NORTH DAKOTA DEPARTMENT OF TRANSPORTATION (NDDOT)
LOCAL RAIL FREIGHT ASSISTANCE PROGRAM (LRFA)
APPLICATION INSTRUCTIONS

SECTION 1.0 – INTRODUCTION

NDDOT has administration and oversight responsibility for North Dakota’s (ND) Local Rail Freight Assistance Program.

LRFA projects require Federal Railroad Administration (FRA) approval before NDDOT may make a formal offer of assistance.  The FRA approval process may take up to several months. 
This document describes the LRFA application process.  It also describes the methods used by NDDOT to evaluate and select LRFA projects to be submitted to FRA for approval.  There is also a description of several obligations incurred by applicants when assistance is accepted.
It is recommended that potential applicants review this document prior to initiating the application process.
SECTION 2.0 – ELIGIBLE APPLICANTS

Eligible applicants include counties, cities, railroad companies and current or potential users of freight railroad service.

SECTION 3.0 – ELIGIBLE PROJECTS

The LRFA program has limited resources.  It is intended to be used primarily to upgrade and enhance infrastructure to improve rail service in ND through aid to short line railroads and, in some cases, shippers.  Federal Regulations restrict the use of LRFA funds to 1) improving and rehabilitating rail property on a rail line and, 2) building rail or rail related facilities to improve the quality and efficiency of rail freight transportation.  Projects that are considered to be primarily for economic development, particularly those of a speculative nature, while important to the state, must receive secondary consideration in allocating LRFA funds.  The ranking process reflects this.  Rail assistance programs are essentially the only source of public funds to assist in upgrading and enhancing rail service in ND.  Economic development projects may be funded in many different ways.

Projects can considered for LRFA assistance only when the rail carrier certifies that the line related to the project has carried less than 5 million gross ton-miles of freight per mile in the year previous to the year of application.  LRFA projects must, at minimum, accomplish any of the following:  rehabilitate a segment of rail line, improve transportation efficiency, promote safety, promote the viability of the statewide system of freight rail service, assist intermodal freight movement, provide industry access to the national railroad system or result in economic development (see paragraph above).
SECTION 4.0 – APPLICATION CONTENT AND PROCESS

4.1  Project Proposal Filing
Project requests must be received by NDDOT no later than December 15 to be considered for the next calendar year.  For example, requests for projects for CY 2008 must be received no later than December 15, 2007.  Requests received after December 15 may be considered at NDDOT discretion.  

The initial step in applying for LRFA assistance is to submit a written project proposal to NDDOT, addressed as follows:
Director

ATTN: Rail Planner
North Dakota Department of Transportation

608 East Boulevard Avenue

Bismarck, ND  58505-0700
The proposal should contain the information listed in 4.1.1 through 4.1.5 below.  Submission may be either electronic (MS Word) or hard copy.  The address for electronic submission is rjohnsto@nd.gov.  Senders that receive an out of office reply to an electronic submission should call 701-328-2513 for an alternate email address.  
4.1.1
Identification of Parties and Projects
The written proposal shall include the following items:
1.
Name and principal address of applicant including name, title, phone number and email address for person to contact during working hours.
2.
Name of the railroad associated with the project (if different from [1] above), and contact information as indicated above.

3.
Name of the shipper (if any) associated with the project (if different from [1] above) and contact information as indicated above. 
4.
A narrative explanation of purpose and need for the project and public benefits estimated to accrue from it.  Some of the things to consider include: capacity, safety, system linkage, system deficiencies, modal interrelationships and economic impact.  This section should also describe and justify any potential negative aspects that might be associated with the project.

5.
A narrative explanation/description of the proposed project including but not limited to:

· Physical measurements.  (Length, width, area, etc.)

· Physical location.  (Address, mileposts, highway reference, etc.)

· Major material specifications.  (Weight of rail, type of ballast, grade of ties, etc.)

· Map/sketch of project design and location.

· Number of shippers served and/or affected, and general makeup of commodities handled.
· Any other information deemed useful by the applicant for supporting and explaining the project concept and purpose.

6.
An explanation/description of consequences if assistance is not awarded (postponed, abandoned, reduced service, lost revenue or cost savings, etc.) and alternatives to be pursued.  Include dollar amounts, dates, quantities, etc.

4.1.2
Estimate of Project Cost and Performance Method 
1.
Provide a line item breakout of estimated direct project costs at least to the level of:

· Materials

· Labor

· Force account work and contract work by principal task.

· Total project cost.

