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Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following is a discussion of Amtrak’s fiscal year ended September 30, 2016 (FY2016) results of 
operations, certain changes in its financial position, liquidity, and business developments for the periods 
covered by the Consolidated Financial Statements included in this report. This discussion should be read in 
conjunction with the Consolidated Financial Statements, the related notes, and other information included 
elsewhere in this report.

FORWARD-LOOKING STATEMENT DISCLOSURE

This Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) 
contains forward-looking statements that may be identified by the use of words like “believe,” “expect,” 
“anticipate,”  “project” and similar expressions. Forward-looking statements reflect management’s good-
faith evaluation of information currently available and are subject to a number of risks and uncertainties, 
including but not limited to the risks and uncertainties set forth below:

• If we do not receive sufficient Federal Government funding, our ability to operate in current form 
may be adversely affected;

• Our business is subject to federal, and to some state and local, laws and regulations;

• Our business is capital intensive and without sufficient capital investment, we may be unable to 
maintain and improve current infrastructure and rolling stock;

• Our business is subject to numerous operational risks, such as changes in general economic, weather, 
or other conditions, equipment failure, disruption of our supply chain, war, acts of terrorism, and 
other catastrophic events which could result in significant disruptions to our operations, increased 
expenses or decreased revenues;

• Large portions of our operating costs are driven by prices for diesel fuel and electricity; spikes in 
energy costs can greatly affect our ability to fund other programs and projects that are necessary to 
achieve our goals;

• Most of our employees are represented by unions, and failure to negotiate reasonable collective 
bargaining agreements may result in strikes, work stoppages or substantially higher ongoing labor 
costs;

• Catastrophic events could result in liabilities exceeding our insurance coverage; and

• Any decline in the economy that reduces business travel or depresses consumer spending in the U.S. 
will have a negative impact on Amtrak. 

Forward-looking statements are not guarantees of future performance and actual results may differ materially 
from those envisaged by such forward-looking statements. Accordingly, readers should not place undue 
reliance on any such forward-looking statements. Forward-looking statements speak only as of the date of 
this report. Amtrak does not assume any obligation to update or revise any forward-looking statement, whether 
as a result of new information, future events and developments, or otherwise.

GENERAL BUSINESS DESCRIPTION

Amtrak is America’s Railroad®, the nation’s intercity passenger rail service and its high-speed rail operator. 
Our principal business is to provide rail passenger service in the major intercity travel markets of the United 
States. In addition to our core business of intercity passenger railroad operations, we engage in related ancillary 
businesses that include:
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• operating commuter railroads on behalf of various states and transit agencies;
• providing infrastructure access to commuter agencies and freight railroads;

• performing rail services for other rail operators, both commuter agencies and freight railroads, on a 
reimbursable basis; and

• managing and leasing of commercial real estate.

We operate a national rail network of more than 21,300 route miles serving more than 500 destinations in 
46 states, the District of Columbia and three Canadian provinces. As of September 30, 2016, Amtrak’s active 
fleet included 20 Acela Express high-speed trainsets, 1,236 passenger cars, 80 Auto Train vehicle carriers, 
80 baggage cars, 260 road diesel locomotives and 70 electric locomotives. In addition, the Cascades Service 
operates with seven Talgo trainsets with cars owned by Amtrak and certain state partners. We continue to 
take delivery under agreements to purchase 130 new long-distance single-level cars. In August 2016, we 
placed an order to purchase 28 next generation high-speed trainsets, which will replace our existing 20 Acela 
Express trainsets. We currently expect that all new trainsets will be in service by the end of 2022. Amtrak is 
the nation’s only high-speed intercity rail passenger provider, operating at a top speed of 150 mph (241 kph). 
More than half of our trains operate at top speeds of 100 mph (160 kph) or greater.

Amtrak is the only railroad in North America to maintain right-of-way for service at speeds in excess of 125 
mph (201 kph) and our engineering forces maintain more than 350 route-miles of track for 100+ mph (160 
+ kph) service. 

We serve 525 stations in the United States and Canada. At these stations, Amtrak owns 78 station structures, 
47 platforms and 31 parking facilities. In addition, there are 60 stations in the United States where Amtrak 
owns one or more station components (i.e., station structure, platform, parking facility) but does not serve  
the station. We own 18 tunnels consisting of 24 miles of track and 1,414 bridges. We own most of the 
maintenance and repair facilities for our fleet. 

The Northeast Corridor (NEC) is the busiest railroad segment in North America with more than 2,200 trains 
operating over some portion of the Washington, D.C. - Boston route each day. In FY2016, the Boston-New 
York-Washington, D.C. portion of the NEC carried 11.9 million passengers on the Acela Express or Northeast 
Regional Service.  

Amtrak receives funding from 21 state agencies representing 18 states for financial support of 29 short 
distance routes (less than 750 miles).  In FY2016, five state-supported corridors had ridership of one million 
passengers or more: 

• Pacific Surfliner service (San Diego-Los Angeles-San Luis Obispo) - 2.9 million;
• Capitol Corridor service (San Jose-Oakland-Sacramento-Auburn) - 1.6 million;

• Keystone Corridor service (Harrisburg-Philadelphia-New York City) - 1.5 million; 

• Empire service (New York-Albany-Niagara Falls-Toronto) - 1.2 million; and

• San Joaquin service (Oakland/Sacramento-Bakersfield) - 1.1 million.

