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estimating the credit risk and the po-
tential recovery in the event of a de-
fault of each project evaluating the 
factors described in paragraphs (b) and 
(c) of this section. 

(b) Establishing the credit risk. 
(1) Where an Applicant has received a 

recent credit rating from one or more 
nationally recognized rating agencies, 
that rating will be used to estimate the 
credit risk. 

(2) Where an Applicant has not re-
ceived a credit rating from a credit rat-
ing agency, the Administrator will de-
termine the credit risk based on an 
evaluation of the following factors: 

(i) Business risk, based on Appli-
cant’s: 

(A) Industry outlook; 
(B) Market position; 
(C) Management and financial poli-

cies; 
(D) Capital expenditures; and 
(E) Operating efficiency. 
(ii) Financial risk, based on Appli-

cant?s past and projected: 
(A) Profitability; 
(B) Liquidity; 
(C) Financial strength; 
(D) Size; and 
(E) Level of capital expenditures; and 
(iii) Project risk, based on the pro-

posed project’s: 
(A) Potential for improving revenues, 

profitability and cash flow from oper-
ations; and 

(B) Reliance on third parties for suc-
cess. 

(c) The potential recovery in the 
event of a default will be based on: 

(1) The nature of the Applicant’s as-
sets; and 

(2) Liquidation value of the collateral 
offered, including the terms and condi-
tions of the lien securing the collat-
eral. 

§ 260.19 Preapplication meeting. 
Potential Applicants may request a 

meeting with the FRA Associate Ad-
ministrator for Railroad Development 
to discuss the nature of the project 
being considered. Applicants must be 
prepared to provide at least the fol-
lowing information: 

(a) Applicant’s name, address, and 
contact person; 

(b) Name of the proposed infrastruc-
ture partner(s), if any, including the 

identification of potential amounts of 
funding from each; 

(c) Amount of the direct loan or loan 
guarantee request, and a description of 
the technical aspects of the project in-
cluding a map of the existing railroad 
lines with the location of the project 
indicated; 

(d) Brief description and estimate of 
the economic impact, including future 
demand for service, improvements that 
can be achieved, the project’s relation 
to the priorities listed in § 260.7, along 
with any feasibility, market or other 
studies that may have been done as at-
tachments; 

(e) Amount of Applicant’s equity and 
a description of collateral offered, with 
estimated values, including the basis of 
such, to be offered as security for the 
loan; 

(f) If applicable, the names and ad-
dresses of the Applicant’s parent, affili-
ates, and subsidiary corporations, if 
any, and a description of the ownership 
relationship and the level of guarantee, 
if any, to be offered; 

(g) For existing companies, a current 
balance sheet and an income statement 
not more than 90 days old and financial 
statements for the borrower and any 
parent, affiliates, and subsidiaries for 
at least the four most recent years; and 

(h) Information relevant to the po-
tential environmental impacts of the 
project in the context of applicable 
Federal law. 

Subpart C—Applications for 
Financial Assistance 

§ 260.21 Eligibility. 
The Administrator may make a di-

rect loan to an Applicant, or guarantee 
the payment of the principal balance 
and any interest of an obligation of an 
Applicant prior to, on, or after the date 
of execution or the date of disburse-
ment of such obligation, if the proceeds 
of such direct loan or obligation shall 
be, or have been, used by the Applicant 
for the eligible purposes listed in 
§ 260.5(a)(1), (2), and (3). 

§ 260.23 Form and content of applica-
tion generally. 

Each application shall include, in the 
order indicated and identified by appli-
cable paragraph numbers and letters 
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corresponding to those used in this sec-
tion, the following information: 

(a) Full and correct name and prin-
cipal business address of the Applicant; 

(b) Date of Applicant’s incorporation, 
or organization if not a corporation, 
and name of the government, State or 
territory under the laws of which it 
was incorporated or organized. If Appli-
cant is a partnership, association, or 
other form of organization other than a 
corporation, a full description of the 
organization should be furnished; 

(c) Name, title, and address of the 
person to whom correspondence regard-
ing the application should be ad-
dressed. 

(d) A statement of whether the 
project involves another railroad or 
other participant, through joint execu-
tion, coordination, or otherwise; if so, 
description of the relative participa-
tion of Applicant and such other rail-
road or participant, including financial 
statements (if applicable) and financ-
ing arrangements of each participant, 
portion of the work to be performed by 
each participant, and anticipated level 
of usage of the equipment or facility of 
each participant when the work is com-
pleted, along with a statement by a re-
sponsible officer or official of the other 
railroad or participant that the infor-
mation provided reflects their agree-
ment on these matters; 

(e) A detailed description of the 
amount and timing of the financial as-
sistance that is being requested and its 
purpose or purposes, including: 

(1) Detailed description of the project 
and its purpose or purposes; 

(2) A description of all facilities or 
equipment and the physical condition 
of such facilities or equipment included 
in or directly affected by the proposed 
project; 

(3) Each part or sub-part into which 
the project may reasonably be divided 
and the priority and schedule of ex-
penditure for each part or sub-part; and 

(4) Proposed dates of commencement 
and completion of the project and esti-
mated timing of the expenditure of the 
proceeds of the obligation; 

(5) A map of Applicant’s existing rail-
road with location of project indicated, 
if appropriate. 

