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OVERVIEW

BACKGROUND

The state management review is one of the Federal
Transit Administration’s (FTA) management tools for
examining grantee performance and adherence to
current FTA requirements and policies. It examines
how states, instrumentalities of states and territories
meet statutory and administrative requirements,
especially those that are included in the Annual
Certifications and Assurances that grantees submit.
FTA’s policy is to conduct state management reviews
every three years.

The state management review addresses the
following FTA grant programs:

e Metropolitan Planning and State Planning
and Research Grant Program (U.S.C

5305)

e Urbanized Area Formula Program (U.S.C.
5307)

e Capital Investment Program (49 U.S.C.
5309)

e Elderly Individuals and Individuals with
Disabilities Program (49 U.S.C. 5310)

e Nonurbanized Area Formula Program (49
U.S.C. 5311)

e Job Access and Reverse Commute
Program (49 U.S.C. 5316)

e New Freedom Program (49 U.S.C. 5317)

The review currently examines 27 areas. In addition
to helping evaluate grantees, the review gives FTA an
opportunity to provide technical assistance on the
latest FTA requirements and aids FTA in reporting to
the Secretary, Congress, other oversight agencies,
and the transit community on the Urbanized Area
Formula Program.

PROCESS

The state management review starts with a desk
review at the regional office during which the reviewer
interviews regional office staff and reviews files. The
reviewer prepares a review package which the region
sends to the grantee. The grantee completes the
package and sends it and the requested documents
to the reviewer. The reviewer examines the answers
to the questions and the documents and sends the
grantee a final review schedule. The reviewer
conducts a site visit, which can last up to five days.
The site visit begins with an entrance conference.
During the site visit, the reviewer interviews staff,
reviews documents, including ECHO documentation
and procurement files, inspects vehicles and facilities,

and examines maintenance records. The site visit
ends with an exit conference at which FTA presents
the draft report. Each review area has a finding of not
deficient, deficient or not applicable. The report is an
exceptions report that discusses the deficiencies,
corrective actions and schedule for implementing the
corrective action. The standard time frame for
implementing the corrective action is 90 days. The
grantee can negotiate for additional time. Deficiencies
addressed before the exit conference do not appear
in the report. The grantee submits comments on the
draft report to FTA within seven days. During that
time, the grantee can implement corrective actions.
Deficiencies addressed during those seven days
appear as closed in the final report. The regional
office issues the final report within 30 days of the site
visit. .

USING THIS WORKBOOK

This workbook provides an overview of FTA
requirements. It does not replace FTA guidance. If
there are any conflicts between this and other FTA
guidance, the FTA guidance takes precedence. For
additional details, refer to the statutes, regulations, or
FTA circulars cited in the “Reference” sections. This
guide is not a substitute for these primary reference
documents, but is a portable summary of FTA policies
as they relate to states. States should periodically
consult FTA’s website (http://www.fta.dot.gov) for the
most recent policies and directives.

SPECIALTY REVIEWS
FTA conducts program area and project level reviews.
Program area reviews include:
¢ Financial Management Oversight
Cost Allocation Plan
Procurement System
Disadvantaged Business Enterprise
Title VI
Americans with Disabilities Act
- Key Station Assessments
- Fixed Route Operations
- Complementary Paratransit
e« Equal Employment Opportunity
e« Safety and Security
- Drug and Alcohol Program
- State Safety Oversight
- Security Readiness Assessment

Project level reviews include Project Management
Oversight and Financial Capacity Assessments.

Even if a program area or project level review has
been conducted or is scheduled, the state
management review will still ask all applicable
guestions in those areas.
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SUMMARY OF CHANGES

OVERALL CHANGES

¢ Removed the guidance to eliminate questions (or
note “not reviewed”) if a specialty review has
occurred or is scheduled.

e Limited the discussion in the determination
section to what leads to a deficiency. Much of the
information that was noted as leading to “not
deficient” is either captured in the reverse for
leading to a deficiency or in the Explanation
section.

e Included useful web links in many sections.

e Updated references to FY2010 Master
Agreement, FY2010 Certifications and
Assurances, and Office of Safety and Security
(new URL).

e Incorporated the Section 5305 program into
relevant review areas.

1. PROGRAM MANAGEMENT

e Added Question 2 regarding participation in the
consolidated planning grant program and
discussion of FTA administrative oversight of
FTA Section 5305 grants

e Added Section 5305 to Question 4.

e Added information on preventative maintenance
force account plans to Question 8

e Revised Question 9 on leasing to reflect the new
requirements of 5010.1D

e Merged formerly separate questions on
construction and bus procurements into Question
10

e Revised Question 10 to focus on oversight of
projects other than major capital projects covered
by PMOCs

e Added oversight of technology projects to
Question 10

2. GRANTS ADMINISTRATION

e Deleted question on signed special labor
protection warranties

e Added Section 5305 reporting requirements to
Question 2

e Added Question 3 on new FFR

e Added Question 5 on Section 5316 and 5317
performance reporting

e Added discussion of period of availability of
Section 5305 funds to explanation for questions 7
and 8

3. SELECTION AND ELIGIBILITY

e Reordered questions so that Section 5311 is
addressed first

6.

Added Question 17 on ineligible services funded
with Section 5307 and 5309 assistance

FINANCIAL

Reordered questions to group into four
categories: financial capacity, eligible expenses,
funds management and audits/reviews
Eliminated separate section on subrecipient
oversight

Deleted former questions 3 and 4 on fund
transfers

Clarified what is eligible for local match in
Question 2

Collapsed four questions addressing state
administration into Question 5

Clarified that flexible funds used for state
administration can only be used for planning
Added question 11 regarding GAO and OIG
audits

Clarified threshold in Question 13 on subrecipient
A-133 audits

INTERCITY BUS

Clarified in Question 3 that the governor can
certify only for funds within the period of
availability

Clarified in Question 3 that the intercity amounts
reserved (Category C funds) cannot exceed 10
percent of the apportionment

RTAP

No substantive changes

7.