Four other corridors had ridership in excess of 500,000 passengers in FY2016:

• Hiawatha service (Chicago-Milwaukee) - 0.8 million;
• Amtrak Cascades service (Eugene-Portland-Seattle-Vancouver, B.C.) - 0.8 million;

• Lincoln service (Chicago-St. Louis) - 0.6 million; and

• Downeaster service (Brunswick - Portland - Boston) - 0.5 million
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Amtrak owned and/or maintained property includes:

• Northeast Corridor: 363 miles of the 457-mile mainline NEC which connects Washington, D.C., 
Philadelphia, New York City, and Boston, the busiest passenger line in the country, with trains 
regularly reaching speeds of 125-150 mph (201-241 kph). Two sections are owned by others:  (1) the 
New York Metropolitan Transportation Authority (10 miles) and Connecticut Department of 
Transportation (46 miles) own 56 miles on Metro North between New Rochelle, New York, and New 
Haven, Connecticut and (2) the Commonwealth of Massachusetts owns 38 miles between the 
Massachusetts/Rhode Island border and Boston that is operated and maintained by Amtrak;

• Springfield Line: A 60.5-mile track segment from New Haven, Connecticut, to Springfield, 
Massachusetts;

• Harrisburg Line (also known as the Keystone Corridor ): The 104.2 miles of up to 110 mph (177 kph) 
track in Pennsylvania between Philadelphia and Harrisburg;

• Michigan Line:  A 95.6-mile segment of 110 mph (177 kph) track from Porter, Indiana to Kalamazoo, 
Michigan; and  

• New York Hudson Line: In December 2012, Amtrak and CSX Transportation reached an agreement 
for Amtrak to operate, maintain and dispatch approximately 94 miles of the New York City to Niagara 
Falls Empire Corridor in New York between Poughkeepsie and Hoffmans (near Schenectady).  

Outside of the NEC, we contract with freight railroads for the use of their tracks and other resources required 
to operate our trains, with incentives for on-time dispatching. These host railroads are responsible for the 
condition of their tracks and for the dispatching on their tracks. Approximately 72 percent of Amtrak’s train 
miles are run on tracks owned by other railroads.

On December 4, 2015, the President signed as Public Law 114-94, the Fixing America’s Surface 
Transportation Act (the FAST Act). Title XI-Rail of the FAST Act, cited as the Passenger Rail Reform and 
Investment Act of 2015 (PRRIA 2015), authorizes funding to the Secretary of the U.S. Department of 
Transportation (DOT) for annual grants to Amtrak totaling $8.1 billion for fiscal years 2016 through 2020. 
PRRIA 2015 directs $2.6 billion of this support to our NEC and $5.5 billion to our National Network as 
defined in the FAST Act, and it authorizes an additional $2.2 billion for other rail grant programs in which 
we may participate. Please refer to Note 2 to the Consolidated Financial Statements included elsewhere in 
this report for detailed information regarding the FAST Act.

Excluding Amtrak’s Office of Inspector General, we have approximately 20,000 employees and 
approximately 85 percent of our labor force is covered by labor agreements.

PRINCIPAL BUSINESSES

Northeast Corridor

The NEC is the centerpiece of the Amtrak system - a high-speed railroad developed over the course of a 
multi-year partnership among Amtrak, the Federal Government, commuter railroads and states. While 
portions of the right-of-way follow alignments that date back to the 1830s, Amtrak, the U.S. DOT and the 
commuter railroads have created a network that supports an intense daily schedule of more than 2,200 trains 
and provides hourly high-speed service, with a top speed (on the Boston to New York route) of 150 mph. 
On each of our major routes (New York to Washington, D.C. and New York to Boston), we carry more 
passengers than all of the airlines serving these routes, and our share of the air-rail market from the endpoints 
to intermediate cities such as Philadelphia is even larger.  One hundred and forty Amtrak trains run on the 
NEC each day.  
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State-Supported and Other Short-Distance Routes (SD and other routes)

Our short-distance corridor trains operate outside of the NEC. These trains include routes in California and 
the Pacific Northwest, routes serving the Chicago Union Station hub in the Midwest, extensions of Northeast 
Regional trains continuing outside of Amtrak’s NEC, and others. These routes provide a travel alternative 
that is generally trip-time competitive with other modes for shorter distance trips, and also provide connections 
to our national network at larger stations. State-supported services are vital links in the Amtrak national 
network. The power of increasing demand for passenger rail is recognized through state investments to 
improve service, speed, and safety. In addition, states and communities realize stations served by Amtrak 
are anchors for economic development, catalysts for historic preservation and tourism growth, sites for 
commercial and cultural uses and points of civic pride. 

Long-Distance Routes (LD routes)

Under the Passenger Rail Investment and Improvement Act of 2008 (PRIIA), Congress stated that long-
distance passenger rail is a vital and necessary part of our national transportation system and economy and 
that Amtrak should maintain a national passenger rail system, including LD routes that connect the continental 
United States from coast to coast and from border to border. We operate long-distance trains, most of them 
on a daily basis, on 15 routes. These trains are the only passenger rail service in 23 of the 46 states we serve.  
Operating over routes that range up to 2,728 miles in length, the long-distance trains serve several purposes, 
connecting nearby communities with one another, with terminal cities, and with other Amtrak services at 
major hubs such as Chicago. The majority of coach passengers travel over only portions of these routes. For 
longer distance travel, and for trips between the endpoints, we offer sleeping car service. These trains are 
heavily patronized by senior citizens and passengers with disabilities. In many places, long-distance trains 
have helped to “incubate” short-distance corridor service on portions of their route, and many long-distance 
trains provide an additional service frequency on SD and other routes, offering travelers a greater range of 
travel options, and combining the needs of growing state-supported service with the requirement to tie the 
national system together. The majority of train-miles traveled by Amtrak on these routes are on the host 
railroad tracks owned by freight and commuter railroads. 