2.
Provide a description of the method or methods proposed for accomplishing major project work tasks and a brief rationale for their use (e.g., tie replacement by force account, surfacing by contractor).

3.
Indirect costs, such as profit on force account work and administration and overhead, are not eligible for assistance.

4.1.3
Proposed Project Financing
1.
State the dollar amount of assistance requested.  Section 8 explains how the amount and form of assistance is determined.
2.
Identify the source of all non-state assistance related to the project.

4.1.4
Intended Benefit and Cost Items
Provide a list or description of the type or category of benefits and costs assumed by the applicant to be associated with this project.  It is not necessary to provide quantity or dollar amounts for these benefits and costs at this time.  That will be determined during application review.  Section 4.2.1(1) provides an example of some measures to include.
4.1.5
Intended Environmental and Economic Enhancement Items
Provide a list or description of any environmental or economic enhancement the applicant estimates will result from the project if these categories are to be used as criteria in the project evaluation. Quantified measures will be determined during application review.

4.1.6
Public Involvement Process
NDDOT shall solicit public input for each project that is accepted.  Solicitation of public input will consist of providing opportunity to request a public hearing and submit written comments.  

Notification of said opportunity shall consist of placing legal notice in the official newspaper of the county or counties in which the proposed project is to be done, giving notice of opportunity to request public hearing and/or submit written comments.  The ad shall state the reason for solicitation of hearing request and written comments (i.e. Rail rehabilitation project etc.).  The ad is also to contain a description of the type and location of the project, provide a contact point for hearing request and submission of written comments, and specify deadline dates.  Ads shall be published at least 21 days before the date of any hearing.  Ten days must be allowed for written comments following a hearing or publication of request for written comments. 

In the event of a public hearing, all comments are recorded verbatim and shall be included in the application.  All comments will be considered in the final decision.

4.2  Application Review/Conference
NDDOT staff will review the application and determine if the requirements have been met.  There may be a need for conference with the applicant and any other significant entities.  If conference is required, it may generally be done by phone.  
4.2.1 
Data for Transportation Efficiency Analysis
1.
The primary criterion in determining project qualification and rank is the ratio of transportation efficiency benefit to project cost – the Benefit-Cost (B/C) ratio.  The application review and/or conference will establish the appropriate data to be submitted to NDDOT for calculation of this ratio.  NDDOT may employ the services of others in analyzing and calculating the B/C ratio.

2.
The following list is representative, but not exhaustive, of the type of data that may be required.  The purpose is to determine the amount of quantifiable change in these areas, expressed in dollars, that is estimated to be attributable to the project.
· Maintenance of Way (MOW) costs

· Car hire and/or car investments costs

· Locomotive costs

· Fuel consumption costs 

· Maintenance of Equipment (MOE) costs

· Freight rate/unit
· Train crew costs

· Number of carloads
· Product/lading shrinkage

· Lading handling costs
· Derailment costs
3.
Other information pertinent to this analysis:
· Project impact on market penetration (intermodal, customer territory, service frequency).

· Average car capacity in same units used in freight rates above.

· Net liquidation value of in-place track assets.

4.3  Qualification and Ranking Data 
4.3.1
The data required for project qualification and ranking by NDDOT shall be filed by applicant.
4.3.2
All project proposals will be reviewed.  Qualified proposals will be ranked for funding priority.  Section 6.2 specifies qualification and ranking criteria and scoring procedures.  Those project proposals ranking highest and which are fundable within the resources available will be designated as candidate projects and will continue with the application process.  All applicants will be informed of their project proposal's status and ranking. 
4.4  Additional Data Filing
Applicants may be required to file additional data for project evaluation.  Notice will be given to applicants by NDDOT if additional data is required.  Projects submitted to FRA require additional information and certain certifications.  Applicants will be notified of specific additional information requirements if their projects are selected for submission to FRA. 
4.5  Emergency Assistance
The department may, at its sole discretion and upon application by an eligible applicant, provide LRFA assistance on a non-competitive basis for a project addressing damage caused by a (government declared) man made or natural disaster.  Such assistance might be for bridges, track or other significant infrastructure.  Insurance proceeds must first be dedicated to the project.

SECTION 5.0 – ASSISTANCE AWARD PROCESS

5.1  Applicant Acceptance
Applicants shall accept or reject an offer of assistance within ten (10) working days of  tender.