SATISFACTORY CONTINUING CONTROL

Separated questions regarding real property and
equipment

Clarified in Question 6 requirements for Section
5307 and 5309 funded equipment as they apply
to states and subrecipients of states regarding
useful life standards and return of sale proceeds
Clarified in Question 10 spare ratio requirements
as they apply to states

MAINTENANCE

Added subsection headers

Separated discussion of maintenance of vehicle
and facility ADA accessibility equipment

Changed process so that ADA maintenance
deficiencies appear in ADA

Summary of Changes
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10.

11.

PROCUREMENT

Expanded information request in Question 2 for
procedures for full and open competition

Clarified in Question 4 when states must follow
the Brooks Act when procuring architectural and
engineering services

Added discussion of applicability of procurement
requirements to MPOs to Question 9

Updated Exhibits 9.1 and 9.2.

DBE

Reorganized to ask questions on threshold first,
allowing reviewer to skip questions that don't
apply if threshold not met by grantee

Eliminated question on financial institutions
Revised Question 7 to focus on how good faith
effort determinations are being made

Added information to Question 8 for appropriate
prompt return of retain options (also added
prompt payment and return of retainage clause to
procurement checklist)

Separated monitoring question to ask how
grantee is ensuring that first tiers (subrecipients
and prime contractors) are monitored for their
commitments (Question 9) and that DBEs are
actually performing the work (Question 10)

Added clarifications for TVM certifications
(Question 11)

Gave more instructions on what to look for in
UCPs agreements and certifications (Questions
12 and 13)

Added protests to complaints Question 14

BUY AMERICA

No substantive changes

12.

DEBARMENT AND SUSPENSION

Added within Question 2 information about principals,
officers, etc. of the grantee as being covered by
debarment and suspension also

13.

LOBBYING

No substantive changes

14.

PLANNING AND COORDINATION

Eliminated questions that are addressed during
Planning Certification Reviews

Clarified Sources of Information and
Determination as these relate to MPO
agreements that precede TEA-21 or SAFETEA-
LU

15.

16.

17.

TITLE VI

Added emphasis in Questions 4-8 for how (not if)
a grantee’s Title VI program is being
implemented

Added emphasis in Questions 10-17 for how (not
iff a grantee’s Title VI program is being
implemented

ADA

Added subsection headers and reordered the
questions

Changed approach so that now all states, not just
those that operate or contract for service, answer
all the questions

Deleted discussion of waivers for purchase of
non-accessible equipment for fixed route service
Added Question 6 regarding use of accessible
buses for contracted fixed route service
Added questions to Question 7
equivalent service

Added explanatory information to Question 9
regarding accessibility requirements of modified
facilities

Added questions to Question 11 relating to lift
and securement use

Added questions 18-22 regarding commuter
service, university service and deviated fixed
route service

Added questions on conditional eligibility and
service for appeals not decided within 30 days to
Question 24 regarding the eligibility process
Added clarifying information on fares to Question
25

Added questions to Question 34 regarding a no-
show policy

regarding

CHARTER BUS

Clarified quarterly reporting requirements in table and
Question 2

18.

SCHOOL BUS

No substantive changes

19.

DRUG FREE WORKPLACE

No substantive changes

20.

DRUG AND ALCOHOL PROGRAM

Added clarifying information and references for
applicability for off duty police officers to Question

Revised Question 7 on post accident testing to
address only conducting this testing under FTA
authority in appropriate instances
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21.

Added information in Question 10 on MIS reports
requiring FTA funded ferry operations to submit
reports

EQUAL EMPLOYMENT OPPORTUNITY

Added clarifying information on meeting goals in
Question 4

22.

23.

NATIONAL TRANSIT DATABASE

Deleted questions on timely submissions

Added information on “complete” reporting in
Question 2

Added information on subrecipient reporting to
Question 3

Deleted declaration and auditor's statement
guestions

Added Question 4 on passenger mile data

FARE INCREASES AND MAJOR
SERVICE REDUCTIONS

Clarified that grantees must solicit public comment for
all fare increases, not just changes in the basic fare
structure

24. HALF-FARE

e Clarified that half fare requirements apply to fixed
routes services for which the grantee has not
defined peak hours

e Clarified that peak hours can be seasonal

25. SAFETY AND SECURITY

e Changed procedure so that Questions 1-8
relating to safety and security programs of
subrecipients are now asked for Section 5311
subrecipients

e Added information on FTA’'s Bus Safety Website

26. ITS ARCHITECTURE

Added Question 2 on project scope changes for ITS
projects and related systems engineering analysis

27. ARRA

Added the review area

Summary of Changes
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PROGRAM MANAGEMENT

BASIC REQUIREMENT

The state must be able to manage the FTA
funded programs in accordance with the
grant application, grant agreement, and all
applicable laws and regulations using sound
management practices.