OTHER BUSINESS

Our other business is comprised of other transportation revenue from use of Amtrak-owned premises and 
other services; revenue from reimbursable engineering and capital improvement activities; commercial 
development revenue from retail, parking, advertising, real property leases/easements/sales, access fees; and 
freight access fee revenue from the use of Amtrak-owned tracks.
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CONSOLIDATED RESULTS OF OPERATIONS

The following discussion presents an analysis of results of our operations for FY2016 and FY2015 (in 
millions):

Year Ended September 30,
2016 2015 $ Change % Change

Total revenues $ 3,240.6 $ 3,211.0 $ 29.6 0.9 %
Total operating expenses 4,261.3 4,332.6 (71.3) (1.6)
Net other expense 58.0 62.1 (4.1) (6.6)
Loss before income taxes 1,078.7 1,183.7 (105.0) (8.9)
Income tax expense 1.8 49.0 (47.2) (96.3)
Net loss $ 1,080.5 $ 1,232.7 $ (152.2) (12.3)
Ridership 31.3 30.9 0.4 1.3 %

The annual federal appropriations for both FY2016 and FY2015 totaled $1.4 billion. Of these amounts, 
$288.5 million and $250.0 million were appropriated for general operating expenses for FY2016 and FY2015, 
respectively. The portion of eligible operating expenses covered by our revenue was 95% and 92% for FY2016
and FY2015, respectively.  

Total Revenues (in millions)    

  Year Ended September 30,
2016 2015 $ Change % Change

Passenger-related:
Ticket  $ 2,136.1 $ 2,123.8 $ 12.3 0.6 %
State supported 227.0 222.8 4.2 1.9
Food and beverage 132.3 132.1 0.2 0.2
Subtotal - Passenger-related revenue 2,495.4 2,478.7 16.7 0.7
Commuter 120.8 122.7 (1.9) (1.5)
Other 624.4 609.6 14.8 2.4
Total revenues $ 3,240.6 $ 3,211.0 $ 29.6 0.9 %
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Total revenues increased $29.6 million, or 0.9%, from FY2015. The increase is primarily attributable to 
PRIIA Section 212, which became effective on October 1, 2015 and which determines how Amtrak and 
commuter operators contribute capital and operating funds to the NEC, and to higher ticket revenue as a 
result of increased ridership and higher yield per revenue passenger mile.

Ticket Revenues and Ridership Analysis

Amtrak Ridership and Ticket Revenues (in millions)
Ridership Ticket Revenues1 ($)

2016 2015 % Change 2016 2015 % Change
NEC 11.9 11.7 1.7 % $ 1,209.2 $ 1,198.7 0.9 %
SD and Other 14.7 14.7 — 490.7 489.4 0.3
LD 4.7 4.5 4.4 492.3 497.4 (1.0)
Total 31.3 30.9 1.3 % $ 2,192.2 $ 2,185.5 0.3 %
1

Ticket revenues in this table include food and beverage provided as part of the ticket price.

NEC ridership and ticket revenue increased by 1.7% and 0.9%, respectively, in FY2016, compared with 
FY2015. In FY2015, both NEC ridership and ticket revenue were negatively impacted by the service 
disruption caused by the derailment of Amtrak’s Train #188, which occurred on May 12, 2015 (the Train 
#188 Derailment). In FY2016, the NEC benefited from improved on time performance compared to FY2015.

SD and other routes ticket revenue increased by 0.3% in FY2016, compared with FY2015. Ridership and 
ticket revenue on the Keystone, Pacific Surfliner and Capital Corridor routes continue to increase while the 
San Joaquin, Albany-Niagara Falls-Toronto and New Haven-Springfield routes decreased in ridership and 
ticket revenue. The large increase on Keystone was mainly due to added service and the large decrease on 
New Haven-Springfield was due to significant trackwork-related service disruptions. Lower fuel prices also 
negatively impacted SD and other routes’ overall performance.

LD routes ridership increased by 4.4% and ticket revenue decreased by 1.0% in FY2016, compared with 
FY2015. Ridership and ticket revenue on the Palmetto, California Zephyr and Lake Shore Ltd routes 
increased. The increase in ridership on the Palmetto was due to local NEC trips, which it began serving in 
FY2016.  Some LD routes, including the California Zephyr and Lake Shore Ltd., benefited from improved 
on-time performance, while others saw declines.  Lower fuel prices also negatively impacted LD routes’ 
overall performance.

State Supported Revenues

We receive funding from 21 state agencies representing 18 states to bring service to their communities, and 
these services comprise more than half of our departures. Total state-supported revenues of $227.0 million
in FY2016 came from California, Connecticut, Illinois, Indiana, Maine, Massachusetts, Michigan, Missouri, 
New York, North Carolina, Oklahoma, Oregon, Pennsylvania, Texas, Vermont, Virginia, Washington, and 
Wisconsin. State supported revenues increased by $4.2 million, primarily due to contractual increases in 
state supported route subsidies in FY2016. 

Commuter Revenues
In addition to providing 18 states with state-supported Amtrak intercity service, we partnered with the states 
or regional transportation authorities in California, Connecticut, Florida, and Maryland, to operate commuter 
rail services for a cost-based fee. We also provide maintenance of way, maintenance of equipment and/or 
dispatching services for transportation authorities in Florida, Virginia and Washington. Commuter revenues 
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decreased by $1.9 million primarily due to decreased operating revenue from the Connecticut Department 
of Transportation as a result of lower fuel prices.

Other Revenues
We had other revenues of $624.4 million in FY2016, comprised of revenue from reimbursable engineering 
and capital improvement projects; other transportation revenue from use of Amtrak-owned tracks and other 
services; commercial development revenue from retail, parking, advertising, real property leases/easements/
sales, and access fees; amortization of state funds used to acquire depreciable assets; and freight access fee 
revenue from the use of Amtrak-owned tracks from freight railroad companies. In FY2016, other revenues 
increased by $14.8 million or 2.4% primarily due to PRIIA Section 212 which became effective on October 
1, 2015. The increase was partially offset by overall decreases in reimbursable work done for various states.

