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(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 is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ~ Accelerated filer ~ Non-accelerated filer x
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 October 31, 2006, there were 12,626,543 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)

Assets
Current assets
Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $111 and $115, respectively

Inventories
Deferred income taxes and other current assets

Total current assets

Property, plant and equipment, net
Goodwill and intangible assets, net
Deferred income taxes and other assets

Total assets

Liabilities and Stockholders Equity
Current liabilities

Accounts payable

Income taxes payable

Accrued warranty

Other current liabilities

Total current liabilities

Long-term debt, less current portion
Accrued pension costs and postretirement benefits, less current portion

Total liabilities

Commitments and contingencies
Stockholders equity

Preferred stock, $0.01 par value; 2,500,000 shares authorized (100,000 shares designated as Series A voting
and 100,000 shares designated as Series B non-voting); O shares issued and outstanding at September 30,

2006 and December 31, 2005

Common stock, $0.01 par value; 50,000,000 shares authorized, 12,626,543 and 12,570,200 shares issued
and outstanding at September 30, 2006 and December 31, 2005, respectively

Additional paid in capital
Accumulated other comprehensive loss
Retained earnings

Total stockholders equity

Table of Contents

September 30, December 31,
2006 2005
(In thousands)

$ 184,705 $ 61,737

13,353 3,854
124,269 75,089
14,655 13,443
336,982 154,123
22,468 23,889
33,912 34,355
9,357 12,915

$402,719 $ 225282

$ 139,085 $ 59,514

9,574 4235
11,571 7,878
25,874 27,144

186,104 98,771

108 154
26,762 34,158
212,974 133,083
126 126
97,845 93,932
(5.556) (5,556)
97,330 3,697
189,745 92,199
4
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Total liabilities and stockholders equity $402,719 $ 225282

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

Condensed Consolidated Statements of Operations

(Unaudited)

Sales
Cost of sales

Gross profit

Selling, general and administrative expense (including non-cash
stock-based compensation expense of $457, $82, $1,674 and $151,
respectively)

Operating income

Interest income

Interest expense

Amortization and write-off of deferred financing costs

Income before income taxes
Income tax provision

Net income
Redeemable preferred stock dividends accumulated

Net income attributable to common stockholders

Net income per common share attributable to common stockholders
basic

Net income per common share attributable to common stockholders
diluted

Weighted average common shares outstanding basic
Weighted average common shares outstanding diluted
Dividends declared per common share

See Notes to Condensed Consolidated Financial Statements.
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Three Months Ended
September 30,
2006 2005

(In thousands, except share and per share data)

$ 395,759 $ 263,405 $

330,542 227,774
65,217 35,631
8,585 7,460
56,632 28,171

(1,720) (308)
94 388

76 76
58,182 28,015
21,388 10,976
36,794 17,039

$ 36,794 $ 17,039 $

$ 2.92 $ 1.36 $

$ 2.88 $ 1.35 $
12,601,522 12,532,700
12,782,562 12,667,234

$ 0.03 $ 0.03 $

Nine Months Ended
September 30,
2006 2005

1,053,969 $ 659,924
882,025 586,750
171,944 73,174
25,113 21,639
146,831 51,535

(3,652) (650)
262 10,987
229 699
149,992 40,499
55,224 12,401
94,768 28,098
311
94,768 $ 27,787
7.54 $ 2.61
7.41 $ 2.59
12,570,279 10,664,568
12,780,828 10,715,399
0.09 $ 0.03
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FreightCar America, Inc.

Condensed Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Ended
September 30,
2006 2005
(In thousands)
Cash flows from operating activities
Net income $ 94,768 $ 28,098
Adjustments to reconcile net income to net cash flows provided by operating activities
Depreciation and amortization 4,583 5,772
Non-cash interest expense related to senior notes and rights to additional acquisition consideration 9,635
Other non-cash items 112 1,490
Deferred income taxes 2,918 4,821
Stock-based compensation expense 1,674 151
Changes in operating assets and liabilities:
Accounts receivable (9,499) 232
Inventories (49,180) (7,737)
Accounts payable 79,571 (3,242)
Income tax payable/receivable 5,339 7,583
Other accrued liabilities (5,692) 1,235
Net cash flows provided by operating activities 124,594 48,038
Cash flows from investing activities
Restricted cash deposits, net 12,955
Proceeds from sale of property, plant and equipment 1,082
Purchases of property, plant and equipment (3,760) (6,381)
Net cash flows (used in) provided by investing activities (2,678) 6,574
Cash flows from financing activities
Payments on long-term debt (53) (59,316)
Issuance of common stock (net of issuance costs) and deferred offering costs 1,044 87,319
Excess tax benefit from stock-based compensation 1,196
Redemption of preferred stock and payment of accumulated dividends (13,000)
Payments of additional acquisition consideration (34,963)
Cash dividends paid to stockholders (1,135) (376)
Net cash flows provided by (used in) financing activities 1,052 (20,336)
Net increase in cash and cash equivalents 122,968 34,276
Cash and cash equivalents at beginning of period 61,737 11,213
Cash and cash equivalents at end of period $184,705 $ 45,489

See Notes to Condensed Consolidated Financial Statements.
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Notes to Condensed Consolidated Financial Statements
(Unaudited)
(In thousands except share and per share data)
Note 1 Description of the Business

FreightCar America, Inc. ( America ), through its direct and indirect wholly owned subsidiaries, JAC Intermedco, Inc. ( Intermedco ), JAC
Operations, Inc. ( Operations ), Johnstown America Corporation ( JAC ), Freight Car Services, Inc. ( FCS ), JAIX Leasing Company ( JAIX ), JAC
Patent Company ( JAC Patent ) and FreightCar Roanoke, Inc. ( FCR ) (herein collectively referred to as the Company ), manufactures, rebuilds,
repairs, sells and leases railroad freight cars used for hauling coal, other bulk commodities, steel and other metals, forest products, intermodal

containers and automobiles and trucks. The Company has manufacturing facilities in Danville, Illinois, Roanoke, Virginia and Johnstown,

Pennsylvania. The Company s operations comprise one operating segment. The Company and its direct and indirect wholly owned subsidiaries

are all Delaware corporations.

Note 2 Basis of Presentation

The accompanying condensed consolidated financial statements include the accounts of America, Intermedco, Operations, JAC, FCS, JAIX,
JAC Patent and FCR. All significant 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 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 months and nine
months ended September 30, 2006 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.
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 Form 10-K for the year ended December 31, 2005.

Note 3 Stock-Based Compensation

In December 2004, the Financial Accounting Standards Board (the FASB ) issued Statement of Financial Accounting Standards ( SFAS ) No. 123
(R), Share-Based Payment, which establishes the accounting for transactions in which an entity exchanges its equity instruments or certain

liabilities based upon the entity s equity instruments for goods or services. The revision to SFAS No. 123 generally requires that publicly traded
companies measure the cost of employee services received in exchange for an award of equity instruments based on the fair value of the award

on the grant date. That cost will be recognized over the period during which an employee is required to provide service in exchange for the

award, which is usually the vesting period. The Company adopted SFAS No. 123 (R) effective January 1, 2006 using the modified prospective
method and, as such, results for prior periods have not been restated.