5.2  Agreement Execution
Unless otherwise agreed, an offer of assistance will be withdrawn if an agreement is not executed between the applicant and NDDOT within 90 days of acceptance of the offer by the applicant.
SECTION 6.0 – PROJECT SELECTION POLICIES AND PROCEDURES
6.1  Project Selection Policies

LRFA projects must be approved by FRA before NDDOT may make a formal offer of assistance.  NDDOT uses the policies and procedures outlined here to rank and select projects for potential submission to FRA for approval

Projects may be selected for submission to FRA outside of rank order.  If a lower ranked project can be funded within resource limits and a higher ranked project would exceed those limits, the lower ranked project may be submitted for approval.  Partial funding of projects is an option as well, with FRA approval, if applicants are able to proceed on that basis.

Assistance under LRFA is generally limited to short line railroads and shipping entities.  The Director has final say on all projects and may select projects without regard to this policy based on a number of different contingencies.
If two or more projects attain an identical ranking score, final ranking will be determined by Benefit/Cost (B/C) ratio.  If the B/C ratio does not resolve the deadlock, the Director’s judgment shall prevail.
6.1.1
Purpose of Qualification and Ranking:  Federal regulations state that LRFA projects should improve the quality and efficiency of rail freight transportation.  NDDOT rail policy includes some additional measures of public benefit.  Five criteria are used to evaluate projects, with each criterion having a point value.  
6.1.2
Use of Qualification and Ranking:  The minimum threshold for project qualification is a B/C ratio of more than 1.0 and an overall project score of no less than 35.  Projects are ranked from highest to lowest based on total point value.  The rankings are used to determine which projects will be submitted to FRA for approval.  Project selection is made at the Director’s discretion.  The highest ranking projects are generally considered first and as many projects are submitted for approval as there are resources to support.

6.1.3
Relation of Rank to Funding:  The ranking process has no influence on the type of assistance offered.  Assistance is via low interest loan.

6.1.4
Director’s Authority:  Project selection is made at the Director’s discretion. On a case by case basis the Director will have the authority to modify the project selection process, funding limits and repayment criteria.

6.2  Project Selection Criteria

6.2.1
Transportation Efficiency Benefit/Cost Ratio:

1.
Purpose:  The purpose of this criterion is to evaluate the efficiency of the project and provide an indicator of justification for public investment in the project.

2.
Description:  The B/C ratio is a measure of the net transportation efficiency benefits of a project.  The calculation of this ratio will be performed or contracted by NDDOT using data supplied by the applicant in the application process.  The methodology for the calculation of this ratio is available from NDDOT.

3.
Scoring:  Points are awarded on the basis of the project's raw B/C ratio as shown in the table below.  Points awarded increase as the B/C ratio increases, to a maximum of 7.0.  A B/C ratio >7.0 does not add additional points. 

	BENEFIT/COST RATIO
	POINTS

	1.000 - 1.999
	35

	2.000 - 4.999
	40

	5.000 - 6.999
	45

	( 7.000
	50




MAXIMUM OF 50 POINTS
6.2.2
Carloads per Mile:

1. Purpose:  The purpose of this criterion is to afford a measure of the direct usefulness of the project to industry and to recognize the larger return ratio realized from investing public resources in more densely used facilities.  

2. Description:  The carload count is the total traffic for the last year or the average over the last three years.  All carloads may be included even if transported by a railroad not party to the project proposal.  Any bridge or overhead traffic included in the total shall be shown separately.  If multi-platform articulated cars are used, they are treated as single or multiple cars according to how they are treated in the tariff or contract under which they move.  Excluded from this carload count are carloads of coal or coke delivered to regulated electrical utility generating plants in blocks or unit trains of 25 cars or more.  Also excluded are carloads that have been used in a prior project's count and are now rerouted over the proposed project unless the reroute can be demonstrated to be not related to the project.  The carload data and evidence of its validity is provided by the applicant during the application process.

3. Scoring:  Points are awarded on the basis of carloads per mile as shown in the table below.  The points awarded increase as the carloads per mile increase to a maximum of 120.  No additional points are awarded for traffic greater than 120 carloads/mile.  Points are awarded in this manner to reflect the lesser impact on the economy by very light density lines.
	Carloads/Mile

3 Yr. Average
	Points

	< 12
	0

	12 - 20
	3

	21 - 35
	7

	36 - 80
	10

	81 - 120
	13

	> 120
	15









MAXIMUM OF 15 POINTS
6.2.3
System Connectivity:

1. Purpose:  The purpose of this criterion is to afford a means to reflect the value a project may present in serving a distinct system function even though traffic may not increase at given origins or destinations.
2. Description:  System connectivity is present when the project specifically provides for the entire sole connection of two distinct through route line segments of the applicant's system or the system's sole interchange connection with another railroad.