Total Operating Expenses (in millions)

     Year Ended September 30,
2016 2015 $ Change % Change

Operating Expenses:
Salaries, wages, and benefits $ 2,087.6 $ 2,136.6 $ (49.0) (2.3) %
Train operations 300.2 251.9 48.3 19.2
Fuel, power, and utilities 230.4 283.3 (52.9) (18.7)
Materials 157.9 182.6 (24.7) (13.5)
Facility, communication, and office-related 174.9 198.3 (23.4) (11.8)
Advertising and sales 104.4 95.2 9.2 9.7
Casualty and other claims 72.9 90.3 (17.4) (19.3)
Depreciation and amortization 813.4 747.8 65.6 8.8
Other 468.7 486.0 (17.3) (3.6)
Indirect cost capitalized to property and
equipment (149.1) (139.4) (9.7) 7.0
Total operating expenses $ 4,261.3 $ 4,332.6 $ (71.3) (1.6) %

Salaries, wages & benefits expenses decreased by $49.0 million or 2.3% in FY2016, compared with FY2015, 
primarily due to higher credits reducing other postretirement plan expenses in FY2016 as a result of a plan 
amendment effective on July 1, 2015. The decrease was partially offset by employee short-term incentive 
bonus earned in FY2016, which was not earned in FY2015.

Train operations expenses increased by $48.3 million or 19.2% in FY2016, compared with FY2015, primarily 
due to higher incentive payments made to and lower penalty payments received from Host Railroads for 
adherence to scheduled departure and arrival times as well as payments made to various commuter railroads 
along the NEC as a result of PRIIA Section 212 which became effective on October 1, 2015.

Fuel, power and utilities expenses decreased by $52.9 million or 18.7% in FY2016, compared with FY2015, 
primarily due to lower fuel prices and energy usage.

Materials expenses decreased by $24.7 million or 13.5% in FY2016, compared with FY2015, primarily due 
to inventory warranty settlements from certain vendors in FY2016 as well as better contract program 
management and decreased reimbursable work. 

Facility, communication, and office-related expenses decreased by $23.4 million or 11.8% in FY2016, 
compared with FY2015, primarily due to decreased reimbursable work as well as lower building maintenance 
expense. 
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Advertising and sales expenses increased by $9.2 million or 9.7% in FY2016, compared with FY2015, 
primarily due to increased advertising for Amtrak's master brand, multi-platform campaign, which was 
launched at the end of FY2015, as well as increased incremental long distance advertising.

Casualty and other claims expenses decreased by $17.4 million or 19.3% in FY2016, compared with FY2015, 
primarily due to the $20 million insurance deductible accrual related to the Train #188 Derailment in FY2015.

Depreciation and amortization expense increased by $65.6 million or 8.8% in FY2016, compared with 
FY2015, primarily due to $29.3 million in additional depreciation expense which was recorded in FY 2016 
related to certain older electric locomotives which were removed from active service and replaced  by newly 
purchased electric locomotives and also due to an overall increase in the cost basis of property and equipment.

Other expenses decreased by $17.3 million or 3.6% in FY2016, compared with FY2015, primarily due to  
an overall decrease in reimbursable work in FY2016 and a property loss recorded in FY2015 as a result of 
the Train #188 Derailment. 

Indirect cost capitalized to property and equipment increased by $9.7 million or 7.0% in FY2016, compared 
with FY2015, primarily due to a higher volume of capitalized projects. 

Net Other Expense (in millions)

Net other expense includes interest income on cash and cash equivalents and escrow deposits held, interest 
expense associated with the financing of equipment and buildings, and other non-operating income and 
expenses.

     Year Ended September 30,
2016 2015 $ Change % Change

Other Expense:
Interest income $ (4.4) $ (2.3) $ (2.1) 91.3 %
Interest expense 65.9 66.1 (0.2) (0.3)
Other income, net (3.5) (1.7) (1.8) 105.9
Net other expense $ 58.0 $ 62.1 $ (4.1) (6.6) %

Interest income increased by $2.1 million or 91.3% primarily due to overall higher cash balances in FY2016.

Interest expense was relatively unchanged from year to year.  During FY2016, our total interest bearing debt 
balance decreased by $69.2 million, or 5.6%. The reduction in interest expense attributable to the decrease 
in debt was partially offset by a reduction in capitalized interest upon acceptance in FY2016 of the newly 
acquired electric locomotives.  

Other income, net increased by $1.8 million or 105.9% in FY2016, primarily because of gains realized on 
sales of property in FY2016. 

Income Tax Expense

We recorded $1.8 million and $49.0 million of income tax expense in FY2016 and FY2015, respectively. In 
both years, income tax expense resulted from net deferred tax liabilities that arise in periods subsequent to 
the expiration of our existing net operating losses computed in accordance with the requirements of FASB 
ASC 740, Income Taxes. Please refer to Note 9 to the Consolidated Financial Statements included elsewhere 
in this report for detailed information regarding our income tax expense.
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LIQUIDITY AND CAPITAL RESOURCES 

Liquidity is a company’s ability to generate adequate amounts of cash to meet both current and future needs 
for obligations as they mature and to provide for planned capital expenditures, including those to implement 
regulatory and legislative initiatives. 

Overview of Cash Flows  

We rely on cash flows from operating activities and appropriations from the Federal Government to operate 
the national passenger rail system and to maintain the underlying infrastructure we own. Our primary uses 
of cash are to support operations; maintain and improve our infrastructure; pay debt service; acquire new 
and maintain existing locomotives, rolling stock and other equipment; and meet other obligations.

Summary Cash Flow Data (in millions)

     Year Ended September 30,
2016 2015 $ Change % Change

Cash flows (used in) provided by:
Operating activities $ (92.0) $ (409.7) $ 317.7 (77.5) %
Investing activities (1,434.6) (1,112.3) (322.3) 29.0
Financing activities 1,759.0 1,620.8 138.2 8.5

Net increase in cash and cash equivalents, 
   including restricted cash 232.4 98.8 133.6 135.2
Beginning balance of cash and cash equivalents, 
   including restricted cash 528.0 429.2 98.8 23.0
Ending balance of cash and cash equivalents, 
   including restricted cash $ 760.4 $ 528.0 $ 232.4 44.0 %

Operating Cash Flows

Net operating cash outflows for FY2016 decreased by $317.7 million to $92.0 million. The lower FY2016
operating cash outflow was primarily driven by a decrease in our total net loss.