(f) A listing and description of the 
collateral to be offered the Adminis-

trator in connection with any financial 
assistance provided; Applicant’s opin-
ion of the value of this security and the 
basis for such opinion; in the case of 
leased equipment to be rehabilitated or 
improved with the proceeds of the obli-
gation proposed to be guaranteed, Ap-
plicant shall state, in addition to the 
above, whether the lease provides for, 
or the lessor will permit, encumbrance 
of the leasehold or subordination of the 
lessor’s interest in the equipment to 
the Administrator; 

(g) A statement, in summary form, 
showing financial obligations to or 
claims against the United States or ob-
ligations for which the United States is 
guarantor, if any, by Applicant or any 
affiliated corporate entity of the Appli-
cant or the Applicant’s parent as of the 
date of the application, including: 

(1) Status of any claims under litiga-
tion; and 

(2) Any other debits or credits exist-
ing between the Applicant and the 
United States, showing the department 
or agency involved in such loans, 
claims and other debts; 

(h) To the extent such information is 
available, an analysis that includes: 

(1) A statement, together with sup-
porting evidence including copies of all 
market analyses and studies that have 
been performed to determine present 
and future demand for rail services or 
facilities, that the financing is justi-
fied by present and future probable de-
mand for rail services or facilities, will 
meet existing needs for such services or 
facilities, and will provide shippers or 
passengers with improved service; 

(2) Description of the impact of the 
project upon the projected freight or 
passenger traffic to be originated, ter-
minated, or carried by the Applicant 
for at least the five years immediately 
following completion of the project; 

(3) Explanation of the manner in 
which the project will increase the eco-
nomical and efficient utilization of 
equipment and facilities; and 

(4) Description of cost savings or any 
other benefit which would accrue to 
the Applicant from the project; 

(i) A statement as to how the project 
will contribute to, or enhance, the safe 
operation of the railroad, considering 
such factors as the occupational safety 
and health of the employees and the 
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improvement of the physical and other 
conditions that have caused or may 
cause serious injury or loss of life to 
the public or significant property dam-
age; 

(j) A statement of the Applicant’s 
maintenance program for its entire rail 
system and planned maintenance pro-
gram for the equipment or facilities fi-
nanced by the proceeds of the financial 
assistance; 

(k) A certified statement in the form 
contained in § 260.31(d) that Applicant 
will pay to the Administrator, in ac-
cordance with § 260.11, the investigation 
charge with respect to the application. 

(l) Information relevant to the poten-
tial environmental impacts of the 
project in the context of applicable 
Federal laws; 

(m) Any additional information that 
the Applicant deems appropriate to 
convey a full and complete under-
standing of the project, the project’s 
relations to the priorities listed in 
§ 260.7, and its impact, or to assist the 
Administrator in making the statu-
torily prescribed findings; and 

(n) Any other information which the 
Administrator may deem necessary 
concerning an application filed under 
this part. 

(o) Railroad applicants must also 
submit a copy of application for financ-
ing for the project in the private sec-
tor, including terms requested, from at 
least one commercial lender, and its 
response refusing to provide such fi-
nancing. 

§ 260.25 Additional information for Ap-
plicants not having a credit rating. 

Each application submitted by Appli-
cants not having a recent credit rating 
from one or more nationally recognized 
rating agencies shall include, in the 
order indicated and identified by appli-
cable numbers and letters cor-
responding to those used in this sec-
tion, the following information: 

(a) A narrative statement detailing 
management’s business plan to en-
hance Applicant’s ability to provide 
rail services including a discussion of 
the following: 

(1) Applicant’s current and prospec-
tive traffic base, including by com-
modity and geographic region, major 

markets served, major interchange 
points, and market development plans; 

(2) Applicant’s current operating pat-
terns, and plans, if any, to enhance its 
ability to serve its current and pro-
spective traffic base; 

(3) System-wide plans to maintain 
equipment and rights-of-way at current 
or improved levels; and 

(4) Specific plans for rationalization 
of marginal or uneconomic services; 

(b) Detailed financial information, 
including: 

(1) Financial statements prepared by 
a Certified Public Accountant (audited, 
if available), for the four calendar 
years immediately preceding the date 
of filing of the application, including: 

(i) A copy of Applicant’s most recent 
year-end general balance sheet and a 
copy of Applicant’s most recent 
unaudited general balance sheet; and 

(ii) Applicant’s most recent annual 
income statement and a spread sheet 
showing unaudited monthly and year- 
to-date income statement data up to 
the date the application is filed; 

(2) Projected financial statements, 
including spread sheets showing for 
each of the four years subsequent to 
the year in which the application is 
filed, both before and after giving ef-
fect to the proceeds of the assistance 
requested in the application: 

(i) Forecasted annual income state-
ment; 

(ii) Forecasted year-end balance 
sheets. These spread sheets shall be ac-
companied by a statement setting 
forth the bases for such forecasts; and 

(iii) A spread sheet showing changes 
in financial position for the year in 
which the application is filed, includ-
ing the period ending on the date of the 
application based upon actual data and 
the period from the date of the applica-
tion to the end of the year, based upon 
estimated and forecasted data; 

(c) Capital spending plans for the 
next five years; 

(d) Cash flow projections; 
(e) Contingency plans for termi-

nation of the project before comple-
tion, if necessary; and 

(f) A narrative description of Appli-
cant’s management team, including: 

(1) Rail experience of top manage-
ment; 
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