On April 11, 2005, the Company adopted a stock option plan titled The 2005 Long-Term Incentive Plan (the Plan ). The Plan is intended to
provide incentives to attract, retain and motivate employees and directors. The Company believes that such awards better align the interests of its
employees and directors with those of its stockholders. The Plan provides for the grant to eligible persons of stock options, share appreciation
rights, or SARs, restricted shares, restricted share units, or RSUs, performance shares, performance units, dividend equivalents and other
share-based awards, referred to collectively as the awards. The Plan was effective April 11, 2005 and will terminate as to future awards on

April 11, 2015. Under the Plan, 659,616 shares of common stock have been reserved for issuance. Prior to January 1, 2006, the Company
accounted for the Plan under the recognition and measurement principles of APB Opinion No. 25, Accounting for Stock Issued to Employees,
and its related interpretations. Prior to January 1, 2006, compensation expense was recognized for stock option grants that had an exercise price
less than fair market value on the date of grant and restricted stock awards were expensed by the Company over the vesting period.
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Stock-based compensation expense of $457 and $82 is included within selling, general and administrative expense for the three months ended
September 30, 2006 and 20035, respectively, and $1,674 and $151 for the nine months ended September 30, 2006 and 2005, respectively. The
total income tax benefit recognized on the income statement for share-based compensation arrangements was $169 and $30 for the three months
ended September 30, 2006 and 2005, respectively and $618 and $55 for the nine months ended September 30, 2006 and 2005, respectively.

The fair value of each option award is estimated on the date of grant using the Black-Scholes option valuation model. The following
assumptions were used to value the 2005 stock options: expected lives of the options ranging between 5.5 and 6.5 years, expected volatility of
35%, risk-free interest rates ranging between 4.17% and 4.24% and an expected dividend yield of 0.5%. Expected life in years is determined by
using the simplified method allowed by the Securities and Exchange Commission in accordance with Staff Accounting Bulletin No. 107.
Expected volatility is based on the historical volatility of stock for comparable public companies and the implied volatility is derived from
current publicly traded call option prices of comparable public companies. The risk-free interest rate is based on the U.S. Treasury bond rate for
the expected life of the option. The expected dividend yield is based on the latest annualized dividend rate and the current market price of the
underlying common stock.

The following table illustrates the effect on net income attributable to common stockholders and earnings per share attributable to common
stockholders if the Company had applied the fair value recognition provisions of SFAS No. 123 to stock-based compensation.

Three
Months Nine Months
Ended Ended
September 30, September 30,
2005 2005
Net income attributable to common stockholders, as reported $ 17,039 $ 27,787
Add: Stock-based employee compensation expense determined under the intrinsic value
method, net of tax 52 96
Deduct: Stock-based employee compensation expense determined under fair value
method, net of tax (171) (314)
Net income attributable to common stockholders, pro forma $ 16,920 $ 27,569
Net income per common share attributable to common stockholders basic
As reported $ 1.36 $ 2.61
Pro forma $ 1.35 $ 2.59
Net income per common share attributable to common stockholders diluted
As reported $ 1.35 $ 2.59
Pro forma $ 1.34 $ 2.57
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A summary of the Company s stock options as of September 30, 2006 and changes during the nine months then ended is presented below:

Weighted-
Weighted- Average
Average Remaining
Exercise Contractual Aggregate
Price Term Intrinsic
Shares (per share) (in years) Value
Outstanding at January 1, 2006 339,808 $ 1991
Granted
Exercised 54,968 19.00
Forfeited or expired
Outstanding at September 30, 2006 284,840 $ 20.08 86 $ 9376
Exercisable at September 30, 2006 54968 $ 19.00 8.5 $ 1,869

Nonvested Stock Activity

A summary of the Company s nonvested shares as of September 30, 2006 and changes during the nine months then ended is presented below:

Weighted-
Average
Grant Date
Fair Value
Nonvested Shares Shares (per share)
Nonvested at January 1, 2006 37,500 $  49.90
Granted 3,542 62.31
Vested (13,854) 50.13
Forfeited or expired 2,167) 49.90
Nonvested at September 30, 2006 25,021 $ 51.53

As of September 30, 2006, there were $1,774 and $982 of total unrecognized compensation expense related to nonvested options and nonvested
stock awards, respectively, which will be recognized over the average remaining requisite service periods of 1.6 and 1.5 years, respectively.

Note 4 Recent Accounting Pronouncements

In November 2004, the FASB issued Statement SFAS No. 151, Inventory Costs An amendment of ARB No. 43, Chapter 4, which requires the
recognition of costs of idle facilities, excessive spoilage, double freight and rehandling costs as a component of current-period expenses. The
provisions of SFAS No. 151 are effective for inventory costs incurred during fiscal years beginning after June 15, 2005. The adoption of SFAS
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151 had no material impact on our financial statements.

In June 2006, the FASB issued FASB Interpretation ( FIN ) No. 48, Accounting for Uncertainty in Income Taxes An Interpretation of FASB
Standard No. 109. FIN No. 48 prescribes a recognition threshold and measurement attribute for financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return, and also provides guidance on derecognition, classification, interest
and penalties, accounting in interim periods, disclosure and transition. FIN No. 48 is effective for fiscal years beginning after December 15,
2006. The Company is in the process of evaluating the financial impact of adopting FIN No. 48.

In September 2006, the FASB issued Statement SFAS No. 158, Employers Accounting for Defined Benefit Pension and Other Postretirement
Plans An amendment of FASB Statements No. 87, 88, 106 and 132(R). SFAS No. 158 requires the recognition of the funded status of a benefit
plan in the balance sheet; the recognition in other comprehensive income of gains or losses and prior service costs or credits arising during the
period but which are not included as components of periodic benefit cost; the measurement of defined benefit plan assets and obligations as of
the balance sheet date; and disclosure of additional information about the effects on periodic benefit cost for the following fiscal year arising
from delayed recognition
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of gains and losses in the current period. SFAS No. 158 is effective for the Company s year ending December 31, 2006. The Company is in the
process of evaluating the financial impact of adopting SFAS No. 158. However, based on the funded status of the Company s defined benefit
pension plans and other postretirement plan as of December 31, 2005 (the Company s most recent measurement date), the Company would be
required to increase its net liabilities for pension and other postretirement benefits, which would result in a decrease in stockholders equity of
approximately $23,459, net of taxes. The actual impact of implementing this standard may vary from the estimated impact, as the ultimate
amounts recorded will depend on a number of assumptions, including, but not limited to, the discount rates in effect at December 31, 2006, the
actual rate of return on the Company s pension plan assets for the year then ended and the impact of the Company s expected additional pension
contributions of $18,607 during the year ending December 31, 2006. Changes in these assumptions since the Company s last measurement date
could increase or decrease the impact of adopting SFAS No. 158 on the Company s consolidated financial statements at December 31, 2006.