Investing Cash Flows

Cash outflows relating to investing activities consist primarily of cash used for capital expenditures. Net cash 
used in investing activities was $1.4 billion in FY2016, compared with $1.1 billion in FY2015. The increase 
in investing cash outflows was primarily driven by (i) $152.6 million spending in FY2016 towards the 
acquisition of 28  next generation high speed trainsets, (ii) $74.6 million in higher capital expenditures during 
FY2016 as compared to FY2015 on the Springfield Line double track work being done in Connecticut,  and 
(iii) $90.1 million insurance proceeds collected  and recorded as a reduction of investing outflows in FY2015 
related to casualty losses on property and equipment incurred in connection with Super Storm Sandy.

Financing Cash Flows

Cash flows from financing activities consist primarily of federal and state appropriations, and proceeds from 
issuance of long-term debt, offset by repayment of debt and capital lease obligations. Financing activities 
provided cash of $1.8 billion in FY2016, compared with $1.6 billion in FY2015. The year-over-year increase 
was primarily driven by higher state capital payments received in FY2016 as a result of PRIIA Section 212 
which became effective on October 1, 2015.
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Financing cash flows for FY2016 and FY2015 are discussed in more detail below:

• Net financing cash inflows for FY2016 were $1.8 billion. Appropriations from the Federal Government 
under the 2016 Full-Year Continuing Appropriations Act provided funding of $1.1 billion in FY2016. In 
addition, we received $294.9 million of our FY2015 appropriations in FY2016. During the same period, 
we received $297.2 million in state capital payments; $93.2 million under the American Recovery and 
Reinvestment Act of 2009 High Speed Intercity Passenger Rail program; $47.2 million under a financing 
agreement with the Federal Railroad Administration (FRA), through the Railroad Rehabilitation & 
Improvement Financing (RRIF) loan program; $41.3 million under the Disaster Relief Appropriations 
Act, 2013 and $9.0 million under various security grants. Proceeds from federal appropriations and other 
grants were used for debt and capital lease obligations repayments of $114.9 million.

• Net financing cash inflows for FY2015 were $1.6 billion. Appropriations from the Federal Government 
under the 2015 Full-Year Continuing Appropriations Act provided funding of $1.1 billion in FY2015. In 
addition, we received $153.7 million of our FY2014 capital subsidy in FY2015. During the same period, 
we received $187.1 million in state capital payments; $106.8 million under the American Recovery and 
Reinvestment Act of 2009 High Speed Intercity Passenger Rail program; $94.8 million under a financing 
agreement with the FRA, through the RRIF loan program; $39.5 million under various security grants 
and $35.7 million under the Disaster Relief Appropriations Act, 2013. Proceeds from federal 
appropriations and other grants were used for debt and capital lease obligations repayments of $121.3 
million.

We are subject to various covenants and restrictions under our borrowing arrangements. A default by us or 
acceleration of our indebtedness may result in cross-default with other debt and may have a material adverse 
effect on us. As of September 30, 2016, we satisfied all of our covenant obligations.

Overview of Contractual Obligations and Capital Expenditures

Contractual Obligations

We have historically funded debt service payments on our indebtedness and capital leases (other than RRIF 
financing) from federal capital appropriations. If capital funds are insufficient to cover our eligible debt 
service payments, we would expect to use cash from operating revenues to cover such payments. 

The following table outlines our material obligations under long-term debt and capital and operating lease 
obligations as of the end of FY2016 (in millions):

Payments Due by Period

Total
Up to 1

year
>1 year to

3 years
>3 years to

5 years > 5 years
Long-term debt1 $ 436.7 $ 145.4 $ 82.5 $ 81.1 $ 127.7
Equipment and facility capital lease 
obligations2 1,091.8 116.1 192.4 179.6 603.7
Operating leases2 88.2 17.2 25.9 16.3 28.8
Total $ 1,616.7 $ 278.7 $ 300.8 $ 277.0 $ 760.2

1
As described in Note 6 to the Consolidated Financial Statements.

2
As described in Note 7 to the Consolidated Financial Statements.

In the normal course of business, we enter into long-term contractual commitments for future services needed 
for the operations of our business. Such commitments are not in excess of expected requirements and are 
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not reasonably likely to result in performance penalties or payments that would have a material adverse effect 
on our liquidity. Such commitments are not included in the above table.

Please refer to Notes 6 and 7 to the Consolidated Financial Statements included in this report for detailed 
information regarding our indebtedness.

The enactment of a series of continuing appropriations acts and a joint resolution, along with the enactment 
on May 5, 2017 of the Consolidated Appropriations Act, 2017, as Public Law 115-31, appropriated total 
funding of $1.5 billion for Amtrak’s FY2017. Please refer to Note 2 to the Consolidated Financial Statements 
included elsewhere in this report for detailed information regarding our annual funding.

Off Balance Sheet Arrangements 

Off balance sheet arrangements consist of obligations related to operating leases, which are included in the 
table of contractual obligations above and disclosed in Note 7 to the Consolidated Financial Statements.

Capital Expenditures

Capital spending programs are and have been designed to assure the ability to provide safe, efficient and 
reliable transportation services. We receive funds from state and local entities for capital programs as well 
as from federal appropriations. 