AREAS TO BE EXAMINED
1. Organization and Staffing
2. State Management Plans

3. Subrecipient
Contracts

Agreements and

4, Technical Assistance
5. Oversight
6. Force Account Activities

7. Capital Leasing

8. Technical Oversight of Capital
Projects

9. Resources

REFERENCES

1. 49 USC Chapter 53, Federal Transit
Laws

2. 49 CFR Part 18, "Uniform Administrative
Requirements for Grants and
Cooperative Agreements to State and
Local Governments”

3. 49 CFR Part 639, “Capital Leases”

4. 49 CFR 633, “Project Management
Oversight”

5. FTA Master Agreement
6. FTA Circular 9040.1F, “Nonurbanized
Area Formula Program Guidance and

Grant Application Instructions”

7. FTA Circular
Individuals and

9070.1F,  “Elderly
Individuals with

Disabilities Program Guidance and
Application Instructions”

8. FTA Circular 9050.1, “The Job Access
and Reverse Commute (JARC) Program
Guidance and Application Instructions”

9. FTA Circular 9045.1, “New Freedom
Program Guidance and Application
Instructions”

10. FTA Circular 9030.1C, “Urbanized Area
Formula Program: Grant Application
Instructions”

11. FTA  Circular  9300.1B, “Capital
Investment Program Guidance and
Application Instructions”

12. FTA Circular 8100.1C, “Program
Guidance for Metropolitan Planning and
State Planning and Research Program
Grants”

13. FTA Circular 5010.1D, "Grant
Management Requirements"

14. FTA Circular 5800.1, “Safety and
Security Management Guidance for
Major Capital Projects”

USEFUL WEBLINKS

State Transit Program Manager's Guide on
Administration and Oversight of FTA Grant
Programs

Construction Project Management Handbook

Project and Construction Management
Guidelines (2003 Update)

Project Management Oversight Lessons
Learned

Quality Assurance and Quality Control
Guidelines

Handbook for Purchasing a Small Transit
Vehicle

Program Management
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QUESTIONS FOR THE REVIEW

1. Which agency (or agencies) has the
governor designated for administering
the FTA programs? What unit within

the agency is responsible for
administering the programs? Who is
the person with day-to-day

management responsibility for each
program? What is the organizational
structure and staffing of the unit? What
are the major functions of the unit?
What other agencies or units support
the FTA programs?

2. Is the state participating in the
consolidated planning grant program?
If yes, are funds transferred to FTA or
the Federal Highway Administration
(FHWA)?

EXPLANATION

The governor designates the state agency (or
agencies) with the principal authority and responsibility
for administering the FTA programs. The designation
remains in effect until changed by the governor by
official notice of redesignation transmitted to the FTA
Regional Administrator.

The designated agency must have the requisite
technical capacity to receive and administer Federal
funds. It must have the staffing resources necessary
to carry out its responsibilities in accordance with FTA
requirements and to ensure subrecipients’ compliance
with Federal requirements. Other administrative
offices usually support the FTA programs. These
offices may include finance, procurement, civil rights,
engineering, and legal.

The consolidated planning grant program allows
states and metropolitan planning organizations
(MPOs) to consolidate FTA and FHWA metropolitan
and statewide planning funds into a consolidated grant
that is administered by either FTA or FHWA.
Metropolitan planning funds are consolidated with
metropolitan planning funds and statewide planning
funds are consolidated with statewide planning funds.
States can decide to consolidate metropolitan funds
only or both metropolitan and statewide planning
funds. States cannot consolidate only statewide
planning funds. The “lead grant agency,” i.e., the
agency to which funds are transferred, is responsible
for administrative oversight. State management
reviews address the administration of FTA grants.

REFERENCE

FTA C 9040.1F, Ch. lll, Section 1a

FTA C 9070.1F, Ch. Ill, Section 1

FTA C 9050.1, Ch. lll, Section 1

FTA C 9045.1, Ch. lll, Section 1

FTA C 9030.1C, Ch. Il, Section 1

FTA C 9300.1B, Ch. Il, Sections 1 and 9
FTA C 5010.1D, Ch. Il, Section 3

FTA C 8100.1C, Ch. IV, Section 2.f

SOURCES OF INFORMATION

During the desk review, review the governor's
designation letter on file in the regional office. Discuss
the state's organization and staffing levels with FTA
regional office staff. Before the site visit, obtain copies
of the agency's overall organization chart and a more
detailed organization chart for the specific unit within
the agency that is responsible for the FTA programs.
Ask the state to explain the organizational structure,
identify current and authorized positions within the
division, and describe the principal responsibilities of
each position. Identify who is the manager for each
FTA program. Identify other departments or divisions
that provide support services for administration of the
FTA programs, such as accounting, human resources,
procurement, and civil rights. Identify the major
functions and programs administered by the division,
including Federal and state programs.

DETERMINATION

Review of the state’s organizational structure and
staffing levels does not by itself lead to a finding. The
state’'s organization, functions, and staffing levels,
when considered with findings in other aspects of
program  management (the state's technical
assistance, monitoring, and routine administrative
activities), support a determination whether the state is
applying the resources necessary to manage the FTA
programs in accordance with FTA requirements.

If the state staff devoted to the FTA programs is small,
and the state has findings in several review areas, the
state may not be devoting adequate resources to the
programs and may be found deficient. (See question
11.)

SUGGESTED CORRECTIVE ACTION
None

3.  Has the state submitted to FTA a state
management plan for the Section
5310, 5311, 5316, and 5317
programs? Have the plans been
updated to incorporate changes in
program  management or new

Program Management
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requirements? What are the dates of
the last revisions? Did the state seek
public comment for significant
revisions to the state management
plans? Do the plans address the
required areas?

EXPLANATION

Each state is required to have an approved state
management plan for the Section 5310, 5311, 5316,
and 5317 programs on file with the FTA regional office
and to update it regularly to incorporate any changes
in program management or new requirements. The
plan documents the state's policies and procedures for
the state managed programs. FTA gives each state
the maximum discretion permitted by law in designing
and managing the programs to meet the passengers’
needs under those programs. The state develops
program standards, criteria, procedures, and policies
for the programs.

The state should seek public comment in making
significant revisions to a plan. Opportunity for
comment should be given, at a minimum, to potential
subrecipients, potential service providers, other state
agencies, representatives of other funding sources,
and any relevant state association or professional
organization.

The state management plan is intended to facilitate
state program management and FTA oversight. The
plan provides public information on the state's
administration of the programs, may be used by the
state as a program guide for local applicants, and
forms the basis for FTA state management reviews.
The plan should contain sufficient detail to meet these
objectives. While FTA does not prescribe a format for
the state management plan, it does require that
specific areas be covered for each program.