In September 2006, the FASB issued Statement SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value, establishes a
framework for measuring fair value and expands disclosures about fair value measurements. SFAS No. 157 requires companies to disclose the
fair value of their financial instruments according to a fair value hierarchy as defined in the standard. Additionally, companies are required to
provide enhanced disclosure regarding financial instruments in one of the categories, including a separate reconciliation of the beginning and
ending balances for each major category of assets and liabilities. SFAS No. 157 is effective for fiscal years beginning after November 15, 2007,
and interim periods within those fiscal years. Other than the enhanced disclosures required, the Company does not expect the provisions of
SFAS No. 157 to have a material impact on the Company s financial statements.

In September 2006, the SEC staff issued Staff Accounting Bulletin (SAB) No. 108, Considering the Effects of Prior Year Misstatements when
Quantifying Misstatements in Current Year Financial Statements. SAB No. 108 was issued in order to eliminate the diversity of practice
surrounding how public companies quantify financial statement misstatements. The SEC has stated that SAB No. 108 should be applied no later
than for the annual financial statements for the first year ending after November 15, 2006, with earlier application encouraged. The Company
does not expect the application of SAB No. 108 to have a material impact on the Company s financial statements.

Note 5 Initial and Secondary Public Offerings

On April 5, 2005, the Company s registration statement on Form S-1 (Registration No. 333-123384) was declared effective and, on that same
date, the Company filed a registration statement on Form S-1 pursuant to Rule 462(b) under the Securities Act (Registration No. 333-123875)
(collectively, the Registration Statement ). Pursuant to the Registration Statement, as amended, the Company registered 9,775,000 shares of
common stock (5,100,000 shares offered by the Company and 4,675,000 shares offered by selling stockholders, including 1,275,000 shares
offered by selling stockholders pursuant to the exercise of the underwriters over-allotment option), par value $0.01 per share, with an aggregate
offering price of $185,725. On April 11, 2005, the Company and the selling stockholders completed the sale of 9,775,000 shares of common
stock to the public at a price of $19.00 per share and the offering was completed. The Company did not receive any proceeds from the sale of
shares by the selling stockholders. UBS Securities LLC, Jefferies & Company, Inc., CIBC World Markets Corp. and LaSalle Debt Capital
Markets acted as underwriters for the offering. The stock offering resulted in gross proceeds to the Company of $96,900. Expenses related to the
offering are as follows: $6,783 for underwriting discounts and commissions and $4,811 for other expenses, for total expenses of $11,594. None
of the expenses resulted in direct or indirect payments to any of the Company s directors, officers or their associates, to persons owning 10% or
more of the Company s common stock or to any of the Company s affiliates. The Company received net proceeds of approximately $85,306 in the
offering.

The proceeds of the offering and available cash were used as follows: $48,361 was used for the repayment of the senior notes, $34,963 was used
for payment under the rights to additional acquisition consideration, $13,000 was used for the redemption of the redeemable preferred stock,
$5,371 was used for the repayment of the term loan, $5,232 was used for the repayment of the industrial revenue bonds and $900 was used for
payments related to the termination of management services and other agreements. In conjunction with these payments, early termination fees of
$110 and a write-off of deferred financing costs of $439 were recorded in April 2005 related to the term loan repayment. In addition, in April
2005, the Company recorded charges of $766 related to unamortized discount on the senior notes and $4,617 related to the rights to additional
acquisition consideration.
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In September 2005, the Company completed a secondary offering of its common stock whereby the selling stockholders, including all of the
Company s executive officers and certain of the Company s directors, offered and sold 2,626,317 shares (including 342,563 shares following the
exercise of the underwriters over-allotment option) at a price of $40.50 per share. The Company did not sell any shares and did not receive any
proceeds from the sale of shares by the selling stockholders. The Company incurred $834 of expenses in connection with the secondary offering
which were recognized in the consolidated statement of operations.

Note 6 Inventories

Inventories are stated at the lower of first-in, first-out cost or market and include material, labor and manufacturing overhead. The components
of inventories are as follows:

September 30, December 31,
2006 2005
Work in process $ 111,878 $ 70,312
Finished new railcars 12,391 4,777
Total inventories $ 124,269 $ 75,089
Note 7 Property, Plant and Equipment
Property, plant and equipment consists of the following:
September 30, December 31,
2006 2005
Land $ 722 $ 909
Buildings and improvements 24,185 26,476
Machinery and equipment 38,900 38,183
Cost of buildings, improvements, machinery and equipment 63,085 64,659
Less: Accumulated depreciation and amortization (42,755) (42,209)
Buildings, improvements, machinery and equipment, net of accumulated
depreciation and amortization 20,330 22,450
Construction in process 1,416 530
Total property, plant and equipment, net $ 22,468 $ 23,889

Note 8 Goodwill and Intangible Assets

In June 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible Assets, which became effective for the Company on January 1,
2002. This standard requires that goodwill and intangible assets with indefinite useful lives shall not be amortized but shall be tested for
impairment at least annually by comparing the fair value of the asset to its related carrying value.

The Company performs the goodwill impairment test required by SFAS No. 142 as of January 1 of each year. The valuation uses a combination
of methods to determine the fair value of the Company (which consists of one reporting unit) including prices of comparable businesses, a
present value technique and recent transactions involving businesses similar to the Company. There was no adjustment required based on the
annual impairment tests for 2005 and 2006.
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Goodwill and intangible assets consist of the following:

Patents
Accumulated amortization

Patents, net of accumulated amortization
Pension intangible asset

Goodwill

Total goodwill and intangible assets

September 30, December 31,
2006 2005

$ 13,097 $ 13,097
(7,277) (6,834)

5,820 6,263

6,571 6,571

21,521 21,521

$ 33,912 $ 34,355

Patents are being amortized over their remaining legal life from the date of acquisition on a straight-line method. The weighted average
remaining life of the Company s patents is 11 years. Amortization expense related to patents, which is included in cost of sales, was $148 and
$147 for the three months ended September 30, 2006 and 2005, respectively, and $443 and $442 for the nine months ended September 30, 2006
and 2005, respectively. The Company estimates amortization expense for each of the five years in the period ending December 31, 2010 will be

approximately $590.