The following table summarizes major capital expenditures by department for FY2016 and FY2015 (in 
millions):

Year Ended September 30,
2016 2015

Engineering $ 863.5 $ 657.1
Mechanical 322.1 450.6
Information Technology (IT) 43.2 39.8
Other 367.2 167.9
Total $ 1,596.0 $ 1,315.4

• Engineering major capital expenditures in FY2016 included $599.5 million for right-of-way (track, 
signals, substations, etc.) replacement and upgrade projects; $100.0 million for construction and upgrades 
to bridges, tunnels, and culverts; and $129.7 million for station and facility upgrades. Included in the 
station and facility upgrades is approximately $25.8 million of capital improvements for compliance with 
the Americans with Disabilities Act. 

• Mechanical major capital expenditures in FY2016 included $79.2 million for overhauls and conversions 
of Amfleets (single-level intercity passenger cars built for us in the 1970s and 1980s); $62.5 million for 
overhauls and modifications on Superliners (bi-level passenger cars built for us in the 1970s and 1990s 
and used on long distance trains that do not use the NEC); $51.4 million for locomotive overhauls; $44.0 
million related to the acquisition of new ACS-64 locomotives; and $26.4 million for other passenger car 
overhauls.

• IT major capital expenditures in FY2016 included $14.9 million for the IT Strategic Technology Program 
(various initiatives assessed as critical to provide world class IT services); $7.5 million for the IT 
Technology Upgrade Program (a program providing an organizational, systematized and policy-based 
response to recurring requirements for application upgrades and technological refreshment); and $6.6 
million for our regular employee hardware replacement program.
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• Other major capital expenditures in FY2016 included $152.7 million for the Next Generation High Speed 
trainsets; $44.9 million for the Operations Foundation project (a program to implement new technology 
within the Operations Department); $34.4 million for station and facility upgrades; $27.8 million for 
Customer Experience Programs (a marketing initiative to provide customers with intuitive, personal and 
simple experiences when shopping, planning and booking their travel); $12.0 million related to safety, 
security, and infrastructure protection; and $10.4 million for Passenger Information Display System 
installation at various stations. 

CRITICAL ACCOUNTING ESTIMATES

This MD&A is based on our Consolidated Financial Statements contained elsewhere in this report, which 
have been prepared in accordance with accounting principles generally accepted in the United States. The 
preparation of these financial statements requires management to make estimates and assumptions that affect 
the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets 
and liabilities. We base these estimates and judgments on historical experience and on various other 
assumptions that are believed to be reasonable under the circumstances. Actual results may differ from these 
estimates.

We believe the following accounting estimates are most critical to an understanding of our financial 
statements. Estimates are considered to be critical if they meet both of the following criteria: (i) the estimate 
requires assumptions about material matters that are uncertain at the time the accounting estimates are made, 
and (ii) material changes in the estimates are reasonably likely from period to period. For a detailed discussion 
on the application of these and other accounting estimates, refer to Note 3 in our Consolidated Financial 
Statements.

Capitalization, Depreciation and Amortization of Property and Equipment

Due to the highly capital intensive nature of the railroad industry, capitalization and depreciation of property 
and equipment are substantial components of our financial statements. Property and equipment, including 
leasehold improvements, comprised 87.5% of our total assets at the end of FY2016, and related depreciation 
and amortization comprised 19.1% of total operating expenses in FY2016.

Except as described below, property and equipment that we own are carried at cost and are depreciated using 
the group method of depreciation (group method) in which a single composite depreciation rate is applied 
to the gross investment in a particular class of property or equipment, despite differences in the service life 
or salvage value of individual property units within the same class. This excludes computer equipment and 
software, which are stated at cost and are individually depreciated on a straight-line basis over their estimated 
useful lives, which are generally three to ten years. Properties held under capital leases and leasehold 
improvements are depreciated over the shorter of their estimated useful lives or their respective lease terms. 

We periodically engage a civil engineering firm with expertise in railroad property usage to conduct a study 
to evaluate depreciation rates for assets subject to the group method. In addition to the adjustment to group 
depreciation rates because of periodic depreciation studies, certain other events might occur that could affect 
our estimates and assumptions related to depreciation. Unforeseen changes in operations or technology could 
substantially alter assumptions regarding our ability to realize the return of investment on our operating assets 
and, therefore, affect the amount of current and future depreciation expense. Because group method 
depreciation expense is a function of analytical studies made of property and equipment, subsequent studies 
could result in different estimates of useful lives and net salvage values. If future group method depreciation 
studies yield results indicating that assets have shorter lives because of obsolescence, physical condition, 
changes in technology, or changes in net salvage values, the depreciation expense for assets under the group 
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method could increase. Likewise, if future studies indicate that assets have longer lives, the depreciation 
expense for assets under the group method could decrease. 

Impairment of Long-Lived Assets

Properties and other long-lived assets are reviewed for impairment whenever events or business conditions 
indicate that the carrying amount of an asset may not be recoverable. Initial assessments of recoverability 
are based on estimates of undiscounted future net cash flows. If impairment indicators are present, the assets 
are evaluated for sale or other dispositions, and their carrying amounts are reduced to fair value based on 
discounted cash flows or other estimates of fair value.

In performing our impairment analysis, we assume future Federal Government subsidies at levels consistent 
with the historical funding levels discussed in Note 2 to our Consolidated Financial Statements. We believe 
funding at historical levels is the best estimate to be used of the future. At this approximate level of funding, 
we determined that no indicators of impairment existed as of September 30, 2016. If future Federal 
Government funding drops below historical levels, substantial impairment may occur.

Casualty Losses and Claims

Casualty reserves represent accruals for personal injury, occupational injury, passenger liability and 
miscellaneous liability claims. The ultimate loss projections are undiscounted and estimated using standard 
actuarial methodologies, including estimates for provisions for incurred but not reported claims. As of 
September 30, 2016 and 2015, the reserve for casualty losses and claims was $477.2 million and 
$498.3 million, respectively. The reserve balances include our best estimate of the liability for passenger and 
employee claims incurred related to the Train #188 Derailment.  