The state may develop separate plans for the
programs or a combined plan covering all four
programs. Parallels in the programs make it desirable
for the state to consider all resources and plan for their
use in a complementary way. Many of the policies and
procedures implemented by the state apply to all
programs.

REFERENCE

FTA C 9040.1F, Ch. VII
FTA C 9070.1F, Ch. VII
FTA C 9050.1, Ch. VII
FTA C 9045.1, Ch. VII

SOURCES OF INFORMATION

During the desk review, obtain copies of the state
management plan(s). Discuss the plan(s) with regional
office staff to determine their approach for reviewing
and approving plans and any concerns or issues they
have identified with the plan. Review the plan(s) and

note in each section of the review package the
pertinent policies and procedures documented in the
plan. During the site visit, discuss and confirm the
policies and procedures documented in the plan(s).
Compare the information provided in the plan(s) with
that obtained through discussion with state staff. Ask
the state if the plan(s) are up-to-date and reflect
current practice in each area.

DETERMINATION

Determination of deficiency is based on the state's
direct response to this question and comparison of the
policies and procedures documented in the state
management plan with the responses of state staff to
specific questions in each review area. The
determination can only be made after completing the
review of each area.

The state is deficient if a state management plan does
not address each required area. The state is deficient
if there are discrepancies between a state
management plan and actual policies and procedures.
(DEFICIENCY CODE: SMP out of date/incomplete)

The state is deficient if it did not obtain public
comment for significant plan revisions. (DEFICIENCY
CODE: No public comment for significant SMP
revisions)

SUGGESTED CORRECTIVE ACTION

If a state management plan is incomplete, direct the
state to add the missing areas to the plan and submit
it to FTA. If a state management plan does not reflect
current practice in all areas, direct the state to submit
an updated plan to FTA. If substantial revisions are
required, direct the state to seek public comment on
the revised plan.

If the state did not obtain public comment for a
significant plan revision, direct it to submit to FTA
evidence of having solicited public comment for the
revisions and procedures for obtaining public
comment for future significant plan revisions.

4. For states that have Section 5305,
5307 or 5309 subrecipients, how does
the state document its procedures for
management of these programs?

EXPLANATION

States that administer the Section 5305, 5307 and
5309 programs on behalf of subrecipients may have
developed state management plans or other
documents to support the programs. Many of the
policies developed for the state managed programs
may also apply to the Section 5305, 5307 and 5309
programs.

Program Management
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REFERENCE
None

SOURCES OF INFORMATION
Review files at the regional office. Request copies of
procedures. Discuss with state staff.

DETERMINATION
None

SUGGESTED CORRECTIVE ACTION
None

5. Has the state entered into a written
agreement with each subrecipient
stating the terms and conditions of
assistance? For states that contract for
transit services or lease FTA funded
equipment, has the state entered into a
written contract or lease with each

transit management or operations
contractor and lessee? Do the
agreements address Federal

requirements?

EXPLANATION

The state must enter into a written agreement with
each subrecipient, contractor or lessee. The written
agreement must include applicable Federal
requirements and require the subrecipient, contractor
or lessee to undertake responsibilities for the project
usually performed by the state. The Federally required
clauses that the state is required to incorporate in
agreements (see Procurement) reference some of the
basic Federal requirements.

REFERENCE

49 CFR 18.37

FTA Master Agreement Subsection 2e
FTA C 5010.1D, Ch. IV, Section 3.j(1)
FTA C 9040.1F, Ch. VI, Section 2
FTA C 9070.1F, Ch. VI, Section 2
FTA C 9050.1, Ch. VI, Section 2

FTA C 9045.1, Ch. VI, Section 2

FTA C 8100.1C, Ch. IlI, Section 7.b(2)
FTA C 9030.1C, Ch. Il, Section 4

SOURCES OF INFORMATION

Obtain and review the state's standard subrecipient
agreements, a sample operation contract and a
sample lease prior to the site visit. On site, discuss
with staff.

DETERMINATION
The state is deficient if it has not entered into a written
agreement with each subrecipient, contractor or

lessee. (DEFICIENCY CODE:
agreements)

Missing  written

SUGGESTED CORRECTIVE ACTION

Direct the state to submit to FTA written agreements
with each contractor for the FTA programs. Direct the
state to implement procedures to execute a written
agreement with each subrecipient, contractor or
lessee prior to the expenditure of Federal funds on a
local project. Submit the procedures to the FTA
regional office.

6. How does the state provide technical
assistance to subrecipients in meeting
Federal requirements?

EXPLANATION

The state must inform subrecipients of applicable
Federal requirements. The state management plan(s)
can serve as a program guide for local project
subrecipients. The state's subrecipient agreements
should identify applicable major Federal requirements.
In addition to the agreements, the state sometimes
provides more detailed guidance for specific activities,
such as the procurement of vehicles, in separate

documentation. Some states require
applicants/subrecipients to participate in program
orientation sessions.

Technical assistance may be provided through
orientations, informal conversations, formal
correspondence, on-site  performance reviews,

conferences, etc. Many states sponsor statewide
conferences, frequently in conjunction with the state
transit association. States frequently provide technical
assistance on new Federal requirements at the
statewide meetings.

The state should document in its state management
plan(s) the resources and technical and management
assistance it makes available to local subrecipients.