Note 9 Product Warranties

Warranty terms are based on the negotiated railcar sales contracts and typically are for periods of one to five years. Historically, the majority of
warranty claims occur in the first three years of the warranty period. The changes in the warranty reserve for the three and nine months ended

September 30, 2006 and 2005, are as follows:

Balance at the beginning of the period
Warranties issued during the period
Reductions for payments, cost of repairs and other

Balance at the end of the period
Note 10 Borrowing Arrangements

Total debt consists of the following:

Capital leases
Current portion

Long-term debt, less current portion
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Three Months Ended Nine Months Ended

September 30, September 30,
2006 2005 2006 2005
$10,551 $6462 $ 7878 $ 5,964
1,422 1,356 4,499 3,495
(402) (542) (806) (2,183)

$11,571  $7,276 $11,571 $ 7,276

September 30, December 31,
2006 2005
$ 171 $ 224
(63) (70
$ 108 $ 154

16



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

Revolving Credit Facility

On April 11, 2005, the Company entered into an Amended and Restated Credit Agreement (the revolving credit agreement ) with LaSalle Bank
National Association and the lenders party thereto providing for the terms of the Company s revolving credit facility (the revolving credit
facility ). The proceeds of the revolving credit facility will be used to finance the working capital requirements of the Company through direct
borrowings and the issuance of stand-by letters of credit. The revolving credit facility has a total commitment of the lesser of (i) $50,000 or

(i1) an amount equal to a percentage of eligible accounts receivable plus a percentage of eligible finished inventory plus a percentage of
semi-finished inventory with a sub-facility for letters of credit totaling $30,000. The revolving credit facility has a three-year term ending on
April 11, 2008 and bears interest at a rate of LIBOR plus an applicable margin of between 1.75% and 3.00% depending on the Company s ratio
of consolidated senior debt to consolidated EBITDA (as defined in the revolving credit agreement). Borrowings under the revolving credit
facility are collateralized by substantially all of the assets of the Company. The revolving credit facility has both affirmative and negative
covenants, including, without limitation, a maximum senior debt leverage ratio, a maximum total debt leverage ratio, a minimum interest
coverage ratio, a minimum tangible net worth and

11

Table of Contents 17



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

Table of Conten

limitations on capital expenditures and dividends. As of September 30, 2006, the Company had no borrowings under the revolving credit
facility, $7,338 in letters of credit under the letter of credit sub-facility and the ability to borrow $42,662 under the revolving credit facility.
Under the revolving credit facility, the Company s subsidiaries are permitted to pay dividends and transfer funds to the Company without
restriction.

Note 11 Comprehensive Income

Comprehensive income is defined as the change in equity of a business enterprise during a period from transactions and other events and
circumstances from non-owner sources. Comprehensive income consists of net income and the minimum pension liability adjustment, which is
shown net of tax. Comprehensive income was $36,974 and $17,039 for the three months ended September 30, 2006 and 2005, respectively, and
$94,768 and $28,098 for the nine months ended September 30, 2006 and 2005, respectively.

Note 12 Employee Benefit Plans

The Company has qualified, defined benefit pension plans covering substantially all of the employees of JAC, Operations and JAIX. The
Company uses a measurement date of December 31 for all of its employee benefit plans. Generally, contributions to the plans are not less than
the minimum amounts required under the Employee Retirement Income Security Act and not more than the maximum amount that can be
deducted for federal income tax purposes. The plans assets are held by independent trustees and consist primarily of equity and fixed income
securities.

The Company also provides certain postretirement health care benefits for certain of its salaried and hourly retired employees. Generally,
employees may become eligible for health care benefits if they retire after attaining specified age and service requirements. These benefits are
subject to deductibles, co-payment provisions and other limitations.

The components of net periodic benefit cost for the three months and nine months ended September 30, 2006 and 2005, are as follows:

Three Months Ended Nine Months Ended

September 30, September 30,
2006 2005 2006 2005

Pension Benefits

Service cost $ 625 $ 511 $ 1,876 $ 1,533
Interest cost 658 600 1,973 1,800
Expected return on plan assets (493) (386) (1,479) (1,158)
Amortization of prior service cost 177 158 531 474
Amortization of unrecognized net loss 169 143 508 429

$ 1,136 $ 1,026 $ 3,409 $ 3,078

Three Months Ended Nine Months Ended

September 30, September 30,
2006 2005 2006 2005
Postretirement Benefit Plan
Service cost $ 173 $ 201 $ 520 $ 603
Interest cost 716 742 2,148 2,226
Amortization of prior service cost 409 450 1,226 1,350
Amortization of unrecognized net loss 126 111 379 333

$ 1424 $ 1,504 $ 4273 §$ 4,512
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The Company made contributions to the Company s defined benefit pension plans of $13,874 and $1,444, respectively, for the three months
ended September 30, 2006 and 2005, and $16,721 and $3,104, respectively, for the nine months ended September 30, 2006 and 2005. During the
three months ended September 30, 2006, contributions to the Company s defined benefit pension plans consisted of required minimum
contributions of $5,385 and an additional contribution of $8,489. Total contributions to the Company s defined benefit pension plans in 2006 are
expected to be approximately $18,607. The Company made payments to the Company s postretirement benefit plan of approximately $554 and
$708, respectively, for the three months ended September 30, 2006 and 2005, and $2,302 and $2,124, respectively, for the nine months ended
September 30, 2006 and 2005. Total payments to the Company s postretirement benefit plan in 2006 are expected to be approximately $3,309.
As of December 31, 2005, our benefit obligation under our defined benefit pension plans and our postretirement benefit plan was $46,590 and
$51,433, respectively, which exceeded the fair value of plan assets by $27,153 and $51,433, respectively.
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The Company also maintains qualified defined contribution plans which provide benefits to employees based on employee contributions, years
of service, employee earnings or certain subsidiary earnings, with discretionary contributions allowed. Expenses related to these plans were $423
and $354 for the three months ended September 30, 2006 and 2003, respectively, and $1,251 and $891 for the nine months ended September 30,
2006, respectively.

Note 13  Risks and Contingencies

The Company is involved in various warranty and repair claims and related threatened and pending legal proceedings with its customers in the
normal course of business. In the opinion of management, the Company s potential losses in excess of the accrued warranty provisions, if any,
are not expected to be material to the Company s financial position, results of operations or cash flows.

The Company relies upon third-party suppliers for railcar heavy castings, wheels and other components for its railcars. In particular, it purchases
a substantial percentage of its railcar heavy castings and wheels from subsidiaries of one entity. The Company also relies upon a single supplier
to manufacture all of its cold-rolled center sills for its railcars. Any inability by these suppliers to provide the Company with components for its
railcars, any significant decline in the quality of these components or any failure of these suppliers to meet the Company s planned requirements
for such components may have a material adverse impact on the Company s financial condition and results of operations. While the Company
believes that it could secure alternative manufacturing sources, the Company may incur substantial delays and significant expense in finding
alternative sources and its results of operations may be significantly affected.

Note 14 Earnings Per Share

Shares used in the computation of the Company s basic and diluted earnings per common share are reconciled as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2006 2005 2006 2005
Weighted average common shares outstanding 12,601,522 12,532,700 12,570,279 10,664,568
Dilutive effect of employee stock options and nonvested share awards 181,040 134,534 210,549 50,831
Weighted average diluted common shares outstanding 12,782,562 12,667,234 12,780,828 10,715,399

Weighted average diluted common shares outstanding include the incremental shares that would be issued upon the assumed exercise of stock
options and the assumed vesting of nonvested share awards. For the three and nine months ended September 30, 2006, there were 1,685 shares
of nonvested share awards which were anti-dilutive and not included in the above calculation.

