4,635) (94)

Employee stock

settlement (35,952) (1,051) (1,051)
Stock-based

compensation

recognized 1,686 1,686
Excess tax benefit

from stock-based

compensation 13 13
Cash dividends (3,310) (3,310)
Balance,

September 30,

2015 12,731,678 $ 127 $ 93,488 (403,664) $(17,623) $ (23,486) $169,094 $ 221,600

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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FreightCar America, Inc.

Condensed Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Ended September 30,
2015 2014
(In thousands)
Cash flows from operating activities
Net income $ 20,151 $ 1,098
Adjustments to reconcile net income to net cash flows used in operating
activities
Depreciation and amortization 7,551 7,481
Recognition of deferred income from state and local incentives (883)
Gain on sale of railcars available for lease (1,187) (653)
Gain on sale of railcar repair and maintenance services business and facility (4,578) (1,078)
Deferred income taxes 296 116
Stock-based compensation recognized 1,686 1,576
Other non-cash items, net 1,555 795
Changes in operating assets and liabilities:
Accounts receivable (27,514) (29,500)
Inventories (63,488) (37,509)
Inventory on lease 116 (8,721)
Other assets (1,307) (4,380)
Accounts and contractual payables 25,180 47,922
Accrued payroll and employee benefits 295 1,280
Income taxes receivable/payable 8,050 870
Accrued warranty 563 1,734
Customer deposits and other liabilities (29,471) (90,794)
Accrued pension costs and accrued postretirement benefits 1,972 1,422
Net cash flows used in operating activities (61,013) (108,341)
Cash flows from investing activities
Restricted cash deposits (1,017)
Restricted cash withdrawals 2,782
Purchase of restricted certificates of deposit (2,165)
Maturity of restricted certificates of deposit 1,284
Purchase of securities held to maturity (17,997) (50,974)
Proceeds from maturity of securities 36,004 42,002
Proceeds from sale of property, plant and equipment and railcars available for
lease 7,654 5,907
Proceeds from sale of railcar repair and maintenance services business and
facility 17,589 2,124
Purchases of property, plant and equipment (16,161) (8,248)
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State and local incentives received 15,733
Net cash flows provided by (used in) investing activities 41,941

Cash flows from financing activities

Stock option exercise 4,885

Employee stock settlement (1,051)
Excess tax benefit from stock-based compensation 13

Cash dividends paid to stockholders (3,310)
Reduction in customer advance for production of leased railcars

Net cash flows provided by (used in) financing activities 537

Net decrease in cash and cash equivalents (18,535)
Cash and cash equivalents at beginning of period 113,532

Cash and cash equivalents at end of period $ 94,997

Supplemental cash flow information:

Interest paid $ 101

Income taxes paid $ 3,061

Income tax refunds received $ 646

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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(7,424)
143
(224)

(2,171)
(1,035)

(3,287)

(119,052)
145,506

26,454

42
51

573
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FreightCar America, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
(In thousands, except for share and per share data)
Note 1 Description of the Business

FreightCar America, Inc. ( FreightCar ) operates primarily in North America through its direct and indirect subsidiaries,
JAC Operations, Inc., Johnstown America, LLC, Freight Car Services, Inc., JAIX Leasing Company ( JAIX ),

FreightCar Roanoke, LLC, FreightCar Mauritius Ltd. ( Mauritius ), FreightCar Rail Services, LLC ( FCRS ), FreightCar
Short Line, Inc. ( FCSL ), FreightCar Alabama, LLC and FreightCar (Shanghai) Trading Co., Ltd. (herein collectively
referred to as the Company ), and manufactures a wide range of railroad freight cars, supplies railcar parts and leases
freight cars. The Company designs and builds high-quality railcars, including coal cars, bulk commodity cars, covered
hopper cars, intermodal and non-intermodal flat cars, mill gondola cars, coil steel cars and boxcars. The Company is
headquartered in Chicago, Illinois and has facilities in the following locations: Cherokee, Alabama; Danville, Illinois;
Grand Island, Nebraska; Johnstown, Pennsylvania; Roanoke, Virginia; and Shanghai, People s Republic of China.