REFERENCE

49 CFR 18.37

FTA C 9040.1F, Ch. Il, Section 3.b
FTA C 9070.1F, Ch. Ill, Section 7
FTA C 9050.1, Ch. lll, Section 10
FTA C 9045.1, Ch. lll, Section 10

SOURCES OF INFORMATION

Review the state management plan for documentation
of technical assistance activities and delivery
approaches. On site, discuss the state's technical
assistance activities and how they are funded. Inquire
how the state has provided technical assistance to
subrecipients for new or revised Federal requirements.
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DETERMINATION

The state is deficient it if does not provide technical
assistance to subrecipients in  meeting FTA
requirements. (DEFICIENCY CODE: No technical
assistance provided in meeting FTA requirements)

SUGGESTED CORRECTIVE ACTION

Direct the state to submit to FTA a plan for providing
technical assistance to subrecipients in meeting FTA
requirements.

7. How does the state monitor
subrecipients, operations contractors
and lessees to ensure compliance with
Federal requirements?

EXPLANATION

Many Federal requirements flow through the state to
subrecipients, operations contractors and lessees.
The state is responsible for ensuring that these
entities are aware of the requirements imposed on
them by Federal statute and regulation and for
ensuring that they comply with these requirements.
Before expending any Federal funds on projects, the
state certifies to FTA that it and others operating on its
behalf (e.g., subrecipients, contractors and lessees)
have met all statutory and program requirements. The
state must have sufficient documentation to support
the certifications to FTA.

The state must have an on-going system to ensure
that subrecipients, operations contractors and lessees
adhere to Federal requirements. While FTA does not
prescribe specific monitoring activities for ensuring
compliance, it does expect the state to look behind
certifications and assurances. FTA relies on each
state to develop and implement effective systems for
monitoring and ensuring compliance with statutory and
program requirements.

The issue of monitoring compliance with Federal
requirements is a continuing, critical theme throughout
the state management review. In each review area,
the state is asked to provide information on the
specific mechanisms in place for monitoring
compliance with the Federal requirements in that area.
The examination under Program Management takes
an overall look at the systems in place for monitoring
compliance with a range of Federal requirements.
Appropriate systems may include:

e Applications/requests for proposals
e Reporting requirements

e Meetings

e  Site visits

e Vehicle/facility inspections

e Mandatory attendance by subrecipients at
training meetings

A key responsibility of oversight is following up on
findings. Efforts, including the following up on findings,
should be documented.

REFERENCE

49 CFR 18.37 and 18.40

FTA Master Agreement, Subsection 2e

FTA C 5010.1D, Ch. Il, Section 3

FTA C 9040.1F, Ch. Il, Section 3.a

FTA C 9070.1F, Ch. Il, Section 4

FTA C 9050.1, Ch. Il, Section 4

FTA C 9045.1, Ch. Il, Section 4

FTA C 8100.1C, Ch. Il Section 7.b and 7.e (5)

SOURCES OF INFORMATION

Review the state management plan(s) for a discussion
of monitoring activities of subrecipients, including
periodic reporting, management or financial reviews,
project monitoring and on-site reviews. Review the
applications and the agreements for additional
information  regarding  monitoring  mechanisms,
particularly reporting requirements.

Review requests for proposals, project management
plans, contracts and leases for information on
oversight of operations contractors and lessees.

Discuss the state's methods of monitoring compliance
with regional office staff. Regional staff may have
insights regarding the effectiveness of the state's
monitoring systems and may be able to provide
specific examples of problems reflecting inadequate
monitoring.

On site, discuss information obtained from the state
management plans, application packages,
agreements, contracts, leases and other documents
regarding monitoring activities and have state staff
confirm and explain the use of specific monitoring
mechanisms. Discuss the documentation and follow-
up of findings. Review a sample of written reports, if
applicable. Obtain copies of routine reporting forms
and guidelines for reporting. Discuss how the state
analyzes the information obtained through periodic
reporting and types of follow-up action that could
result. Discuss required meetings, which may include
status meetings, to determine their frequency and the
topics covered.

DETERMINATION

Determination of deficiency is based on the adequacy
of the state's overall systems for monitoring
compliance with Federal requirements. In each review
area, a determination will be made whether the
monitoring mechanisms used by the state can
reasonably ensure compliance with  specific
requirements in that area. Determination of
compliance in program management is made after
reviewing each area.
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The state could be found deficient in its monitoring of
a specific area but compliant under program
management. Similarly, it could be found deficient
under program management, but not deficient in a
specific area where it is effectively monitoring
compliance with Federal requirements.

If the state does not have in place appropriate
systems for monitoring compliance with a broad range
of requirements or is not applying the resources
required to carry out an effective monitoring program,
it is deficient. (DEFICIENCY CODE: Inadequate
oversight system)

SUGGESTED CORRECTIVE ACTION

Direct the state to develop and submit to FTA a plan
for effectively monitoring compliance with Federal
requirements.

8. Is the state’s or a subrecipient’s work
force used in the execution of capital
grant projects? If yes:

a. If the force account work equals
$10,000,000 or more, was a force
account plan and justification
submitted to FTA?

b. Is a plan on file for force account
work of $100,000 or more but less
than $10,000,000?

EXPLANATION

Work performed by the state’s or a subrecipient’s work
force on capital projects, other than grant
administration, that is included in an approved grant is
“force account” work. Force account work may consist
of design, construction, refurbishment, and inspection,
and construction management activities. Incremental
labor costs from flagging protection, service diversions
or other activities directly related to a capital grant may
also be defined as force account work. Force account
work does not include grant or project administration
activities which are otherwise direct project costs.
Force account can include major capital project work
on roling stock. An example is preventative
maintenance activities.

Reimbursement of force account work is subject to the
state providing the force account plan and justification,
including documentation equivalent to a sole source
justification, stating the basis for a determination that
no private sector contractor has the expertise to
perform the work. Reimbursement of such expenses is
subject to FTA's prior review of the state's force
account plan and justification when the total estimated
cost of force account work under the grant equals
$10,000,000 or more. Justification may be on the

basis of cost, exclusive expertise, safety and efficiency
of operations, or union agreement. Reimbursement for
force account projects below this threshold must be
supported by a force account plan and justification,
which are to be retained in the state’s files. No plan or
justification is required if the force account work to be
performed under the grant is less than $100,000. Note
that the amount of the project funded under a grant,
not the total cost of the project, is used when
determining whether the threshold is met for a force
account plan.