Note 15 Operating Segment and Concentration of Sales

The Company s operations consist of a single reporting segment. The Company s sales include new railcars, used railcars, leasing and other. Sales
for the three months and nine months ended September 30, 2006 and 2005, are as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2006 2005 2006 2005
New railcar sales $393,408 $257,321 $1,047,386 $646,399
Used railcar sales 3,916 5,933
Leasing revenues 56 15 68 55
Other sales 2,295 2,153 6,515 7,537

$395,759 $263.405 $1,053,969 $659,924
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Due to the nature of its operations, the Company is subject to significant risks related to concentration of business with a few customers. Sales to
four customers accounted for 23%, 17%, 13% and 11%, respectively, of revenues for the three months ended September 30, 2006 and sales to
three customers accounted for 28%, 12% and 10%, respectively, of revenues for the three months ended September 30, 2005. Sales to four
customers accounted for 15%, 11%, 11% and 10%, respectively, of revenues for the nine months ended September 30, 2006 and sales to three
customers accounted for 18%, 11% and 10%, respectively, of revenues for the nine months ended September 30, 2005.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations.
OVERVIEW

You should read the following discussion in conjunction with our condensed consolidated financial statements and related notes included
elsewhere in this quarterly report on Form 10-Q. This discussion contains forward-looking statements that are based on management s current
expectations, estimates and projections about our business and operations. Our actual results may differ materially from those currently
anticipated and expressed in such forward-looking statements. See Cautionary Statement Regarding Forward-Looking Statements.

We are the leading manufacturer of aluminum-bodied railcars in North America, based on the number of railcars delivered, and we believe that
we are the leading North American manufacturer of coal-carrying railcars. We also refurbish and rebuild railcars and sell forged, cast and
fabricated parts for the railcars we produce, as well as those manufactured by others. We have chosen not to offer significant railcar leasing
services, as we have made a strategic decision not to compete with our customers that provide railcar leasing services, which represent a
significant portion of our revenue. Our primary customers are financial institutions, railroads and shippers.

Our manufacturing facilities are located in Danville, Illinois, Johnstown, Pennsylvania and Roanoke, Virginia. All of our manufacturing
facilities have the capability to manufacture a variety of types of railcars.

In the three months ended September 30, 2006, we delivered 5,027 new railcars, compared to our delivery of 3,617 new railcars in the three
months ended September 30, 2005. Orders for new railcars totaled 357 units for the three months ended September 30, 2006, compared to 3,763
units ordered for the three months ended June 30, 2006 and orders of 6,884 units for the three months ended September 30, 2005. Our total
backlog of firm orders for new railcars was 12,176 at September 30, 2006, compared with 16,846 at June 30, 2006 and 19,134 at September 30,
2005. The backlog as of September 30, 2005 represented estimated sales of $1.3 billion, while the backlog as of September 30, 2006 represents
estimated sales of $0.9 billion. Approximately 90% of our backlog as of September 30, 2006 consisted of coal-carrying railcars.

Prices for steel and aluminum, the primary raw material components of our railcars, and surcharges on steel and railcar components remain at
relatively high levels when compared to historical levels. Notwithstanding fluctuations in the cost of raw materials, nearly all of the contracts in
our current backlog include provisions that allow for variable pricing to protect us against future changes in the cost of raw materials. We were
able to pass on increased material costs to our customers with respect to 100% of our railcar deliveries in the three months ended September 30,
2006.

With respect to the supply of components, while the availability of railcar components has continued to improve during 2006, the railcar
industry continues to be adversely impacted by shortages of wheels and other components as a result of reorganization and consolidation of
domestic suppliers, increased demand for new railcars and railroad maintenance requirements. Currently, we believe that these shortages will not
significantly impact our ability to meet our delivery requirements as domestic suppliers have improved their delivery capabilities.

The North American railcar market is highly cyclical and the trends in the railcar industry are closely related to the overall level of economic
activity. We expect railroads and utilities to continue to upgrade their fleets of aging steel-bodied coal-carrying railcars to lighter and more
durable aluminum-bodied coal-carrying railcars. Despite the decline in our backlog, we believe that the long-term outlook for railcar demand is
positive, due to increased rail traffic, the replacement of aging railcar fleets, and an increasing demand for electricity. We also believe that the
long-term outlook for our business, including the demand for our coal-carrying railcars, is positive, based on our long-term supply agreements,
our expanding product portfolio and our operational efficiency in manufacturing railcars. However, U.S. economic conditions may not continue
to improve in the future or result in a sustained economic recovery, and our business is subject to these and significant other risks that may cause
our current positive outlook to change.
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RESULTS OF OPERATIONS

Three Months Ended September 30, 2006 compared to Three Months Ended September 30, 2005
Sales

Our sales for the three months ended September 30, 2006 were $395.8 million as compared to $263.4 million for the three months ended
September 30, 2005, representing an increase of $132.4 million. For the three months ended September 30, 2006, we delivered 5,027 railcars
compared with 3,617 railcars for the same period in 2005, an increase of 1,410 units, or 39%. The increased volume of railcar deliveries reflects
increased demand for our coal-carrying railcars. Deliveries of our coal-carrying railcars comprised substantially all of our total railcar deliveries
for the three months ended September 30, 2006.

Gross Profit

Gross profit for the three months ended September 30, 2006 was $65.2 million as compared to $35.6 million for the three months ended
September 30, 20053, representing an increase of $29.6 million. The corresponding gross profit margin rate was 16.5% compared with 13.5% in
the third quarter of 2005. This gross profit margin improvement was driven by higher volume, improved product mix, concentration of
production at lower cost facilities and improved productivity, partially offset by launch costs associated with our production of steel triple
hopper cars. Higher production volume resulted in improved operating leverage. Also, the shift of production to lower cost facilities improved
our performance as our conversion cost is significantly lower at those facilities. These improvements were partially offset by non-recoverable
materials costs of $0.4 million.

Selling, General and Administrative Expenses

Selling, general and administrative expenses for the three months ended September 30, 2006 were $8.6 million as compared to $7.5 million for
the three months ended September 30, 2005, representing an increase of $1.1 million. This increase was primarily attributable to higher
stock-based compensation expenses and short-term compensation plan expense of $1.0 million, increased costs of $0.8 million related to being a
public company associated with Sarbanes-Oxley compliance and legal fees, and accounting fees of $0.2 million, partially offset by a decrease of
$0.9 million of expenses related to our 2005 secondary offering of our common stock, which expenses did not recur in 2006. Selling, general
and administrative expenses were 2.2% of sales for the three months ended September 30, 2006, compared to 2.8% for the three months ended
September 30, 2005.

Interest Expense/Income

Total interest expense for the three months ended September 30, 2006 was $0.2 million as compared to $0.5 million for the three months ended
September 30, 2005. This decrease reflects lower third-party interest expense. Interest income for the three months ended September 30, 2006
was $1.7 million as compared to $0.3 million for the three months ended September 30, 2005.

Income Taxes

The provision for income taxes was $21.4 million for the three months ended September 30, 2006, as compared to a provision of $11.0 million
for the three months ended September 30, 2005. The effective tax rates for the three months ended September 30, 2006 and 2005, were 36.8%
and 39.2%, respectively. The effective tax rate for the three months ended September 30, 2006 was higher than the statutory U.S. federal income
tax rate of 35% due to the addition of a 3.4% blended state rate less a 1.0% effect for domestic manufacturing deductions and less a 0.6% effect
for other permanent differences. The effective tax rate for the three months ended September 30, 2005 was higher than the statutory U.S. federal
income tax rate of 35% due to the addition of a 3.5% blended state rate and a 0.7% effect for other permanent differences.