The Company s operations comprise two reportable segments, Manufacturing and Services. The Company and its
direct and indirect subsidiaries are all Delaware corporations or Delaware limited liability companies except
Mauritius, which is incorporated in Mauritius, and FreightCar (Shanghai) Trading Co., Ltd., which is organized in the
People s Republic of China. The Company s direct and indirect subsidiaries are all wholly owned.

Note 2 Basis of Presentation

The accompanying condensed consolidated financial statements include the accounts of FreightCar America, Inc. and
subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation. The foregoing
financial information has been prepared in accordance with the accounting principles generally accepted in the United
States of America ( GAAP ) and rules and regulations of the U.S. Securities and Exchange Commission (the SEC ) for
interim financial reporting. The preparation of the financial statements in accordance with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from these estimates. The results of operations for the three and nine
months ended September 30, 2015 are not necessarily indicative of the results to be expected for the full year. The
accompanying interim financial information is unaudited; however, the Company believes the financial information
reflects all adjustments (consisting of items of a normal recurring nature) necessary for a fair presentation of financial
position, results of operations and cash flows in conformity with GAAP. The 2014 year-end balance sheet data was
derived from the audited financial statements as of December 31, 2014. Certain information and note disclosures
normally included in the Company s annual financial statements prepared in accordance with GAAP have been
condensed or omitted. These interim financial statements should be read in conjunction with the audited financial
statements contained in the Company s annual report on Form 10-K for the year ended December 31, 2014.

Note 3 Recent Accounting Pronouncements
In July 2015, the Financial Accounting Standards Board (the FASB ) issued Accounting Standards Update ( ASU )
2015-11, Inventory (Topic 330), which requires entities to measure most inventory at the lower of cost and net

realizable value, thereby simplifying the current guidance under which an entity must measure inventory at the lower
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of cost or market. Under ASU 2015-11, inventory is measured at the lower of cost and net realizable value, which
eliminates the need to determine replacement cost and evaluate whether it is above the ceiling (net realizable value) or
below the floor (net realizable value less normal profit margin). ASU 2015-11 defines net realizable value as the
estimated selling prices in the ordinary course of business, less reasonably predictable costs of completion, disposal
and transportation. This standard is effective prospectively for annual reporting periods beginning after December 15,
2016 (early adoption is permitted). The Company is currently evaluating the impact that this guidance will have on its
consolidated financial statements and related disclosures.

In April 2015, the FASB issued ASU 2015-03, Simplifying the Presentation of Debt Issuance Costs, which changes
the presentation of debt issuance costs in financial statements. ASU 2015-03 requires an entity to present such costs in
the balance sheet as a direct deduction from the related debt liability rather than as an asset. Amortization of the debt
issuance costs will continue to be reported as interest expense. This standard is effective retrospectively for annual
reporting periods beginning after December 15, 2016 (early adoption is permitted). The adoption of these changes is
not expected to have a material impact on the consolidated financial position, results of operations or cash flows of the
Company.
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In February 2015, the FASB issued ASU 2015-02, Consolidation (Topic 810) Amendments to the Consolidation
Analysis, which changes the analysis that a reporting entity must perform to determine whether it should consolidate
certain types of legal entities. All legal entities are subject to reevaluation under the revised consolidation model. The
new guidance affects the following areas: (1) limited partnerships and similar legal entities; (2) evaluating fees paid to
a decision maker or a service provider as a variable interest; (3) the effect of fee arrangements on the primary
beneficiary determination; (4) the effect of related parties on the primary beneficiary determination; and (5) certain
investment funds. This standard is effective for fiscal years, and for interim periods within those fiscal years,
beginning after December 15, 2015. Early adoption is permitted, including adoption in an interim period. If an entity
early adopts the guidance in an interim period, any adjustments should be reflected as of the beginning of the fiscal
year that includes that interim period. A reporting entity may apply the amendments in this guidance using a modified
retrospective approach by recording a cumulative effect adjustment to equity as of the beginning of the fiscal year of
adoption. A reporting entity also may apply the amendments retrospectively. The Company is currently evaluating the
impact that this guidance will have on its consolidated financial statements and related disclosures.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606), which supersedes
the revenue recognition requirements in Accounting Standards Codification ( ASC ) 605, Revenue Recognition. ASU
2014-09 provides for a single five-step model to be applied to all revenue contracts with customers. ASU 2014-09 also
requires additional financial statement disclosures about the nature, amount, timing and uncertainty of revenue and
cash flows arising from customer contracts, including significant judgments and changes in judgments. ASU 2014-09
is effective for annual reporting periods beginning after December 15, 2016, including interim periods within that
reporting period and may be adopted either retrospectively or on a modified retrospective basis whereby the new
standard would be applied to new contracts and existing contracts with remaining performance obligations as of the
effective date, with a cumulative catch-up adjustment recorded to beginning retained earnings at the effective date for
existing contracts with remaining performance obligations. On July 9, 2015 the FASB voted to approve a one year
delay of the effective date to annual reporting periods beginning after December 15, 2017, and to permit companies to
voluntarily adopt the new standard as of the original effective date. The Company is currently evaluating the methods
of adoption allowed by the new standard and the effect that the standard is expected to have on its consolidated
financial position, results of operations and cash flows and related disclosures.