To develop a force account plan for preventative
maintenance activities, the grantee should add a
budget and justification to its maintenance plan and
update the plan annually.

The grantee must ensure that subrecipients that have
force account work of $100,000 or more under a grant
have on file a force account plan and justification.

REFERENCE
FTA Master Agreement, Section 15.h
FTA C 5010.1D, Ch. IV, Section 4.d

SOURCES OF INFORMATION

Review individual grant files at the regional office for
force account plans for work that equals $10,000,000
or more. Obtain force account plans for work below
this threshold but equal to or exceeding $100,000 from
the state.

DETERMINATION

The state is deficient if it does not have a force
account plan included in a grant, but receives FTA
funds for force account costs on projects that exceed
the above-referenced threshold. The state is also
deficient if force account costs between $100,000 and
$10,000,000 are not supported by the proper force
account plan and justifications. The state is deficient if
subrecipients do not have proper force account plans.
(DEFICIENCY CODE: Lacking force account
plan/justification)

SUGGESTED CORRECTIVE ACTION

Direct the state to develop and submit to FTA a force
account plan and justification as detailed in FTA
Circular 5010.1D for use of its own workforce on
capital improvement projects. Direct the grantee to
obtain and submit to FTA subrecipients’ force account
plans.

9.  During the review period, did the state
or a subrecipient use FTA capital
assistance to finance the lease of any
transit facilities or equipment? If yes,
did the state submit the cost-
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effectiveness determination for FTA
review prior to entering into the lease?

EXPLANATION
A lease may qualify for capital assistance if it meets
the following criteria:

e The capital asset to be acquired by lease is
eligible for capital assistance

e There is or will be no existing Federal interest in
the capital asset as of the date the lease will
take effect; and

e Leasing the capital asset is more cost-effective
than purchase or construction of the asset.

States shall obtain FTA review of the cost-
effectiveness determination prior to entering into any
capital lease. States should refer to the guidance in
OMB Circular A-94 and obtain the most recent
discount rate for the purpose of calculating the net
present value of a future benefit.

REFERENCE

OMB Circular A-94

49 CFR 639

FTA C 5010.1D, Ch. IV, Section 3.j

SOURCES OF INFORMATION

During the desk review, determine if the state uses
FTA funds to finance the lease of capital items and, if
the grantee submitted the cost-effectiveness
evaluation for prior FTA review. Review projects in
TEAM-Web. Discuss with the state during the site
visit.

DETERMINATION

The state is deficient if it did not submit the cost-
effectiveness evaluation for prior FTA review.
(DEFICIENCY CODE: No cost effectiveness
documentation for capital lease)

SUGGESTED CORRECTIVE ACTION

Consult the regional office for deficiencies related to
capital leasing. The state may be required to conduct
a cost-effectiveness comparison if one is not on file,
but FTA will determine if corrective action is possible
or if Federal participation in the project must be
withdrawn.

10. Who manages construction projects?
Conducts bus procurements?
Manages technology projects? How
does the state provide technical
oversight of directly  managed
projects? How does the state monitor
projects managed by subrecipients or
contractors?

EXPLANATION

The state must ensure continuous management of
grant projects. Grantees are required to have a formal
Project Management Plan (PMP) for all major capital
projects. A major capital project is a project that:
involves the construction, extension, rehabilitation or
modernization of a fixed guideway or New Starts
project with a total project cost in excess of
$100 million or the Administrator determines it to be a
major capital project based on criteria in 49 CFR
Part 633.

States contracting directly for facility construction or
rehabilitation must provide technical oversight of the
project. Regular meetings between the project
manager and contractor(s) should be held to review
project status. States may use internal staff, such as
an engineering or construction group, to oversee
construction projects. States that do not have the
technical expertise or internal resources to manage
large projects may hire an architectural/engineering
(A&E) consultant to serve as project manager. Even
though not required, some states have project
management plans.

The state is responsible for monitoring subrecipients’
facility construction and rehabilitation projects.
Monitoring mechanisms may include:

e Contracting a consultant to provide project
management oversight

e Reviewing the request for
construction contracts

e Reviewing architectural plans and drawings

e  Conducting periodic site inspections

e Requiring special progress reports

e Conducting regular project
meetings

e  Withholding payment of a portion of the grant
until final inspection and acceptance of the
facility by the state

proposals and

management

States buying revenue rolling stock directly must
provide for technical oversight of the procurement.
When subrecipients or operations contractors buy
buses directly, the state must monitor the
procurement. The reviewer should understand the
state's process and division of responsibilities.
Specifically, the reviewer should ascertain where
responsibility lies for:
e Developing bid specifications

e  Establishing solicitation/contract
conditions

e  Soliciting and receiving bids or proposals

e  Evaluating responses, determining
responsiveness, and selecting a contractor

e  Conducting pre-award audits
e  Executing a contract

terms and
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e Receiving, inspecting and accepting revenue
rolling stock

e  Conducting post-delivery audits
e  Paying the vendor

States must provide technical oversight of technology
projects implemented by the state, subrecipients or
management contractors.

For procurements for the state-managed programs,
the state should document its procedures for
administering construction projects, bus procurements
and other capital projects in the state management
plans.