3. Scoring:  System connectivity points are awarded as shown below.

System Connectivity



Points

Project Does Not Provide Connectivity

0

Project Does Provide Connectivity


3




MAXIMUM OF 3 POINTS
6.2.4
Prior Beneficiary of Assistance:

1. Purpose:  The purpose of this criterion is to help insure equitable distribution of rail assistance among potential recipients.

2. Description:  This criterion considers prior receipt of assistance in the evaluation process.  If the applicant has a current LRFA project or has completed one within 36 months of the proposed acceptance date of the new project, points under this criterion are not awarded.  For purpose of this criterion, if the applicant is under common control or common management with another entity or the parent company of another entity (there are corporate officers common to both), a project with any of the commonly controlled or commonly managed entities is considered to be a project of this applicant.  Grade crossing projects are not considered as prior assistance.

3. Scoring:  Points for this criterion are awarded as shown below.

Prior Assistance

Points
Yes


0

No


3




MAXIMUM OF 3 POINTS
6.2.5
Enhancing North Dakota(s Economy:

1. Purpose:  The purpose of this criterion is to afford a means of awarding points to projects that offer economic benefits that may not be considered in the B/C analysis.

2. Description:  Points are awarded under this criterion if NDDOT finds the rail project will:

· Address an unusual change in the employment situation within ND.
· Contains an element of urgency/timeliness significant to its ability to deliver long-term benefits
· Improve viability of businesses served by rail.

· Improve the state’s attractiveness for new business.

· Serve a developed industrial park (streets and utilities in place). 

3.
Scoring:  Enhancing ND economy points are awarded as follows:
ECONOMIC ENHANCEMENT FACTORS PRESENT:  0-4 POINTS, MAXIMUM OF 4 POINTS
SECTION 7.0 – ASSISTANCE FORM AND AMOUNT

7.1  Policies Affecting Assistance Amount

7.1.1
Assistance is via low interest loan at ½ the Prime Rate (as indicated by the Bank of North Dakota) but not less than 3%.
7.1.2
Rehabilitation construction will be financed with 70% federal and 30% local funds.  The local match must be in non – federal dollars.  Local match funds are generally those of the applicant.  New construction will be financed on a 50 – 50 basis.  The same provisions regarding local fund sources apply.
7.1.3 The loan term is generally 5 – 10 years and the debt is retired with annual principal and interest payments. During the loan term the recipient is allowed to defer repayment for up to two years.  When the deferment ends the loan recipient is required to begin or resume repayment plus the interest accrued during deferment.

7.1.4 The amount of assistance for any single project may not generally exceed $1 million (NDDOT share).
SECTION 8.0 – SELECTED TERMS & CONDITIONS
8.1  List of Selected Terms & Conditions
8.1.1
The applicant must, to the extent allowed under North Dakota state law, agree to indemnify, save, and hold harmless the State of North Dakota, NDDOT, its officers, agents, employees and members, from any and all claims, demands, actions, or cause of action arising out of the negligent acts, errors or omissions of the applicant or applicant(s employees or agents, in the performance of all contracts or matters incidental thereto.

8.1.2
The railroad or other applicant must agree to maintain the line or project facility at or above FRA Class 2 Track Safety Standard service level for the duration of the assistance agreement.  Termination of service will make the full assistance amount due and payable plus an amount equal to the interest rate in the agreement applied to the full assistance amount from the effective date of the assistance agreement to date of termination.

8.1.3
Interest charges begin upon first draw of assistance funds and are calculated on a fixed regular schedule.

8.1.4
Rehabilitation and construction material and performance specifications shall conform to American Railway Engineering Association standards and practices.

8.1.5
Project costs may not be incurred on any project before an agreement is executed between NDDOT and the applicant.

8.1.6
If Railroad force account is not used, a competitive sealed bidding process shall be used for all approved LRFA projects, including formal advertising and allowing a minimum of twenty-one days for the receipt of bids.

8.1.7 Progress billing will be permitted with 10% retainage by NDDOT.  The project is subject to detailed audit after final billing.  Final billing must include a statement of total actual costs and must be submitted to NDDOT within three months after project completion.
8.1.8 The applicant shall, upon any sale or disposition of all or any portion of the subject line or the filing of an application for abandonment of all or any portion of the subject line at any time during the term of agreement, repay to NDDOT the full amount of the NDDOT share of the improvements made to the subject line.
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