Positive Train Control

In 2008, Congress enacted the Rail Safety Improvement Act. The legislation included a mandate that all 
Class I railroads and each railroad hosting intercity or commuter rail passenger service have Positive Train 
Control (PTC) systems installed and operating by December 31, 2015, provided, however, that a Class I 
railroad is only required to install PTC on routes where there are five million or more gross tons of railroad 
traffic per year and the presence of either passenger trains or poison by inhalation hazardous materials. The 
FRA rules for PTC provide for exceptions to these PTC requirements, which are subject to FRA approval, 
on rail lines hosting passenger trains on which freight traffic volumes, and the number of passenger trains 
operated, do not exceed limits specified in the rule. In October 2015, Congress passed the Surface 
Transportation Extension Act of 2015, which included a three-year extension of the PTC deadline. We are 
working with federal authorities and commuter and freight railroads to ensure our trains are compliant with 
PTC systems adopted for use by host railroads. Additional funding to fully comply with PTC requirements 
is necessary and will be requested. Compliance with PTC requirements on the host railroads outside of the 
NEC could result in significant costs to us. Our contribution to PTC installation and maintenance on host 
railroad property has not yet been defined. Accordingly, our financial statements do not reflect an estimated 
liability for the cost of Amtrak becoming fully compliant with PTC. See Note 10 to the Consolidated Financial 
Statements for additional information. 

Environmental

As further described in Note 11 to the Consolidated Financial Statements included elsewhere in this report, 
we are subject to extensive and complex federal and state environmental laws and regulations that can give 
rise to environmental issues. As a result of our operations and acquired properties, we are from time to time 
involved in administrative and judicial proceedings and administrative inquiries related to environmental 
matters. Our policy is to accrue estimated liabilities and capitalize such  remediation costs if they extend the 
life, increase the capacity or improve the safety or efficiency of the property; mitigate or prevent environmental 
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contamination that has not occurred but may result from future operations; are incurred in preparing the 
property for sale; or are incurred on properties acquired with existing environmental conditions, and to 
expense other remediation costs. The liability is periodically adjusted based on our present estimate of the 
costs we will incur related to these sites and/or actual expenditures made. Some of our real estate properties 
may have the presence of environmentally regulated wastes or materials. If these properties undergo 
excavations, major renovations or are demolished, certain environmental regulations that are in place may 
specify the manner in which the wastes or materials must be assessed, handled, and disposed. We have 
identified a number of locations for which excavations and major renovations are planned and liabilities have 
been recorded. In the future, we may plan other excavations, demolitions, major renovations or other 
construction activities that affect similar wastes or materials.

Although a potential liability exists for the removal or remediation of environmentally regulated materials, 
sufficient information is not available currently to estimate the liability, as the range of time over which we 
may settle these obligations is unknown or cannot be reasonably estimated at this time. Although we believe 
we have appropriately recorded current and long-term reserves for known and estimable future environmental 
costs, we could incur significant costs that exceed reserves or require unanticipated cash expenditures as a 
result of any of the foregoing. Based upon information currently available, we believe our environmental 
reserves are adequate to fund remedial actions to comply with present laws and regulations, and that the 
ultimate liability for these matters, if any, will not materially affect our overall financial condition, results 
of operations, or liquidity. As of September 30, 2016 and 2015, the environmental reserve was $66.9 million
and $57.6 million, respectively. These reserves for estimated future environmental costs are undiscounted 
and include future costs for remediation and restoration of sites as well as any significant ongoing monitoring 
costs. 

Pension and Other Post-Retirement Benefits

Accounting for pension and other post-retirement benefits requires management to make several estimates 
and assumptions (see Note 12 to the Consolidated Financial Statements). These include the discount rates 
used to measure future obligations and interest expense, long-term rate of return on plan assets, health care 
cost trend rates, and other assumptions. In addition, the amounts recorded are affected by changes in the 
interest rate environment because the associated liabilities are discounted to their present value.

We engage an independent, external actuary to compute the amounts of liabilities and expenses relating to 
these plans subject to the assumptions that we select. We review the discount, long-term plan asset, and health 
care cost trend rates on an annual basis and make modifications to the assumptions based on current rates 
and trends as appropriate. We have a qualified, non-contributory defined benefit retirement plan (the 
Retirement Income Plan) whose assets are held in trust covering certain nonunion employees and certain 
employees who at one time held nonunion positions. Prior to FY2016, the Retirement Income Plan was 
closed to new entrants and frozen for future benefit accruals. On August 10, 2016, the Retirement Income 
Plan was amended to permit certain retirees to receive a lump sum payment equal to the actuarial equivalent 
of the retiree’s accrued benefit or an actuarial equivalent immediate annuity in the applicable normal annuity 
form under the plan. See Note 12 to the Consolidated Financial Statements for additional information. 

Discount Rates

Discount rates affect the amount of liability recorded and the interest expense component of pension and 
other post-retirement benefit expense. Discount rates reflect the rates at which pension and other post-
retirement benefits could be effectively settled, or in other words, how much it would cost us to buy enough 
high quality bonds to generate cash flow equal to our expected future benefit payments. 

We determine the discount rate based on the market yield as of each fiscal year end for high quality corporate 
bonds whose maturities match the plans’ expected benefit payments. The discount rate we used to value our 
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pension obligation at September 30, 2016 was 3.74% and the discount rate used to value our other post-
retirement benefit obligations at September 30, 2016 was 3.44% for obligations under our Union plan and 
3.50% for obligations under our Management plan. The discount rate we used to value our pension obligation 
at September 30, 2015 was 4.43% and the discount rate used to value our other post-retirement benefit 
obligations at September 30, 2015 was 3.99% for obligations under our Union plan and 4.17% for obligations 
under our Management plan. Each year, these discount rates are reevaluated and adjusted to reflect the best 
estimate of the currently effective settlement rates. If interest rates generally decline or rise, the assumed 
discount rates will change.