FTA has published guidance manuals to assist
grantees with project management:

e Construction Project Management Handbook

e Project and Construction  Management
Guidelines (2003 Update)
e Project Management Oversight Lessons
Learned
e Quality Assurance and Quality Control
Guidelines
e Handbook for Purchasing a Small Transit
Vehicle
REFERENCE
49 CFR 18.40

49 CFR Part 633

FTA C 5010.1D, Ch. Il, Section 3 and Ch. IV, Section
4

FTA C 5800.1

SOURCES OF INFORMATION

Review the state management plan(s) and the
subrecipient agreement(s) for a discussion of
procedures for administering and monitoring
construction projects, bus procurements and other
capital projects. Review progress reports for
discussions of delays. During the desk review, discuss
project delays and project management concerns with
the regional office. Obtain copies of project
management plans and quality control procedures, if
written. On site, discuss with state staff and review
other documentation of procedures, if available.

DETERMINATION

The state is deficient if it does not have procedures for
providing technical oversight of construction or
rehabilitation projects. (DEFICIENCY CODE: No
procedures for technical inspection/supervision of
work in progress)

The state is deficient if it has continuing problems with
project delays. (DEFICIENCY CODE: Excessive delay
in project implementation) This is especially true if the
organizational structure and actions of the state
contribute to the problem.

SUGGESTED CORRECTIVE ACTION

Direct the grantee to submit to the FTA regional office
project management procedures for existing or future
projects to address deficiencies identified.

11. Does the state devote adequate

resources (staffing and budget) to
administering the FTA  funded
programs?

EXPLANATION

The designated state agency must have the financial
and staffing capabilities to receive and administer
Federal funds and to monitor and ensure compliance
with Federal and state program requirements. This
guestion brings together the review of the:

e Organization and staffing of the agency or unit
responsible for administering the programs

e Technical assistance program
e  Oversight program
e  Compliance with FTA requirements

e Amount and percentage of funds under each
program that are being applied to
administration

Changes in the state's management of the programs
such as reductions in state staff, decreases in the
frequency of on-site monitoring of subrecipients, and
increases in delays in submission of information to
FTA are indications that the state is not applying
adequate staffing resources to the programs.

REFERENCE

49 CFR 18.40

FTA Master Agreement, Subsection 2e
FTA C 5010.1D, Ch. Il, Section 3
FTA C 9040.1F, Ch. Il, Section 3.a
FTA C 9070.1F, Ch. Il, Section 4
FTA C 9050.1, Ch. Il, Section 4
FTA C 9045.1, Ch. I, Section 4
FTA C 9030.1C, Ch. V, Section 5(c)
FTA C 9300.1B, Ch. Il, Section 9(c)
FTA C 8100.1C, Ch. Il Section 7.b

SOURCES OF INFORMATION

Responses to other questions in program
management, grants administration and other review
areas provide the basis for making a determination.
Discussions with regional office and state staff support
the determination. At the desk review, discuss the
adequacy of resources the state is applying to the
programs. On site, ask the state staff responsible for
the programs whether the resources are adequate.
State staff may indicate that resources are insufficient
to permit the level of technical assistance and
monitoring that they feel is required.
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DETERMINATION

The state is deficient if it is not deploying the
resources necessary to effectively manage the
programs. (DEFICIENCY  CODE: Insufficient
resources)

SUGGESTED CORRECTIVE ACTION

Direct the state to develop and submit to FTA a plan
for deploying the resources necessary to properly
manage the FTA programs. The plan may involve
increased in-house resources or the use of
consultants and outside contractors to provide support
in specific areas.
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GRANT ADMINISTRATION

BASIC REQUIREMENT

The state must certify to FTA that it will
comply with applicable Federal requirements
and that each subrecipient has met all
statutory and program requirements before
expending Federal funds on a project. The
state must develop and implement grant
administration procedures to track and report
on the progress of projects, expend grant
funds timely, and close out projects and
grants when project activity is completed.

AREAS TO BE EXAMINED
1. Certifications and Assurances
2. Progress Reports

3. Section 5310, 5316 and 5317
Performance Reports

4. Federal Financial Reports
5. Category C Funds

6. Grant Administration

REFERENCES
1. 49 USC Chapter 53, Federal Transit
Laws, Section 5307

2. 49 CFR Part 18, "Uniform Administrative
Requirements for Grants and
Cooperative Agreements to State and
Local Governments”

3. FTA Master Agreement

4, FY2009 FTA
Assurances

Certifications and

5. FTA Circular 5010.1D, "Grant
Management Requirements"

6. FTA C 9040.1F, “Nonurbanized Area
Formula Program Guidance and Grant
Application Instructions”

7. FTA C 9070.1F, “Elderly Individuals and
Individuals with Disabilities Program
Guidance and Application Instructions”

8. FTA C 9050.1, The Job Access and
Reverse Commute Program Guidance
and Application Instructions”

9. FTA C 9045.1, “New Freedom Program
Guidance and Application Instructions”

10. FTA C 9300.1B, “Capital Investment
Program Guidance and Application
Instructions”

11. FTA C 9030.1C, “Urbanized Area
Formula Program: Grant Application
Instructions”

12. FTA C 8100.1C, “Program Guidance for
Metropolitan  Planning and  State
Planning and Research Program Grants”

USEFUL WEBLINKS
Instructions on Submitting Section 5310
Performance Measures
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QUESTIONS FOR THE REVIEW

1. Has the state submitted the Annual
List of Certifications and Assurances
on time? Was it PINned or signed by
an authorized official and an attorney?

EXPLANATION

The state is required to make the requisite
certifications and assurances by selecting, from a list
provided, those certifications and assurances that will
apply to all grants for the fiscal year and PINning in
TEAM-Web. Certifications and assurances are due
with the first grant application in the fiscal year or
within 90 days from the date of the publication of the
notice in the Federal Register, whichever comes first.
Certifications and assurances for FY 2010 were
published in the Federal Register October 19, 2009.

The certifications and assurances require two
signatures or electronic PINs: one from an authorized
official and another from an attorney. Authority must
be delegated to the authorized official in writing. If the
attorney does not PIN in TEAM-Web, he or she must
sign a hard copy of the affirmation and the state must
maintain the hard copy in the file.