Note 4 Segment Information

The Company s operations comprise two reportable segments, Manufacturing and Services. The Company s
Manufacturing segment includes new railcar manufacturing, used railcar sales, railcar leasing and major railcar
rebuilds. Through September 30, 2015, the Company s Services segment included general railcar repair and
maintenance, inspections and parts sales. Corporate includes selling, general and administrative expenses not related
to production of goods and services, retiree pension and other postretirement benefit costs, and all other non-operating
activity.

Segment operating income is an internal performance measure used by the Company s Chief Operating Decision
Maker to assess the performance of each segment in a given period. Segment operating income includes all external
revenues attributable to the segments as well as operating costs and income that management believes are directly
attributable to the current production of goods and services. The Company s management reporting package does not
include interest revenue, interest expense or income taxes allocated to individual segments and these items are not
considered as a component of segment operating income. Segment assets represent operating assets and exclude
intersegment accounts, deferred tax assets and income tax receivables. The Company does not allocate cash and cash
equivalents to its operating segments as the Company s treasury function is managed at the corporate level.
Intersegment revenues were not material in any period presented.
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Revenues:
Manufacturing
Services

Consolidated revenues

Operating income:
Manufacturing
Services (1)
Corporate

Consolidated operating income
Consolidated interest expense and deferred
financing costs

Consolidated other income

Consolidated income before income taxes

Depreciation and amortization:
Manufacturing

Services

Corporate

Consolidated depreciation and amortization

Capital expenditures:
Manufacturing
Services

Corporate

Consolidated capital expenditures

Three Months Ended
September 30,
2015 2014
$233,294  $181,490

7,820 8,790
$241,114  $190,280
Three Months Ended

September 30,

2015 2014
$ 25817 $ 16,185
5,229 1,633
(8,124) (6,501)
22,922 11,317
(56) (284)
8 7

$ 22874 $ 11,040

$ 1,807 $ 1,740
339 367
457 429

$ 2,603 $ 2,536

$ 5176 $ 2,460
660 88
162 55

$ 5998 $ 2,603

Nine Months Ended
September 30,
2015 2014
$545,407  $358,248

24,148 27,806
$569,555  $386,054
Nine Months Ended
September 30,
2015 2014

$ 44910 § 18,584

7,917 2,277
(22,126) (18,705)
30,701 2,156
(184) (854)

91 48

$ 30,608 $ 1,350
$ 5,185 $ 5,060
1,024 1,155
1,342 1,266

$ 7,551 $ 7481
$ 14640 $ 7,591
1,125 393
396 264

$ 16,161 $ 8248

Results for the three and nine months ended September 30, 2015 included a $4,578 gain on sale of the Company s
railcar repair and maintenance services business. Results for the three and nine months ended September 30, 2014
included a $1,078 gain on sale of the Company s Clinton repair shop assets (see Note 21).
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Assets:
Manufacturing
Services
Corporate

Total operating assets
Consolidated income taxes receivable
Consolidated deferred income taxes, current

Consolidated deferred income taxes, long-term

Consolidated assets

10
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September 30,
2015

$ 246,556
8,846
139,902
395,304

10,214
22,883

$ 428,401

December 31,
2014

$ 157,505
18,085
175,806

351,396
164
12,139
21,553

$ 385,252
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Note 5 Fair Value Measurements

The following table sets forth by level within the ASC 820 fair value hierarchy the Company s financial assets that
were recorded at fair value on a recurring basis.