Net Income

As a result of the foregoing, net income was $36.8 million for the three months ended September 30, 2006, reflecting an increase of $19.8
million from net income of $17.0 million for the three months ended September 30, 2005. Our basic net income per share attributable to
common stockholders was $2.92 for the three months ended September 30, 2006 on weighted average common basic shares of 12,601,522.
Diluted net income per share attributable to common stockholders was $2.88 for the three months ended September 30, 2006 on diluted shares of
12,782,562. For the three months ended
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September 30, 2005, our basic net income attributable to common stockholders was $1.36 per share on weighted average basic shares of
12,532,700. Diluted net income per share attributable to common stockholders was $1.35 for the three months ended September 30, 2005 on
diluted shares of 12,667,234.

Nine Months Ended September 30, 2006 compared to Nine Months Ended September 30, 2005
Sales

Our sales for the nine months ended September 30, 2006 were $1,054.0 million as compared to $659.9 million for the nine months ended
September 30, 2005, representing an increase of $394.1 million. For the nine months ended September 30, 2006, we delivered 13,704 railcars
compared with 9,321 railcars for the same period in 2005, an increase of 4,383 units, or 47%. The increased volume of railcar deliveries reflects
increased demand for our coal-carrying railcars. Deliveries of our coal-carrying railcars comprised substantially all of our railcar deliveries for
the nine months ended September 30, 2006.

Gross Profit

Gross profit for the nine months ended September 30, 2006 was $171.9 million as compared to $73.2 million for the nine months ended
September 30, 2003, representing an increase of $98.7 million. The corresponding gross profit margin rate was 16.3% compared with 11.1% for
the nine months of 2005. This gross profit margin improvement was driven by higher volume, improved product mix, concentration of
production at lower cost facilities and productivity improvements, partially offset by launch costs associated with our production of steel triple
hopper cars. Higher production volume resulted in improved operating leverage. Also, the shift of production to lower cost facilities improved
our performance as our conversion cost is significantly lower at those facilities. These improvements were partially offset by non-recoverable
materials costs of $1.8 million.

Selling, General and Administrative Expenses

Selling, general and administrative expenses for the nine months ended September 30, 2006 were $25.1 million compared to $21.6 million for
the nine months ended September 30, 20053, representing an increase of $3.5 million. This increase was primarily attributable to higher
stock-based compensation expenses of $1.6 million, higher costs related to short-term compensation plans of $1.3 million, increased costs of
$1.8 million related to being a public company associated with Sarbanes-Oxley compliance and legal fees, and accounting fees of $0.6 million,
partially offset by a decrease of $0.9 million related to charges incurred in 2005 for the termination of management services and other
agreements and $0.9 million incurred in 2005 related to the secondary offering of our common stock. Selling, general and administrative
expenses were 2.4% of sales for the nine months ended September 30, 2006 compared to 3.3% for the nine months ended September 30, 2005.

Interest Expense/Income

Total interest expense for the nine months ended September 30, 2006 was $0.5 million as compared to $11.7 million for the nine months ended
September 30, 2005, representing a decrease of $11.2 million. The decrease was a result of our initial public stock offering in April 2005 and the
related changes in our financing structure which significantly reduced our outstanding debt. For the nine months ended September 30, 2006,
interest expense consisted of third-party interest expense and the amortization of deferred financing costs. For the nine months ended

September 30, 2005, interest expense consisted primarily of the accretion of additional interest on the rights to additional acquisition
consideration of $6.4 million, related-party interest expense of $3.3 million, and third-party interest expense of $1.4 million. Interest income for
the nine months ended September 30, 2006 was $3.7 million as compared to $0.7 million for the nine months ended September 30, 2005.

Income Taxes

The provision for income taxes was $55.2 million for the nine months ended September 30, 2006, as compared to a provision of $12.4 million
for the nine months ended September 30, 2005. The effective tax rates for the nine months ended September 30, 2006 and 2005, were 36.8% and
30.6%, respectively. The effective tax rate for the nine months ended September 30, 2006 was higher than the statutory U.S. federal income tax
rate of 35% due to the addition of a 3.6% blended state rate less a 1.0% eftect for domestic manufacturing deductions and a 0.8% effect for other
permanent differences. The effective tax rate for the nine months ended September 30, 2005 was lower than the statutory U.S. federal income
tax rate of 35% due to the addition of a 3.0% blended state rate and a 0.1% effect for other permanent differences, less a 7.5% eftfect for
previously non-deductible interest expense on the rights to additional acquisition consideration which became deductible for income tax
purposes upon payment of the additional acquisition consideration.
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Net Income

As a result of the foregoing, net income was $94.8 million for the nine months ended September 30, 2006, reflecting an increase of $66.7 million
from net income of $28.1 million for the nine months ended September 30, 2005. Net income attributable to common stockholders was $94.8
million for the nine months ended September 30, 2006, as compared to net income of $27.8 million attributable to common stockholders for the
same period in 2005. Our basic net income per share attributable to common stockholders was $7.54 for the nine months ended September 30,
2006 on weighted average common basic shares of 12,570,279. Diluted net income per share attributable to common stockholders was $7.41 for
the nine months ended September 30, 2006 on diluted shares of 12,780,828. For the nine months ended September 30, 2005, our basic and
diluted net income per share attributable to common stockholders were $2.61 and $2.59, respectively, on weighted average basic and diluted
shares of 10,664,568 and 10,715,399, respectively.

LIQUIDITY AND CAPITAL RESOURCES

Our primary source of liquidity for the nine months ended September 30, 2006 and 2005 was cash generated from operations. From the nine
months ended September 30, 2005 to the nine months ended September 30, 2006, we had an increase in net cash provided by operating activities
of $76.6 million primarily due to our increased sales volume and related profits. See ~ Cash Flows.

On April 11, 2005, we entered into an Amended and Restated Credit Agreement (the revolving credit agreement ) providing for the terms of the
Company s revolving credit facility (the revolving credit facility ) with LaSalle Bank National Association, as administrative agent, and the
lenders party thereto. The revolving credit facility replaced our former $20.0 million revolving credit facility with LaSalle Bank National
Association. The revolving credit facility provides for a $50.0 million revolving credit line, including a letter of credit sub-facility that may not
exceed $30.0 million. The revolving credit facility has a term of three years. Our assets and the assets of our subsidiaries serve as collateral for
borrowings under the revolving credit facility. The Borrowing Base, as defined in the revolving credit agreement, is the lesser of the $50.0
million revolving commitment or an amount equal to a percentage of eligible accounts receivable plus percentages of eligible finished inventory
and eligible semi-finished inventory, respectively. Borrowings under the revolving credit facility bear interest at the LIBOR rate plus an
applicable margin of between 1.75% and 3.00%, which is determined based on the ratio of our consolidated senior debt to consolidated EBITDA
(as defined in the revolving credit agreement). We pay a commitment fee of between 0.25% per year and 0.50% per year on the unused portion
of the revolving credit facility. As of September 30, 2006, we had no outstanding borrowings under the revolving credit facility, $7.3 million in
letters of credit under the letter of credit sub-facility and the ability to borrow $42.7 million under the revolving credit facility.