REFERENCE

49 USC 5307 (a)(2)

FTA Certifications and Assurances
FTA C 9040.1F, Ch. IV, Section 6
FTA C 9070.1F, Ch. IV, Section 7
FTA C 9050.1, Ch. IV, Section 10
FTA C 9045.1, Ch. IV, Section 10
FTA C 9300.1B, Ch. Il, Section 9.a
FTA C 9030.1C, Ch. V, Section 3

SOURCES OF INFORMATION

Access TEAM-Web and review the current year
certifications and assurances. Assure that the person
PINning on behalf of the state is authorized to do so. If
the attorney did not PIN in TEAM-Web, obtain a copy
of the signed certifications and assurances for the
current year.

DETERMINATION

The state is deficient if the certifications and
assurances were submitted late. (DEFICIENCY
CODE: Late annual certifications and assurances)

The state is deficient if the authority to PIN or sign the
certifications and assurances has not been delegated
in writing. (DEFICIENCY CODE: Officials do not have
requisite authority)

The state is deficient if the attorney has not PINned or
signed the attorney’'s affirmation. (DEFICIENCY
CODE: Lacking/improper attorney affirmation)

SUGGESTED CORRECTIVE ACTION
Direct the state to correct the deficiency for
subsequent submissions.

2. Has the state submitted its annual
program status report for each open
Section 5305, 5310, 5311, 5316 and
5317 grant by October 31? Has the
state submitted Milestone/Progress
Reports for each open Section 5307
and 5309 grant at the required
intervals (quarterly or annually) and on
time? Do the reports contain the
required information?

EXPLANATION

The state must submit in TEAM-Web an annual
program status report for each open Section 5305,
5310, 5311, 5316 and 5317 grant, covering the 12
month period ending September 30. The reports must
be submitted by October 31.

FTA regional offices establish the requirements for
what Section 5305 reports should address. However,
states can refer to the guidance provided for Section
5310, 5311, and 5316 and 5317 reports when
preparing their Section 5305 progress reports.

Section 5310, 5311, 5316 and 5317 reports must
include:

a. Updated program of projects for each active
grant that contains active projects reflecting
revised project descriptions, changes in
projects from one category to another, and
adjustments within budget categories

b. Revised milestones for activity line items (ALIS)
that require milestones with grant submission
(vehicle procurements, construction projects,
and program reserve) and, for revised
estimated completion dates, an explanation for
the revision

c. Budget revisions for changes in
budgets

d. Significant civil rights compliance issues
Additional information requested by the regional
office

line item

Milestone/Progress Reports (MPRs) are the primary
written communication between Section 5307 and
5309 grantees and FTA, with regular progress
reported up to four times a year. Grantees in rural and
small urban areas (i.e., populations less than 200,000)
are required to submit MPRs annually no later than 30
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days after the end of the Federal fiscal year (i.e.,
October 30). However, FTA, at its discretion, can
require quarterly reporting. For Section 5309 grants
that include facility construction projects, the reports
must be submitted quarterly. Grantees in large
urbanized areas (i.e., populations of 200,000 or more)
are required to submit MPRs 30 days after the end of
each quarter. Quarters are based on the Federal fiscal
year, beginning October 1. The reports should be
submitted electronically using TEAM-Web.

The Common Rule (49 CFR Part 18) and FTA C
5010.1D detail the information that, at a minimum,
must be included in the reports. The narrative
description must include:
a. Current status of each open ALI within the
active/executed grant

b. Narrative description of projects, status,
problems encountered in implementation,
specification preparation, bid solicitation,

resolution of protests, and contract awards
c. Detailed discussion of all budget or schedule

changes

d. Dates of expected or actual requests for bid,
delivery, etc

e. Actual completion dates for completed
milestones

f. Revised estimated completion dates when
original estimated completion dates are not met
accompanied by:

- Explanation of why scheduled milestones
or completion dates were not met

- Identification of problem areas

- Narrative on how the problems will be
solved

g. Discussion of the expected impacts and the
efforts to recover from the delays

h. Analysis of significant project cost variances
using quantitative measures, such as hours
worked, sections completed, or units delivered.
Discussion of completion and acceptance of
equipment and construction or other work,
together with a breakout of the costs incurred
and those costs required to complete the
project.

i. List of all outstanding claims exceeding
$100,000, and all claims settled during the
reporting period accompanied by a brief
description, estimated costs, and the reasons
for the claims

j-  List and brief description of all potential and
executed change orders and amounts
exceeding $100,000, pending or settled, during
the reporting period

k. List of claims or litigation involving third party
contracts and potential third party contracts
that:

- Have a value exceeding $100,000

- Involve a controversial matter, irrespective of
amount

- Involve a highly
irrespective of amount

. List of all real property acquisition actions,
including just compensation, property(s) under
litigation, administrative  settlements, and
condemnation for each parcel during the
reporting period

m. Annual transit enhancements report (4th
quarter only) for designated recipients in
urbanized areas of 200,000 or more who
receive funds under Section 5307

publicized  matter,

If a grant includes only operating assistance, the
reporting requirement is limited to the estimated and
actual dates for the full expenditure of funds.

A grantee in a large urbanized area (200,000 or more
in population) must submit a certification that it 1) will
expend not less than one percent of the amount it
receives each fiscal year under Section 5307 for
transit enhancements, and 2) will submit with its 4th
quarter MPR a report listing projects carried out in the
preceding Federal fiscal year with those funds. Where
there is more than one Section 5307 grantee, an
agreement can be reached among some or all of the
grantees to certify that no less than one percent of
Section 5307 funds apportioned by FTA to that
urbanized area among those grantees will be used for
transit enhancements. One grantee would then submit
the report with the list of transit enhancement projects
implemented by those grantees. The report must
include:

e Name of grantee(s)
enhanceme