Recurring Fair Value Measurements As of September 30, 2015
Level

Level1l Level 2 3 Total
ASSETS:
Cash equivalents $ 95 $ $ $ 95
Restricted certificates of deposit $ 6896 $ $ $ 6,896
Escrow receivable $ $ $1910 $ 1,910
Recurring Fair Value Measurements As of December 31, 2014

Levell Level2 Level3 Total
ASSETS:
Cash equivalents $50,070 $ $ $50,070
Restricted certificates of deposit $ 6015 $ $ $ 6,015

No non-financial assets were recorded at fair value on a non-recurring basis at each of September 30, 2015 and
December 31, 2014.

Note 6 Marketable Securities

The Company s current investment policy is to invest in cash, certificates of deposit, U.S. treasury securities, U.S.
government agency obligations and money market funds invested in U.S. government securities. Marketable securities
as of September 30, 2015 of $30,009 consisted of U.S. treasury securities held to maturity and certificates of deposit
with original maturities of greater than 90 days and up to one year. Marketable securities as of December 31, 2014 of
$47,961 consisted of U.S. treasury securities held to maturity with original maturities of greater than 90 days and up to
one year. Due to the short-term nature of these securities and their low interest rates, there is no material difference
between their fair market values and amortized costs.

Note 7 Inventories

Inventories, net of reserve for excess and obsolete items, consist of the following:

September 30, December 31,

2015 2014
Work in progress $ 134,487 $ 76,453
Finished new railcars 2,809
Parts and service inventory 4,380 5,806
Total inventories $ 141,676 $ 82,259
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Inventory on the Company s condensed consolidated balance sheets includes reserves of $3,916 and $2,381 relating to
excess and obsolete inventory for parts and work in progress at September 30, 2015 and December 31, 2014,
respectively. Amounts in the table above as of September 30, 2015 reflect reductions of $2,537 in parts and service
inventory and total inventories related to the Company s sale of its railcar repair and maintenance services business on
September 30, 2015 (see Note 21).

Note 8 Leased Railcars

Inventory on lease was $0 and $116 at September 30, 2015 and December 31, 2014, respectively. Railcars available
for lease, net at September 30, 2015 was $16,126 (cost of $19,230 and accumulated depreciation of $3,104) and at
December 31, 2014 was $22,897 (cost of $26,852 and accumulated depreciation of $3,955). The Company s lease
utilization rate for railcars in its lease fleet was 65% and 100% at September 30, 2015 and December 31, 2014,
respectively.

Leased railcars at September 30, 2015 are subject to lease agreements with external customers with terms of up to six
years and are accounted for as operating leases.

Future minimum rental revenues on leased railcars at September 30, 2015 are as follows:

Three months ending December 31, 2015 $ 322
Year ending December 31, 2016 1,256
Year ending December 31, 2017 1,256
Year ending December 31, 2018 668
Year ending December 31, 2019 551
Thereafter 826

$4,879

11
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Note 9 Property, Plant and Equipment

Property, plant and equipment consists of the following:

Amounts in the table above as of September 30, 2015 reflect reductions of $7,740 in total property, plant and

Buildings and improvements
Machinery and equipment
Software

Leasehold improvements

Cost of buildings and improvements, leasehold
improvements, machinery, equipment and
software

Less: Accumulated depreciation and
amortization

Buildings and improvements, leasehold
improvements, machinery, equipment and
software, net of accumulated depreciation and
amortization

Land (including easements)

Construction in process

Total property, plant and equipment, net

September 30,
2015
$ 2,361
60,105
8,826
8,402

79,694

(38,895)

40,799
151
3,105

$ 44,055

December 31,
2014
$ 10,731
50,771
8,299
6,983

76,784

(38,747)

38,037
1,976
3,226

$ 43,239

equipment, net, related to the Company s sale of its railcar repair and maintenance services business on September 30,
2015 (see Note 21).