Long-term Rate of Return on Plan Assets

The expected long-term rate of return on plan assets reflects the average rate of earnings expected on the 
funds invested, or to be invested, to provide for benefits included in the projected benefit obligation. In 
estimating that rate, we give appropriate consideration to the returns being earned by the plan assets in the 
funds and the rates of return expected to be available for reinvestment. 

Our expected long-term rate of return on plan assets considers the current and projected asset mix of the 
funds. Management balances market expectations obtained from various investment managers and 
economists with both market and actual plan historical returns to develop a reasonable estimate of the expected 
long-term rate of return on assets. As this assumption is long-term, it is adjusted less frequently than other 
assumptions used in pension accounting. We used a long-term rate of return on plan assets of 7.25% to value 
FY2016 and FY2015 pension obligations.

Health Care Cost Trend Rates

Health care cost trend rates are based on recent plan experience and industry trends. We use guidance from 
employee benefits and actuarial consultants, Amtrak-specific claims trends, and health care cost studies to 
substantiate the inflation assumption for health care costs. The assumed health care cost trend rate ranged 
from 7.25% to 8.25% as of September 30, 2016, compared with a range of 7.50% to 8.50% as of September 
30, 2015, based upon current actuarial projections. 

Assumed health care cost trend rates have a significant effect on the amounts reported for our other post-
retirement benefit obligations. A one-percentage-point change in assumed health care cost trend rates in 
FY2016 would have the following effects (in thousands):

1%  Increase 1%  Decrease
Effect on total service and interest cost component $ 5,433 $ (4,790)
Effect on postretirement benefit obligation $ 46,193 $ (40,848)

Other Assumptions

The calculations made by the actuaries also include assumptions relating to mortality rates, turnover and 
retirement age. These assumptions are based upon historical data and are selected by management.

Provision for Income Taxes

The accounting for income taxes requires recognition of deferred tax assets and liabilities for future tax 
consequences attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax 
liabilities and assets are determined based on the difference between the financial statement and tax basis of 
assets and liabilities using enacted rates expected to be in effect during the year in which the differences 
reverse. Deferred tax assets generally represent items that can be used as a tax deduction or credit on our tax 
return in future years for which the tax benefit has already been reflected in our Consolidated Statements of 
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Operations. We establish valuation allowances for our deferred tax assets if it is more likely than not that 
some or all of the deferred tax asset will not be realized. Judgment is required in estimating valuation 
allowances. The determination of the amount of valuation allowance to be provided on recorded deferred 
tax assets involves estimates regarding (1) the timing and amount of the reversal of taxable temporary 
differences, (2) expected future taxable income, and (3) the impact of tax planning strategies, which can also 
be impacted by changes to tax laws. Deferred tax liabilities primarily relate to fixed assets for which we have 
no basis for tax purposes because the fixed assets were purchased with federal grants, which are recorded 
within equity and are not included in taxable income.

We evaluate our potential exposures from tax positions taken that have or could be challenged by taxing 
authorities in the evaluation. These potential exposures result because taxing authorities may take positions 
that differ from those taken by management in the interpretation and application of statutes, regulations, and 
rules. Management considers the possibility of alternative outcomes based upon past experience, previous 
actions by taxing authorities (e.g., actions taken in other jurisdictions), and advice from tax experts. We have 
evaluated income tax positions taken in prior years and believe that all positions are more likely than not to 
be sustained in an audit. 

Legal

As part of our operations, we are a party to various legal proceedings and administrative actions in the normal 
course of business. An accrual for a loss contingency is established if information available prior to issuance 
of our financial statements indicates that it is probable that an asset has been impaired or a liability has been 
incurred at the date of the financial statements, and the amount of loss can be reasonably estimated. If no 
accrual is made for a loss contingency because one or both of these conditions are not met, or if an exposure 
to loss exists in excess of the amount accrued, disclosure of the contingency is made when there is at least 
a reasonable possibility that a loss or an additional loss may have been incurred.

We evaluate all exposures relating to legal liabilities on a monthly basis and adjust reserves when appropriate 
under the guidance noted above. The amount of a particular reserve may be influenced by factors that include 
official rulings, newly discovered or developed evidence, or changes in laws, regulations and evidentiary 
standards.   

Inflation

In preparing financial statements, U.S. generally accepted accounting principles require the use of historical 
cost, which does not reflect the effects of inflation on the replacement cost of property. Due to the capital 
intensive nature of our business, the replacement cost of these assets would be significantly larger than the 
amounts reported under the historical cost basis.
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Report of Independent Auditors

The Board of Directors and Stockholders
National Railroad Passenger Corporation

We have audited the accompanying consolidated financial statements of National Railroad
Passenger Corporation and subsidiaries (Amtrak or the Company), which comprise the
consolidated balance sheets as of September 30, 2016 and 2015, and the related consolidated
statements of operations, comprehensive loss, changes in capitalization, and cash flows for the
years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of National Railroad Passenger Corporation and subsidiaries at
September 30, 2016 and 2015, and the consolidated results of their operations and their cash flows
for the years then ended in conformity with U.S. generally accepted accounting principles.

Federal Government Funding

As explained in Notes 1 and 2 in the accompanying consolidated financial statements, the
Company has a history of operating losses and is dependent upon substantial Federal Government
subsidies to sustain its operations and maintain its underlying infrastructure. As further explained
in Note 2 to the consolidated financial statements, the Company is receiving Federal Government
funding under the Continuing Appropriations Act, 2017 and the Further Continuing
Appropriations Act, 2017. The Company expects to receive additional interim Federal
Government funding under Congressional continuing resolutions for fiscal year 2017 until the
formal appropriations bill is signed into law. There are currently no Federal Government subsidies
appropriated by law for any period subsequent to April 28, 2017. Without the receipt of Federal
Government funding, Amtrak will not be able to continue in its current form and significant
operating changes, restructurings, or bankruptcy might occur. Our opinion is not modified with
respect to this matter.

January 27, 2017
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