The revolving credit agreement has both affirmative and negative covenants, including, without limitation, a maximum senior debt leverage
ratio, a maximum total debt leverage ratio, a minimum interest coverage ratio, a minimum tangible net worth and limitations on capital
expenditures and dividends.

Based on our current level of operations and our anticipated growth, we believe that our proceeds from operating cash flows, together with
amounts available under our revolving credit facility, will be sufficient to meet our anticipated liquidity needs for the remainder of 2006. Our
long-term liquidity is contingent upon future operating performance and our ability to continue to meet financial covenants under our revolving
credit facility and any other indebtedness. We may also require additional capital in the future to fund organic growth opportunities and cost
reduction programs, including new plant and equipment, development of railcars, joint ventures and acquisitions, and these capital requirements
could be substantial. We are considering the addition of another manufacturing facility to increase our low-cost production capacity. We are also
exploring product diversification initiatives and international and other opportunities. We expect that these new business activities may result in
capital requirements of approximately $60.0 million to $80.0 million within the next 12 to 24 months, which we expect to fund through cash
provided by operating activities.

Our long-term liquidity needs also depend to a significant extent on our obligations related to our pension and welfare benefit plans. We provide
pension and retiree welfare benefits to certain salaried and hourly employees upon their retirement. The most significant assumptions used in
determining our net periodic benefit costs are the discount rate used on our pension and postretirement welfare obligations and expected return
on pension plan assets. Our management expects that any future obligations under our pension plans that are not currently funded will be funded
out of our future cash flow from operations. As of December 31, 2005, our benefit obligation under our defined benefit pension plans and our
postretirement benefit plan was $46.6 million and $51.4 million, respectively, which exceeded the fair value of plan assets by $27.2 million and
$51.4 million, respectively. As disclosed in Note 12 to the Condensed Consolidated Financial Statements, we expect to make contributions
relating to our defined benefit pension plans of up to approximately $18.6 million in 2006, of which, $16.7 million
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has been contributed through September 30, 2006. However, we may elect to adjust the level of contributions to our pension plans based on a
number of factors, including performance of pension investments, changes in interest rates and changes in workforce compensation.

Based upon our operating performance, capital requirements and obligations under our pension and welfare benefit plans, we may, from time to
time, be required to raise additional funds through additional offerings of our common stock and through long-term borrowings. There can be no
assurance that long-term debt, if needed, will be available on terms attractive to us, or at all. Furthermore, any additional equity financing may
be dilutive to stockholders and debt financing, if available, may involve restrictive covenants. Our failure to raise capital, if and when needed,
could have a material adverse effect on our business, results of operations and financial condition.

Contractual Obligations

The following table summarizes our contractual obligations as of September 30, 2006, and the effect that these obligations and commitments
would be expected to have on our liquidity and cash flow in future periods:

Payments Due by Period
2-3 4-5 After
Contractual Obligations Total 1 Year Years Years 5 Years
(In thousands)
Capital leases from long-term debt $ 171 $ 63 $§ 108 $ $
Operating leases 11,919 1,483 2,637 2,892 4,907
Wheels and axles 152,397 35,785 70,761 45,851
Aluminum purchases 17,692 17,692
Total $182,179 $55,023 $73,506 $48,743 $4,907

Wheel and axle purchase commitments consist of a non-cancelable agreement with one of our suppliers to purchase materials used in the
manufacturing process. The quantity commitment is partially based on the aluminum coal car industry backlog published by the American
Railway Car Institute and the pricing is based on the Producer Price Index. The estimated amounts above may vary based on the actual quantities
and price.

Aluminum purchase commitments consist of non-cancelable agreements to purchase fixed amounts of materials used in the manufacturing
process. Purchase commitments are made at a fixed price and are typically entered into after a customer places an order for railcars.

Cash Flows

The following table summarizes our net cash provided by or used in operating activities, investing activities and financing activities for the nine
months ended September 30, 2006 and 2005:

Nine Months Ended

September 30,
2006 2005
(In thousands)
Net cash provided by (used in):

Operating activities $ 124,594 $ 48,038
Investing activities (2,678) 6,574
Financing activities 1,052 (20,336)
Total $ 122,968 $ 34,276
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Operating Activities. Our net cash provided by operating activities reflects net income adjusted for non-cash charges and changes in net working
capital (including non-current assets and liabilities). Cash flows from operating activities are affected by several factors, including fluctuations in
business volume, contract terms for billings and collections, the timing of collections on our contract receivables, processing of bi-weekly
payroll and associated taxes, and payment to our suppliers. Our working capital accounts also fluctuate from quarter to quarter due to the timing
of certain events, such as the payment or non-payment for our railcars. As some of our customers accept delivery of new railcars in train-set
quantities, consisting on
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average of 120 to 135 railcars, variations in our sales lead to significant fluctuations in our operating profits and cash from operating activities.
We do not usually experience business credit issues, although a payment may be delayed pending completion of closing documentation, and a
typical order of railcars may not yield cash proceeds until after the end of a reporting period.

Our net cash provided by operating activities for the nine months ended September 30, 2006 was $124.6 million as compared to net cash
provided by operating activities of $48.0 million for the nine months ended September 30, 2005, an increase of $76.6 million. The increase in
net cash provided by operating activities was primarily due to the addition of $54.1 million in net income adjusted for non-cash items, an
increase of $33.8 million generated by working capital accounts such as accounts receivable and inventories, net of accounts payable, a
reduction in cash of $18.9 million for payroll, pensions and postretirement obligations and an increase of $7.6 million in cash from other
operating activities.

Investing Activities. Net cash used in investing activities for the nine months ended September 30, 2006 was $2.7 million as compared to cash
generated of $6.6 million for the nine months ended September 30, 2005. Net cash used in investing activities for the nine months ended
September 30, 2006 consisted of $3.8 million in capital expenditures, partially offset by $1.1 million of proceeds from the sale of property, plant
and equipment, primarily our Shell plant in Johnstown, Pennsylvania. For the nine months ended September 30, 2005, $6.3 million was used for
capital expenditures, while $12.9 million of cash was generated through the release of restricted cash.

Financing Activities. Net cash generated from financing activities for the nine months ended September 30, 2006 was $1.1 million compared to
cash used of $20.3 million for the nine months ended September 30, 2005. Net cash generated from financing activities for the nine months
ended September 30, 2006 included an excess tax benefit from stock-based compensation of $1.2 million and proceeds from the issuance of
common stock under the 2005 Long-Term Incentive Plan of $1.0 million. This cash generated was partially offset by cash dividends paid to
stockholders and payments on long-term debt. Cash used in financing activities for the nine months ended September 30, 2005 included
payments on long-term debt, payments of additional acquisition consideration and the payment of accumulated dividends. This was partially
offset by cash generated from the issuance of common stock.