Note 10 Intangible Assets and Goodwill

Intangible assets consist of the following:

Patents
Accumulated amortization

Patents, net of accumulated amortization

Customer-related intangibles
Accumulated amortization

Table of Contents

September 30,
2015
$ 13,097
(12,590)
507

December 31,
2014

$ 13,097
(12,147)

950

1,194
(491)
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Customer-related intangibles, net of accumulated

amortization 703
Total amortizing intangibles $ 507 $ 1,653
Manufacturing segment goodwill $ 21,521 $ 21,521
Services segment goodwill 607
Total goodwill $ 21,521 $ 22,128

Patents are being amortized on a straight-line basis over their remaining legal life from the date of acquisition. The
weighted average remaining life of the Company s patents is approximately two years. Amortization expense related to
patents, which is included in cost of sales, was $148 for each of the three months ended September 30, 2015 and 2014,
and $443 for each of the nine months ended September 30, 2015 and 2014. Amortization expense related to customer
intangibles, which is included in selling, general and administrative expenses, was $27 and $32 for the three months
ended September 30, 2015 and 2014, respectively, and $81 and $97 for the nine months ended September 30, 2015

and 2014, respectively. Amounts in the table above as of September 30, 2015 reflect reductions of $623 in
customer-related intangibles, net of accumulated amortization, and $607 in Services segment goodwill related to the
Company s sale of its railcar repair and maintenance services business on September 30, 2015 (see Note 21).

12
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The estimated future intangible amortization at September 30, 2015 is as follows:

Three months ending December 31, 2015 $147
Year ending December 31, 2016 360
Year ending December 31, 2017

Year ending December 31, 2018

Year ending December 31, 2019

Thereafter

$507

The Company assesses the carrying value of goodwill for impairment annually or more frequently whenever events
occur and circumstances change indicating potential impairment. On August 1, 2015, the Company performed its
annual assessment and concluded that the estimated fair value of the Company s reporting units exceeded the carrying
value as of the testing date.

Management determines the fair value of the reporting units using a combination of the income approach, utilizing the
discounted cash flow method, and the market approach, utilizing the guideline company method. The negotiated sales
price for the Company s railcar maintenance and repair services business was used in evaluating goodwill impairment
for the Services reporting unit as of August 1, 2015.

Note 11 Product Warranties

Warranty terms are based on the negotiated railcar sales contracts. The Company typically warrants that new railcars
produced by it will be free from defects in material and workmanship under normal use and service identified for a
period of up to five years from the time of sale. The changes in the warranty reserve for the three and nine months
ended September 30, 2015 and 2014, are as follows:

Nine Months
Three Months Ended Ended
September 30, September 30,
2015 2014 2015 2014
Balance at the beginning of the period $ 8,657 $ 8,158 §$ 8,742  $6,957
Provision for warranties issued during the period 998 711 2,234 1,501
Reductions for payments, cost of repairs and other (327) (219) (1,308) (480)
Adjustments to prior warranties (23) 41 (363) 713
Balance at the end of the period $ 9,305 $ 8,691 $ 9305 $8,691

Note 12 State and Local Incentives
The Company records state and local incentives when there is reasonable assurance that the incentive will be received

and the Company is able to comply with the conditions attached to the incentives received. State and local incentives
related to assets are recorded as deferred income and recognized on a straight-line basis over the useful life of the
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related assets of seven to nine years.

During the nine months ended September 30, 2015, the Company received cash payments of $15,733 for Alabama

state and local incentives related to the Company s capital investment and employment levels at its Cherokee, Alabama
( Shoals ) facility. Under the incentive agreements, a certain portion of the incentives may be repayable by the
Company if targeted levels of employment are not maintained. The Company s level of employment at its Shoals
facility currently exceeds and is expected to continue to exceed the targeted levels of employment.

13
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The changes in deferred income from state incentives for the three and nine months ended September 30, 2015 and
2014, are as follows:

Three Months Ended Nine Months Ended

September 30, September 30,
2015 2014 2015 2014
Balance at the beginning of the period $ 4,556 $ $ $
State and local incentives received during the period 10,826 15,733
Recognition of state and local incentives as reduction of
cost of sales (532) (883)
Balance at the end of the period, including current
portion $ 14,850 $ $ 14,850 $

Note 13 Revolving Credit Facility

The Company entered into a $50,000 senior secured revolving credit facility (the Revolving Credit Facility ) pursuant
to a Credit Agreement dated as of July 26, 2013 (the Credit Agreement ) by and among FreightCar and certain of its
subsidiaries, as borrowers (together the Borrowers ), and Bank of America, N.A., as lender. The Revolving Credit
Facility can be used for general corporate purposes, including working capital. As of September 30, 2015, the
Company had no borrowings under the Revolving Credit Facility. The Credit Agreement also contains a sub-facility
for letters of credit not to exceed the lesser of $30,000 and the amount of the senior secured revolving credit facility at
such time. As of September 30, 2015, the Company had $6,896 in outstanding letters of credit under the Revolving
Credit Facility and therefore had $43,104 available for borrowing under the Revolving Credit Facility. The Credit
Agreement has a term ending on July 26, 2016 and revolving loans outstanding thereunder will bear interest at a rate
of LIBOR plus an applicable margin of 1.50% or at a base rate, as selected by the Company. Base rate loans will bear
interest at the highest of (a) the federal funds rate plus 0.50%, (b) the prime rate or (c) LIBOR plus 1.00%. The
Company is required to pay a non-utilization fee of between 0.10% and 0.30% on the unused portion of the revolving
loan commitment depending on the Company s quarterly average balance of unrestricted cash and the Company s
consolidated leverage ratio. Borrowings under the Revolving Credit Facility are secured by a first priority perfected
security interest in substantially all of the Borrowers assets excluding railcars held by the Company s railcar leasing
subsidiary, JAIX. The Borrowers also have pledged all of the equity interests in the Company s direct and indirect
domestic subsidiaries as security for the Revolving Credit Facility. The Credit Agreement has both affirmative and
negative covenants, including, without limitation, a covenant requiring minimum consolidated net liquidity of $35,000
and limitations on indebtedness, liens and investments. The Credit Agreement also provides for customary events of
default.

As of December 31, 2014, the Company had $6,015 in outstanding letters of credit under the Revolving Credit
Facility and therefore had $43,985 available for borrowing under the Revolving Credit Facility. As of December 31,
2014, the Company had no borrowings under the Revolving Credit Facility.
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Note 14 Accumulated Other Comprehensive Income (Loss)

The changes in accumulated other comprehensive income (loss) consist of the following:

Three months ended September 30, 2015

Pension liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $83 and selling, general and
administrative expenses of $27)

Postretirement liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $142 and selling, general and
administrative expenses of $20)

Reclassification adjustment for amortization of prior
service cost (pre-tax cost of sales of $9 and selling, general
and administrative expenses of $1)

Three months ended September 30, 2014

Pension liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $44 and selling, general and
administrative expenses of $9)

Postretirement liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $82 and selling, general and
administrative expenses of $10)

Reclassification adjustment for amortization of prior
service cost (pre-tax cost of sales of $54 and selling,
general and administrative expenses of $6)

Nine months ended September 30, 2015

Pension liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $250 and selling, general and
administrative expenses of $80)
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Postretirement liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $426 and selling, general and
administrative expenses of $60)

Reclassification adjustment for amortization of prior
service cost (pre-tax cost of sales of $27 and selling,
general and administrative expenses of $4)

Nine months ended September 30, 2014

Pension liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $133 and selling, general and
administrative expenses of $26)

Postretirement liability activity:

Reclassification adjustment for amortization of net loss
(pre-tax cost of sales of $248 and selling, general and
administrative expenses of $30)

Reclassification adjustment for amortization of prior
service cost (pre-tax cost of sales of $162 and selling,
general and administrative expenses of $18)
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The components of accumulated other comprehensive loss consist of the following:

September 30, December 31,

2015 2014
Unrecognized pension cost, net of tax of $6,400
and $6,525 $ (10,433) $  (10,638)
Unrecognized postretirement cost, net of tax of
$7,795 and $7,986 (13,053) (13,379)

$ (23,486) $ (24,017
Note 15 Stock-Based Compensation

The Company recognizes stock-based compensation expense for stock option awards based on the fair value of the
award on the grant date using the Black-Scholes option valuation model. Expected life in years for all stock options
awards was determined using the si