Capital Expenditures

Our capital expenditures were $3.8 million in the nine months ended September 30, 2006 as compared to $6.4 million in the nine months ended
September 30, 2005. For the nine months ended September 30, 2006, $1.8 million of the $3.8 million was comprised of expenditures for facility
upgrades and machinery and equipment at our Roanoke, Virginia production facility, primarily as a result of our capacity expansion at the site.
The remaining $2.0 million was comprised of general maintenance expenditures for machinery and equipment and facility upgrades at our other
locations. For the nine months ended September 30, 2005, $5.5 million of the $6.4 million total capital expenditures was used for the expansion
of production capacity at our manufacturing facility in Roanoke. The remaining $0.9 million of capital expenditures for the nine months ended
September 30, 2005 was comprised of expenditures for machinery and equipment at our Johnstown production facility and our other locations.

We expect that capital expenditures relating to the maintenance of our existing facilities will be up to approximately $4.5 million in 2006.
Management continuously evaluates the capacity of our manufacturing facilities based upon market demand and monitors the cost effectiveness
of those facilities. We are considering the addition of another manufacturing facility to increase our low-cost production capacity. We are also
exploring product diversification initiatives and international opportunities. In November 2002, we discontinued railcar production at our Shell
plant in Johnstown, Pennsylvania. During the second quarter of 2006, we entered into a purchase and sale agreement relating to this facility.
During the third quarter of 2006, this transaction was completed and did not have a significant impact on our net income.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains or incorporates by reference forward-looking statements, in particular, statements about our plans, strategies and
prospects. Forward-looking statements typically are identified by the use of terms, such as may, will, expect, anticipate, believe,
intend and similar expressions, although some forward-looking statements are expressed differently. We have based our forward-looking
statements on our current views with respect to future events and financial performance. Our actual results could differ materially from those

projected in the forward-looking statements.

Our forward-looking statements are subject to risks and uncertainties, including:

the cyclical nature of our business;

adverse economic and market conditions;

fluctuating costs of raw materials, including steel and aluminum, and delays in the delivery of raw materials;

our ability to maintain relationships with our suppliers of railcar components;

our reliance upon a small number of customers that represent a large percentage of our sales;

the variable purchase patterns of our customers and the timing of completion, delivery and acceptance of customer orders;

the highly competitive nature of our industry;

risks relating to our relationship with our unionized employees and their unions;

our ability to manage our health care and pension costs;

our reliance on the sales of our aluminum-bodied coal-carrying railcars;

the risk of lack of acceptance of our new railcar offerings by our customers;

the cost of complying with environmental laws and regulations;

the costs associated with being a public company;
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potential significant warranty claims; and

various covenants in the agreement governing our indebtedness that limit our management s discretion in the operation of our businesses.
Our actual results could be different from the results described in or anticipated by our forward-looking statements due to the inherent
uncertainty of estimates, forecasts and projections and may be better or worse than anticipated. Given these uncertainties, you should not rely on
forward-looking statements. Forward-looking statements represent our estimates and assumptions only as of the date that they were made. We
expressly disclaim any duty to provide updates to forward-looking statements, and the estimates and assumptions associated with them, in order
to reflect changes in circumstances or expectations or the occurrence of unanticipated events except to the extent required by applicable
securities laws. All of the forward-looking statements are qualified in their entirety by reference to the factors discussed under Item 1A. Risk
Factors. in our Form 10-K for the year ended December 31, 2005 filed with the Securities and Exchange Commission.
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We have a $50.0 million revolving credit facility which provides for financing of our working capital requirements and contains a $30.0 million
sub-facility for letters of credit. As of September 30, 2006, there were no borrowings under the revolving credit facility and we had issued
approximately $7.3 million in letters of credit under the sub-facility for letters of credit. We are exposed to interest rate risk on the borrowings
under the revolving credit facility and do not plan to enter into swaps or other hedging arrangements to manage this risk, because we do not
believe this interest rate risk to be significant. On an annual basis, a 1% change in the interest rate in our revolving credit facility will increase or
decrease our interest expense by $10,000 for every $1.0 million of outstanding borrowings.

We are exposed to price risks associated with the purchase of raw materials, especially aluminum and steel. The cost of aluminum, steel and all
other materials used in the production of our railcars represents a significant component of our direct manufacturing costs. Given the significant
increases in the price of raw materials since November 2003, this exposure can affect our costs of production. We currently do not plan to enter
into any hedging arrangements to manage the price risks associated with raw materials. Instead, we have either renegotiated existing contracts or
entered into new contracts with a substantial majority of our customers that allow for variable pricing to protect us against future changes in the
cost of raw materials. As a result, a substantial majority of our contracts for railcars in our backlog at September 30, 2006 permit us to pass
through charges related to increases in the cost of raw materials to our customers. However, we may not always be able to pass on these
increases in the future. In particular, when raw material prices increase rapidly or to levels significantly higher than normal, we may not be able
to pass price increases through to our customers, which could adversely affect our operating margins and cash flows. In the event that we are
able to increase the prices of our railcars, any such price increases may reduce demand for our railcars. The current high cost of the raw
materials that we use to manufacture railcars, especially aluminum and steel, and delivery delays associated with these raw materials may
adversely affect our financial condition and results of operations.

To the extent that we are unsuccessful in passing on increases in the cost of aluminum and steel to our customers, a 1% increase in the cost of
aluminum and steel would increase our average cost of sales by approximately $210 per railcar, which, for the nine months ended September 30,
2006, would have reduced income before income taxes by approximately $2.9 million.

We are not exposed to any significant foreign currency exchange risks as our policy is to denominate foreign sales and purchases in U.S. dollars.
Item 4. Controls and Procedures.

Under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, our management evaluated the
effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) and 15d-15(e) under the
Exchange Act) as of the end of the period covered by this quarterly report on Form 10-Q (the Evaluation Date ). Based upon that evaluation, our
Chief Executive Officer and Chief Financial Officer concluded that, as of the Evaluation Date, our disclosure controls and procedures are
effective to ensure that information required to be disclosed in the reports that we file or submit under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported, within the time periods specified in the Securities and Exchange Commission s rules and forms.

There has been no change in our internal control over financial reporting during the most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.

PARTII OTHER INFORMATION

Item 1. I.egal Proceedings.

We are involved in certain threatened and pending legal proceedings, including workers compensation and employee matters arising out of the
conduct of our business. Additionally, we are involved in various warranty and repair claims and related threatened and pending legal
proceedings with our customers in the normal course of business. While the ultimate outcome of such legal proceedings cannot be determined at

this time, it is the opinion of management that the resolution of these actions will not have a material adverse effect on our financial condition or
results of operations.

Item 1A. Risk Factors.

None.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of Security Holders.

None.

Item 5. Other Information.

None.

Item 6. Exhibits.

(a) Exhibits filed as part of this Form 10-Q:

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2  Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date: November 8, 2006
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FREIGHTCAR AMERICA, INC.

By: /s/John E. Carroll, Jr.
John E. Carroll, Jr., President and

Chief Executive Officer

By: /s/ Kevin P. Bagby
Kevin P. Bagby, Vice President, Finance and

Chief Financial Officer
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EXHIBIT INDEX
Exhibit
Number Description
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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